Py

INDIAN CO-OPERATIVE REVIEW:==-

VOL. 1L OCTOBER, 1936 No. 4

CONTENTS

Page
EDITORIAL NOTES

The late Sir Lallubhai Samaldas; Land Mortgage Banks; Co-operative
House Building; The Assembly Debate on  Agricultural Indebted-

ness. .. 837
Co-operation and Industrial Crops

By Miss Margaret Digby .. 545
Co-operative Idecology of Prince Peter Kropotkine

By Professor V. Totomianz . 553
Mortgage Banks in the Punjab

By Khan Mohammad Bashir Ahmad Khan .. 558
Land Mortgage Banks in Bombay Presidency

By Mr. K. D. Kothari .. 517
Land Mortgage Banking in the Bombay Karnatak

By Mr. B. M. Rao .. 586
Land Mortgage Banks in Madras

By Rao Bahadur C. Gopala Menon \ .. 591
Land Mortgage Banks in Mysore

By Dewan Bahadur K. R. Srinivasa Iyengar .. 601
Land Mortgage Banks in Madras and Elsewhere—A Comparative Study

By Mr. K. C. Ramakrishnan .. 610
The Model Town, Lahore

By Mr. K. C. Varma L. 822
Housing Societies in Hyderabad State

By Mr. M. A. Wahab .. g2
Housing Societies in the Mysore State

By Mr. Y. Sreentvasayya ., 642
Co-operative Housing in Bihar

By Mr. Akhoury Basudeva Narayan Sinha .. 647
Co-operative Building Societies in the Madras Presidency

By Mr. M. Giriappa .. 652
Better Living Societies

By Mr. Syed Ghulam Sarwar Shah .. 656
REVIEWS

The Co-operative Movement in Poland—Bashir .. 659

*“ Spolem ” Union of Consumers’ Societies of the Polish Republic—Bashir .. 660

A Short Review on the working of Punjab Morigage Banks—Bashir .. 661

\t



CONTENTS (Contd.)

Pace
CO-OPERATIVE SOCIETIES AT WORK IN INDIA
Central Provinces & Berar and Bombay .. 663
Final Report on the Working of the Debt Conciliation Board, Mehkar,
Berar .. 680
Indian Legislative Assembly—Indebtedness of Agriculturists .. 085

CO-OPERATIVE CONFERENCES

The Fourth Bombay Presidency Co-operative Banks’ Conference, Bombay .. 700
The First Land Mortgage Banks’ Conference in the Central Provinces,

Nagpur ..m
The Seventh Land Mortgage Banks’ Conference, Madras .. 1186
EXTRACTS
Co-operative Architecture .. 724
Palestine—Co-operative Production and Transport Societies .. 125
Co-operative Sheep-breeding in the Punjab .12
CO-OPERATIVE NEWS .. 728
ACKNOWLEDGMENTS . .. 729
SELECT CONTENTS OF CURRENT PERIODICALS - 130

I
YMon 2, M35

M b A 4'"




THE LATE SIR LALLUBHAI SAMALDAS.

THE INDIAN CO-OPERATIVE REVIEW

VOL. I OCTOBER, 1936 No. 4

EDITORIAL NOTES

THE LATE SIR LALLUBHAI SAMALDAS

The Co-operative Movement in India has lost in the death of Sir
Lallubhai Samaldas, which occurred on the 14th October, its oldest and
most revered leader. He was the pioneer of the Movement in Bombay
and was responsible for many an organisation in that Province. He was
one of the founders of the Bombay Provincial Co-operative Bank in 1911
and served as its Chairman from 1922 to 1925, He was connected with
the Bombay Provincial Co-operative Institute from its inception and was
its Vice-President from 1918 to 1921. He served on the Maclagan Com-
mittee on Co-operation, whose report is a classic on the subject of Co-
operation in India. He was chosen the Chairman of the Committee on
Co-operation in Mysore in 1921. He was invited to preside over many
a Co-operative Conference outside his own Province. He was the first
President of the Indian Provincial Co-operative Banks’ Association and
of the All-India Co-operative Institutes’ Association, of which he was
one of the promoters. The last office that he held until the time of his
death was the presidentship of the Bombay Provincial Co-operative Land
Mortgage Bank, which he tended with paternal care. His is the longest
and most distinguished record in the co-operative field in India.

But Sir Lallubhai, true to his early native environment, was a shrewd
businessman as well. He helped in starting the Bank of India, the Bank
of Baroda and the Indian Cement Company. He was elected Director of
several other banking and industrial concerns, including the Tata Iron
and Steel Works. He presided over the Industrial Conference, 1913 and
was President of the Indian Merchants’ Chamber in 1917-18. He was
appointed member of the Indian Mercantile Marine Committee in
1923 and he was for some time (1925) member of the Executive Council
of the Government of Bombay. He was a nominted member of the old
Bombay Legislative Council (1910-13) and was elected to the Council
of State in 1920.

His interest in agriculture was not less keen. He was responsible
for the Nira Valley Sugar Scheme, which was financed by the Bombay
Provincial Co-operative Bank. At his seventieth year he undertook a
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heroic journey to Japan and on return gave a glowing account of Japan’s
enterprise. He passed away full of honours at the age of 73.

He was out and out an optimist and his faith in Co-operation seldom
wavered. He was a staunch friend of all good causes and he was be-
loved of patriots like the late Gopal Krishna Gokhale and of Mahatma
Gandhi. He was the pink of courtesy and had abundant good humour,
which should have lightened the successive onerous duties he took upon
himself after his retirement as a Revenuec Officer of the Bavnagar State.

Co-operators in India, in Bombay in particular, will sorely miss the
very genial personality of Sir Lallubhai Samaldas. The great consolation
is that of all his services to the country, the greatest is the dedication of
his son, Mr. Vaikunth Lal Mehta, to the cause of the Co-operative Move-
ment. This ¢ chip of the old block  is a hundred per cent co-operator and
has none of the business distractions of his great father. Our sympathy
goes out to him and the other members of his family in full measure on
this occasion of his sad bereavement.

LAND MORTGAGE BANKS

Our invitation for contributions on the subject of land mortgage
banks has had & good response as will be seen from the full, informing
and critical accounts given of the working of long-term credit in the
Punjab, Bombay, Mysore and Madras. Experiments have also been
tried elsewhere, as in the Central Provinces and Bengal, but on a smaller
seale. The lessons of experience are faithfully recorded by the writers
which may serve for future guidance. We wish here to lay stress only
on a few salient points that strike us. It is rather §trange that it took
more than a quarter of century for co-operators in this country to realise
the imperative need for administering differently'sho‘rt and long-tefm
credit. Old habits die hard and the transition period is one_ of ;?ecuha‘u-
difficulty. The Punjab, in particular, which was a pioneer in th.xs as in
some other fields, made the mistake, in the name of caution, which was
bound to end in failure, even though Mr. M. L. Darling was at the helm
of affairs. The duration of the loan was not sufficiently long, it was only
ten years, but it was deliberately kept so on the notion, ‘ To pass straight
from the one (the short-term loan of the ordinary credit society) to the
other (the long-term loan of the western land mortgage banks) may very
well end in failure, if not disaster’ Maximum individual borrowing
power was Rs. 10,000, though in practice it was reduced to Rs. 5,000. The
large dimensions of the loans squeezed out the small holders and the
short duration led to defaults, notwithstanding extensions granted for re-
payments. And all this was before the depression! Apart from limita-
tions of land tenure, of restraints on land alienation, of small holdings,
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of education and of poor management, the short duration of the loan was
enough to damn the enterprise. Even twenty years, to which Madras
seems to have pinned itsclf, may not bec sufficient for genuinely produc-
tive enterprises, which cannot always repay themselves within that short
period. We unhesitatingly plead for the extension of the period, the
maximum of course, 1o forly ycars as was recommended by the Indian
Central Banking Enquiry Committee and the Registrars’ Conference of
1934.

We find now that the loans of land mortgage banks are practically
confined to the redemption of old moertgages and the clearance of prior
debts of applicants. This is no doubt urgent in the face of threatened
foreclosure by creditors and it is best combined with the work of Debt
Conciliation Boards set up in some Provinces for scaling down debts—
though we agree that in some cases it is better to dispose of the land at
a favourable opportunity with the help of Trustees, as suggested by Dr.
B. Pattabhi Sitaramayya in the columns of this Review. We heartily
endorse the view that loans should be granted for the enlargement and
consolidation of holdings and for development purposes. It is up to the
Development Departments to formulate definitely paying propositions in
the shape of improvement and equipment and new lines of culture re-
quiring large investments that can be rcpaid only in a long period.
Changes in land laws will also have to be made in the best interests of
the cultivators as well as of the land mortgage institutions. There can
be no insuperable difficulty in amending the Land Alienation Act so as
to make it possible for the land mortgage bank to acquire the lands of
those who default in their repayments of loans. But it is more difficult,
though the reform is necessary in larger interests and must come some
time, to check subdivision of land pledged to the bank.

There is one feature in the working of the Madras Land Mortgage
Bank—there is a danger of its being copied by others—that is not quite
commendable. It is the annual redemption by lot of debentures,
particularly those carrying higher rates of interest originally floated, far
more than called for by annual collections received by the Central Land
Mortgage Bank. The constant exercise of this option, provided for in
the by-laws, is bound to annoy and upset the calculations of genuine long-
term investors, who will fight shy of these debentures the moment the
money market conditions cease to be easy. Readers will be interested
to note that the question of taking away the option of redemption and
purchasing in the open market, or otherwise retiring the debentures, to
the extent of principal collections is engaging the attention of the Board
of the Central Bank.

In Provinces and States, where there is no prospect of starting land
I\nortgage banks in the near future, some arrangements must be made to
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raise long-term funds in order to supply long-term credit to agriculturists.
Unless this is done the economic position of the agriculturist will deterio-
rate. If short and long-term loans are carefully separated from the
primary society at the bottom right up to the Apex Bank at the top and
suitable arrangements are made to secure long-term funds for long-term
loans, the existing co-operative institutions may be utilised to dispensc
long-term land mortgage credit without the stability of the co-operative
credit organisation being in any way disturbed. The Provincial Govern-
ments must, in the interests of the agricultural classes, come to the finan-
cial rescue of the co-operative organisations in order to enable them to
give such long-term loans. Long-term funds must be found for this
either by grants from provincial revenues or issue of debentures guaran-
teed by the Local Governments.

CO-OPERATIVE HOUSE BUILDING

On the subject of long-term credit for house building, the response
to our request has not been adequate. The most conspicuous gap Is 1n
the side of Bombay, which next to Madras has the largest number of
housing societies and has sunk capital therein of about a crore of rupees,
which is double that of the amount employed in Madras. Bombay has
also been the pioneer in India in respect of the adoption of the co-part-
nership system in housing, which is common in weste'rn countrie.s and
which is eminently suited to the conditions of the working classes in the
cities. We find here and there a few attempts to follow that system, as
for instance in Secunderabad of which a neat account is given in this
issue by Mr. M. A. Wahab, where it is intended for workers among l}))ackﬁ
ward tribes. But the principle is undoubtedly‘ worthy of ad'OI')tlon yt;
those who have no desire or prospect of settling down in Cl.tles nor the

i i for the full ownership of houses.
means to pay even in several instalments ' .
It is not merely to escape the profiteering tendfenmes and the wh.lms and
fancies of private landlords that the system 1is advocated. It. is a co-
operative end in itself and is designed to foster a sense of solidarity, a
true co-operative spirit among homogeneous groups of citizens who are
trusted to manage their affairs in common. A splendid example of such
a scheme of collective housing of workers has been furnished by the
Amalgamated Clothing Workers of America who have organised the
Amalgamated Housing Corporation in the New York Suburban area,
where a five-storeyed building with 1,185 rooms has been completed for
the accommodation of 300 families. The scheme was financed by the
famous Metropolitan Insurance Company. The Corporation obtained
exemptions from the City and State taxes and was thus enabled to fix a
low rental.
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Co-operative building societies in this country have been almost en-
tirely confined to help the middle classes to build their own houses.
Indeed it is a misnomer to call them co-operative building societies. For
they are, with a few exceptions, merely credit societies offering loans for
long terms—usually 20 years—at rates far higher than those that prevail
in Europe. Sites are often purchased jointly and plots allocated to indi-
vidual builders. Construction is generally done by members each in his
own fashion. There is no joint purchase of material or joint expert super-
vision of construction. There is nothing of harmony in the planning of
houses and seldom is any provision made for public parks and other
amenities. A refreshing contrast of this chaotic state of affairs is afforded
by the Co-operative Model Town in a suburb of Lahore of which a fine
description is given by Mr. K. C. Varma in this issue. We are only sorry
to hear the cases of petty personal prejudices that are said to have been
imported there. We earnestly hope that they will not become endemic !

As for the financing of building societies, a variety of societies and
institutions are found in the West. There are mutual benefit building
societies, popularly known as building societies, in England with the sole
object of financing the building or purchasing of houses to be individually
owned by borrowing members. In their working they resemble our
so-called building societies in some respects, and in other respects they
function like the popular “ permanent funds ” of Madras. Some of them
have, in addition to affording credit facilities, engaged technical staff to
help members building houses. The bigger consumers’ societies and
friendly societies of England invest their surplus fund in the erection of
houses for the occupation by their own members as tenants, with the
option to purchase them by paying small instalments along with the rents,
None of our consumers’ societies—not even the T.U.C.S. which is by far
the biggest—has surplus for any such investment. On the other hand
some of our big urban banks, central banks and most certainly the
provincial banks can spare some long-term capital that can g0 some way
towards the erection of the houses of their members. At any rate, the
Provincial Banks of Madras, Bombay and the Punjab with their standing
and prestige in the money market should find little difficulty in raising
long-term money by issue of debentures to finance building societies, if
the Local Governments threaten to withdraw from the field as the Madras
Government seemed to do last year.

No doubt, so far the Bombay and the Madras Governments have done
most to finance building societies. The Bihar Government, on the other
hand, as Mr. A. B. N. Sinha points out in this issue, has done nothing to
foster house building even though two great opportunities offered them-
selves—one in 1912 when Patna was made the capital of the new Govern-
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ment which created a demand for many houses and the other in 1934 when
the terrible earthquake destroyed many a house. The Madras Depart-
ment of Co-operation proposed last year to organise a provincial co-
operative building society mainly for the purpose of raising long-term
funds for financing building societies, relieving the Local Government
of this function which it was performing so long. The several defects
of the scheme we are not inclined to discuss here, as it was still born, and
no further attempts have been made in this direction. Meanwhile, it is
the duty of the other strong financing institutions in the country to think
of their own ways of financing building societies, as banks do in other
countries like Germany and Italy and even as co-operative banks did in
our country—notably the Shamrao Vithal Co-operative Bank of Bombay
which financed the famous Saraswat Co-operative House Building Society.
Let us not overdo the idea of a separate provincial co-operative credit
institution for each variety of co-operative credit.

THE ASSEMBLY DEBATE ON AGRICULTURAL INDEBTEDNESS

We publish in this issue extracts from the most important speeches
on a resolution, moved in the Indian Legislative Assembly last Septem-
ber, recommending the appointment of an All-India Committee to enquire
into the extent and effects of agricultural indebtedness and propose ways
and means to extricate the agriculturists from their present plight. There
was no doubt some rambling discussion, as is natural on a subject of such
absorbing and universal interest on which everyone could say something.
But the majority of speakers had telling arguments and supplied interest-
ing and useful information relating to several provinces and on different
aspects of the problem of indebtedness, which all co-operators will do
well to study closely. There was no lack of sympathy or understanding
on either side, though there was a clear division on the main question of
the need for such an enquiry just at present. The spokesmen of the
Government of India and of the Provincial Governments opposed the
motion, after surveying the situation in different provinces and question-
g the wisdom of a Central Committee at this juncture. But when
pressed to a division the resolution was carried by a very large majority.

The mover of the Resolution, Mr. N. C. Chunder of Calcutta, traced
in some detail the growth of agricultural indebtedness, as estimated by
some committees and commissions in the past, and pointed out the serious
consequences of the evil as it has developed in the last six years of the
depression. He wanted a Committee on country-wide scale, and one
that would devote its entire attention to this problem of debt unlike its
predecessors which discussed debt as one of several problems which they
had to tackle. Himself and his supporters anticipated the objection of
the Government of India that it would be encroaching on the spheres of

PES
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Provincial Governments and that it was a transferred subject. Th

pointed to the number of enquiries in the past on problems of agri;:ultu: 4
education, health, etc., and the central departments and advisory bodi:s’,
already set up and even now proposed on the very subjects. The need for
co-ordination was stressed in respect of the laws enacted as well as the
desirability of some common procedure in the administration of similar
measures in different Provinces. One member questioned the bm;a fides
of some Provincial Governments in enacting the laws, which were ad-
ministered in a ‘ half-hearted and dilatery ’ fashion without proper pro-
vision of funds and any power of compulsion of recalcitrant parties. !

Sir Girja Shankar Bajpai speaking on behalf of the Government of
India gave a long recital of the series of measures taken by the Central
Government in the past and the Provincial Governments in the last few
vears to tackle the growing evil of agricultural indebtedness. He could
have spared the members a reference to the “ liberal policy O'f remissio
and suspensions of land revenue ” in the Provinces as a measure of rel'nfS
which we know has been anything but liberal. He adverted to the ile ,
finite conclusions reached by the provincial representatives at the s 'ei
Economic Conference convened by the Government of India in 153‘1013
consider steps for the amelioration of agricultural indebtedness Thto
pointed out the diversity of agricultural conditions partiéularly 'of 1 eg
tenures, in the Provinces and the need for special legislative and oté}lln
measures suited to each. He said the Government of India did not d‘er
claim any responsibility for bringing the Provinces together for discussils-
at Conferences and for ascertaining the progress of relief given Bor;
in view of the fact that most of the measures were of recen“g oriéin }l:
thought there was little to be gained by a fresh enquiry by a Commi,tte:
especially on the fundamental questions examined “ most comprehensivel
and competently ” by the Central Banking Enquiry Committee. d

Mr. M. L. Darling, who had been sworn in as an expert member that
morning, spoke at length on the motion and indeed covered a wider
ground. He recognised that that problem was not altogether provincial
though the methods of dealing with it varied with local conditions H;;
Wwas not sure whether there was an urgent need for further enquir3; now
Iivhen one looked at the formidable pile of reports on the subject in the
ast 60 years. Nor was he convinced that there was a crying need for
any more legislation controlling moneylenders or restraining borrowers
In(.ieed the Government of the Punjab which could not be accused 01;
being the friend of moneylenders, felt that legislation had gone too faf
already and there was no need to encumber the Statute bookuany further
Mr. Darling pointed out the tendency of the agriculturist moneylendex.'
to replace the professional moneylender as ‘ one of the less satisfactory
features of the recent legislation!’ All moneylenders had a bad time of



THE INDIAN Co-0PERATIVE Review

ordi i
lesqu}l)ary rt?medxes, he was of the view that an
S dut might prove 5 handicap to further e

b'er of the Government of India, wh

calling § hi
& Ior reports on the working of the recentcgmtg the situation anq
Cls. More than
that

the Government i
of India was not
Prepared to do at
Present,

We ourselves f
eel that theye j
India Commiss; ) € 15 not much to be gajp .
Banking Cc;rsrfr]rc:;tmakmg a fundamenta] enquirf of et‘; bia 2 the o
: ees were ch . € Kind that th
they disch o e rarged  with on] ¢
arged their dutjes well or ilI i Sez’msretcently. Whether
' 0 us that liy
e

Dlupose Vvou]d be ser Ve-l by aSklng aIl()tllel
Sub~00ntln9nt for

function of finding out the total j

CO-OPERATION AND INDUSTRIAL CROPS

By

Miss MARGARET DiIGBy,
Secretary, The Horace Plunkett Foundation, London.

The term “ industrial crops ” is vague but it is probably best defined
as crops which require a fairly elaborate industrial process of manufac-
ture before they are fit for human consumption. The finished product is
also more frequently a fabric or an essence than a food. At least a dozen
such crops have been the subject of co-operative action in one or more
countries. These are cotton, silk, flax, wool, tobacco, sugar beet, chicory,
potatoes, cocoa, hops, opium and flowers for perfume, to which should
be added the by-product, straw. Some attempt has been made to organise
the co-operative marketing of rubber and hemp, but no great progress is
recorded. The method employed varies from country to country and
from one commodity to another, more particularly as regards the number
and character of the operations, ranging from simple bulk sale to complete
manufacture, which are carried out by the co-operative society. The

textile crops may perhaps be considered first.

TeExTILES : CoTTON, S1LK, Frax, WooL.!

The most elaborate organisation of cotton marketing has taken place
in the United States. Co-operation was introduced on a large scale in
1921 in one of the whirlwind campaigns for which America is famous.
Non-stock, non-profit-making associations were set up, and members
signed a five-year contract for their whole output, which they surrender-
ed to a seasonal pool, receiving an advance of 65/ of the assumed value,
secured on the cotton in the warehouse. It was hoped in this way to
control the whole cotton crop and therewith the price level. This
proved impossible. Sales were often slow, and on a falling market there
was discontent with the average price and with the classing. Members’
own creditors were pressing and they wanted the full price on delivery.
The organisation was modified by the introduction of optional pooling,
contracts for a part only of members’ crop or for a term of years and
either full payment on delivery or agreements by which the member de-
notes at what time his cotton should be sold. Local co-operative associa-

1. Wool is hardly a crop, but though production differs from that of the other
textiles, the marketing problems are so similar that it seems worth including.
2
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tions are united in the American Cotton Co-operative Association, whict
handles national and international marketing. A peculiarity of the sys-
tem is that, though a number of co-operative cotton gins exist, they arc
all separate undertakings, also on a non-stock, unlimited liability basis
which in turn sell to the cotton marketing societics. Co-operative cotton
seed oil mills are a comparatively new development.

Co-operative marketing of cotton is carried on in China. Members
deliver to local collecting points under contract which runs with their
membership. They either gin their own cotton or the collecting point car-
ries out this service for a small fee, returning the seed to the owner. The
collecting point (which is organised as a small separate society) does not
grade but sends each member’s cotton in a separate parcel to the district
union, which grades and makes a loan of from 604/ —70¢; of the ruling
market price to the local socicty, which redistributes it to the member.
After sales have been completed, any balance after deduction of ex-
penses and small commission by the Union and local societies is paid out
to the member.

In Egypt, where cotton is the principal crop, there is no central co-
operative marketing organisalion, but a number of local societies hold
joint public sales, attended by the big merchants. It is hoped later to set
up a federal selling organisation in Alexandria. There are the begin-
nings of co-operative marketing in Bulgaria, Morocco and one or two
other countries, including India, where certain local societies have done
well.

The Japanese silk industry is elaborately organised in co-operative
lines, different types of society dealing with different stages in the pro-
cess. The simplest kind of society merely arranges for the collective sale
of silk cocoons. This, however, was relatively unprofitable, and there
was, moreover, a traditional cottage industry for the hand-reeling of silk.
Consequently, perhaps the most widely established type of society was
that marketing members’ hand-reeled silk. Such societies have been
working for the past 50 years and have built up an elaborate federal
organisation, but they have undergone a gradual change. As it became
increasingly difficult for hand-reeled silk to compete with machine-reeled,
the societies set up their own factories. At first, members reeled their
own silk in the factories, much as they might have used a co-operative
reaping or threshing machine. Later, paid workers were generally sub-
stituted. Some societies were started on these lines from the first, others
go a step further and manufacture silk cloth, but these seem to be ap-
proaching the capitalist form of organisation. With these may perhaps
be classed the societies of factory owners for the joint marketing of either
reeled silk or silk fabries. In 1927, a National Raw Silk Marketing Co-
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operative Federation was set up with the object of selling direct to the
larger firms and avoiding small local manufacturers. Since then, the
Japanese silk industry has felt the effects of the slump and a good deal
of government control and restriction has been applied not always in the
interest of the co-operative societies, which have smaller establishments
than the capitalist manufacturers and are thus probably less influential
and also less easy to fit into a scheme of rigid technical rationalisation.

Silk is also produced in Southern Bulgaria and several societies for
the drying and marketing have existed since 1921. These societies are
without share capital, but a small percentage is deducted annually from
the sums due to all consignors and is used to build up the societies’ capi-
tal. Loans for the construction of buildings were obtained from the
Agricultural Bank, but have for the most part been paid off. Members
may obtain a small loan before delivery, an advance up to 80 per cent.
of the value on delivery, and the balance on final sale. Cocoons were
formerly sold to Italy, but when this trade was stopped by sanctions at
least one large society set up its own silk filature.

In Italy, about a fifth of the national production of silk cocoons is
sold either through special co-operative drying and marketing societies
or through general farmers’ societies. The establishment of drying rooms
was helped forward by the grant of State loans. A central co-operative
marketing agency was established in 1930. A few local societies have
begun their own spinning and weaving, but the experiment has yet to
become general. France and Yugoslavia also have co-operative silk
marketing societies.

Flax is an important produet in Russia and the Baltic countries and
is grown to some extent in other European countries, including Ireland.
Flax sales in Russia fall within the Collective Farm system, but in Latvia,
Lithuania, Estonia and Poland they are organised, at least in part, on
co-operative lines. In Latvia the general purposes societies buy flax
from their members. In Lithuania, linseed is also bought and special flax
growing societies have been formed with the object of improving strains
and methods of cultivation. There are also two co-operative linen facto-
ries. In Czechoslovakia and Ireland flax scutching and retting societies
have existed for some time and might have had a wider development if
the market for flax had been more favourable. As it is, the external
competition of artificial sitkk and cotton with linen, and the internal com-
petition of cheap Russian flax, have reduced many of these societies to
inactivity. Latvia, where there were factories as well as marketing
societies, has had the same experience.

Co-operative wool marketing is characteristic of a different set of
countries, more particularly of Great Britain and the United States. In
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England, five or six large societies handle a substantial part of the wool
clip. Members deliver fleeces to a grading and storage centre where
they are classed, the member receiving an advance on the wool deli-
vered which the society pays out of a temporary bank loan. Later,
samples are sent to the London wool auctions, where the whole eclip is
sold. In Ecotland, a somewhat different method of selling is pursued.
There are no auctions, and the co-operative society sells direct to manu-
facturers at home and abroad. In Scotland the society admits not only
individual members, who are usually large farmers, but also clubs and
small socielies representing the farmer with a few sheep.

In the United States the first societies were pools of the most primi-
tive description, in which a group of farmers dumped their wool un-
graded and a sale was arranged, usually to a single buyer. The more
developed type closely resembles the British model, with the exception
that marketing contracts are usual and that contracted members can get
a small advance before the delivery of wool. An interesting develop-
ment is that of a National Wool Marketing Corporation selling the wool
of the local associations direct to the mills. Not all is graded, that from
large western flocks which is known to be fairly uniform is frequently
cold as delivered {rom the farm. Most associations, especially in the
west, market mohair as well as wool.

In South Africa, both wool and mohair are sold through the
(national) Farmers Co-operative Wool and Produce Union, which is
affiliated to the Overseas Farmers’ Co-operative Federations, with
offices in London. In Canada, too, a national organisation, the Cana-
dian Co-operative Wool Growers, acts [or the whole Dominion.

Beveraces : Correg, Cocoa, Hops.

Of the three main non-alcoholic beverages—the infusions—tea
alone never appears to have been the subject of co-operative handling
except by the Consumers’ Co-operative Movement. It is a plantation
product, and the plantations of the English and Scottish Co-operative
Wholesale Society constitute the only variation from purely capitalist
production.

Coffee is in a rather different case. In Africa especially, there are
both small and large producers, and the former have made a beginning
with co-operative marketing, the Kilimanjaro Native Co-operative
Union marketing coffee for 16 affiliated societies in Tanganyika. More-
over, coffee has its substitutes and what might be called its recognised
adulterants. Chicory is the most important, and in Czechoslovakia the
production of coffee from chicory is to the extent of 70 per cent. in co-
operative hands. Two sets of organisation are involved. In the first,
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chicory roots are received from members, mechanically sliced and dried
in kilns. In the second, a more elaborate plant is required. The dried
slices are received from a circle of contributing kilns, roasted and milled
to a fine dark powder. Members reccive a cash advance on delivery
and the balance after sale. In most cases the roasting plant is the pro-
perty of a federal organisation, to which the local kilns are affiliated,
but occasionally they supply to roasting factories run by the Consum-
ers’ Co-operative Movement. One of the federal factories also manu-
factures the so-called corn coffec from roasted rye.

Cocoa is marketed co-operatively both by Furopean planters and
Negro peasants in Trinidad and Tobago, the latter running their own
fermentaries built with credit obtained by members individually from
the Local Co-operative Credit Society, and selling through the Cocoa
Planters’ Association. The first of these fermentaries was started in
1928, has developed with marked success and found imitators.

African peasants have also made a good beginning with the mar-
keting of cocoa in the Gold Coast and Nigeria. In the Gold Coast the
movement began in 1929 with some help from Government in the
method of organisation. The object was to sell in bulk to merchants.
Members subseribed share capital and warehouses with the necessary
bags and weighing machines were installed. Working expenses are met
out of a small commission. Consignments of cocoa are examined by an
officer of the Department of Agriculture and a certificate of purity
issued. A beginning has been made with small advances to members
during the off season, but this is dependent on the growth of each
society’s own funds. At first the Government undertook a good deal of
the responsibility for central marketing, but now a Joint Marketing
Committee has been formed of representatives of the 250 local societies,
with full power to arrange the sales of cocoa. A similar system is deve-
loping in Nigeria where, in 1934, a marketing union was formed with
30 affiliated village societies.

Hops stand in a somewhat different class, if only because they are
merely an ingredient and not the main basis of an industrial product.
They are not a widespread crop, and attempts to organise their market-
ing co-operatively have not been particularly successful except in Eng-
land. Even here, however, the problem of the recalcitrant minority
proved particularly difficult, and the Hop Marketing Co-operative
Society gave place to the National Hop Marketing Board with com-
pulsory powers.

Svcear Brer, PoTATOES, STRAW.

The grounds for grouping together the above three products are
that they are all field crops of temperate climates and that particularly
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costly machinery is required in order to prepare from them a market-
able industrial product.

In Holland, sugar beet is the next most important agricultural in-
dustry after dairying, and 65 per cent. of the output and nearly all the
larger factories are in co-operative hands. Their ecstablishment was
accompanied by a perpetual struggle with private interests. P?ach ffac—
tory is based on a shareholding membership, the shares being high
(about £33) and each carrying a contract to supply 20,000 to 39,000
kilograms of sugar beet. Nevertheless, all members are comparatively
small farmers. Beet is delivered to collecting stations after the harvest
is weighed, tested and a first instalment of the price, based on sugar
content, is paid within a month. Four out of the seven co-operative fac-
tories sell jointly through one of their number, which has a refinery,
one sells independently and two through a private merchant.

i h the
i i factory carrying throug
Bulgaria has one co-operative sugar fae an}:i oo R oeamers

whole process, from raw beet to refined su

. i ting point is that
: i lling agent. An interes .
Co-operative Movemen’;laassltgeii ;riwegrs must be shareholders in the

fac'fory workersUaS.t“zie States, Yugoslavia and Czechoslovakia, however,
society. .In the m: roceed’ed beyond farmers’ bargaining organisa
c.o-operat%on has 110 &ate or private factories. In France, there are
tions selling beet to put no co-operative sugar factories. In the

’ distilleries .
i[.’?rrsnezs t‘;‘;ite are a few societies producing maple or cane-sugar.

. ; of potatoes is for alcohol, various types of flour
and zt}:licﬁd:zgl:l lz;S(celriedpproduct for stock'-feedin‘g, The ﬁrs.t is I.)r?-
bably the most important and the mos? truly industrial. It has its origin
in most Central European countries in the former great estate where
it was usual to turn a portion of the potato output into industrial alcohol,
which could later be used for farm machinery. Where great estates
have been broken up, as in Czechoslovakia and Estonia, the distillery
has frequently become co-operative property. In Czechoslovakia there
are nearly 300 co-operative distilleries. Members take up one share for
every three hectares and are pledged to deliver 10 quintals of potatoes
per hectare. The distillery manufactures the raw spirit and sells it to
the Czechoslovak aleohol monopoly, which is composed to the extent of
72 per cent. of agricultural distilleries and 28 per cent. of refineries and
industrial distilleries. The output is controlled by Government and allo-
cated among the various distilleries, By-products are returned by dis-
tilleries to their members and used for cattle-feed.

In the Netherlands, where potatoes are planted freely, particularly
as a cleaning crop on newly drained land, and where relatively small
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farms and not great estates are the rule, potatoes are converted into
meal and starch rather than alcohol. Here co-operative factories control
80 to 90 per cent. of the output of potatoes for this particular purpose.
Shares and contracts to supply are much as in Czechoslovakia. A first
payment is made on delivery and a second in six months. It is also in
the Netherlands that straw-board factories on co-operative lines have
developed successfully and have proved a particularly economical way
of disposing of straw in a district where there is not much livestock.

Tosacco, OpiumM, PERFUME.

Tobacco was one of the first products to be sold co-operatively in
the United States, but the earliest eflorts were more in the nature of a
growers’ strike against low prices than a co-operative selling service.
Even in the great rush to form co-operative societies about 1920, the
dominating idea was that of a price-fixing monopoly reinforced by “iron-
clad” contracts and able to hold up supplies if buyers proved recalci-
trant. This system broke down, as perhaps it deserved to, and the Ame-
rican tobacco marketing societies which survived or have since been
set up have modified and liberalised their contract system and improved
their service, with good results.

In South Africa, co-operative tobacco marketing societies control
something like 90 per cent. of the output, assisted by the law, which
allows any co-operative organisation which controls a given proportion
of the crop to take over compulsorily the marketing of the whole crop
within the district. Co-operative marketing of tobacco is also carried
on in Rhodesia. In South Eastern Europe a good deal of tobacco is
grown by small peasant proprietors. In Bulgaria, there are 22 large
societies united in a National Union. Members take up a share and
assume a liability of five times the share. There is no contract to supply.
Advance payments are made on delivery, full payment is made after
the tobacco is sold. The societies have their own drying and ferment.
ing rooms and employ their own staff to sort and pack. Much tobacco
is sold to the State monopolies in various countries,

Opium, the area planted much restricted by League of Nation’s regy.
lations, is also a crop of South East Europe and is sold through co-ope-
rative societies in southern Yugoslayia. The co-operative production of
flower perfumes is more widespread. Attar of roseg is one of the na-
tional products of Bulgaria, and many of the distillerjes are co-opera.
tive. In Dalmatia (Yugoslavia) rosematy is similarly treated, and i
Southern France and French North Africa geraniums and other plants
are grown for their perfume, distilled by co-operative enterprise.
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ted Secretary of the Geographical Society but declined this post as, by
this time, he was already interested in the Russian Socialist movement,
which was just beginning then, and felt that he could only consecrate
his life to his country and not to science.

Kropotkine joined a group of voung men, who called themsclves
“ Nihilists 7; at the head of this group was a certain Tschaikovsky. As
this society had anti-governmental purposcs, all ils members were arrest-
ed one after another. Kropotkine himself was arrested in 1874 and shut
up in the famous Peter and Paul fortress in Petersburg out of which he
managed 10 escape with the help of his friends in 1876 and travelled to
England. From England he came to Switzerland where he was before and
joined the anarchist League, the so-called Jura-Federation. Here, in the
company of simple Swiss watch-makers, his theory of life was definitely
formed. In a little town of Western Switzerland Kropotkine started
the edition of an anarchist paper Le Revolte. where most of the articles
were written by him. He travelled many times to France and England.
In 1883 Kropotkine was condemned by a military court to 5 years’ impri-
sonment for the orvanisation in Lyons of an anarchists’ workers’ revolt.
He was liberated in 1886. After this Kropotkine lived mostly in London,
where he was busy with literary and scientific work. He collaborated in
many British magazines and encyclopzedias. He returned to his native
country, Russia, after the revolution of 1917. He hoped that the revolution

would bring order in Russia, the order which was his dream for many and
s at was his disappointment with the Bolshevik
perator. The Bolsheviks

He died in Mos-

many years. But gre
regime. He lived in Moscow and became .co-o !
did not succeed in making Kropotkine their partisan.
cow on the 8th February 1921.

Although Kropotkine was from 1872 mem‘ber of the' Internatio'nal
League of workers, and a disciple of the Russian anarchist Bacounine,
he cannot be considered as a follower of pure anarchy; he was much
more a pacific anarchist, like the famous French geographer and anarchist
Elisee Reclus. Whilst Bacounine was a follower of revolutionary and
violent methods, Kropotkine still hoped that one could achieve much and
better without violence. This was repcated many times by Kropotkine
to the author of these lines in Moscow. v

Kropotkine distinguished himself by an extreme idealism in theory
and in practice. This can be seen, for instance, in his booklet “ To the
young people,” which, although translated in nearly all languages of the
world, is understood by few.

Very. important are also his other writings : Mutual help as a factor
of evolution and Fields, Factories gnd Workshops. The first book was
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highly esteemed in British co-operative circles ; it even became a reader
in co-operative schools.

This book opposes the falsely understood Darwinism, which took from
the great scholar in natural sciences only the high-sounding phrase
“ Struggle for existence of every-one against every-body " which also in-
fluenced Marx and the Marxist circles by the drawing up of the class-
struggle theory. Whilst this theory lifts mutual struggle to a factor of
evolution, and to a first-rate factor too, Kropotkine, in his book “ Mutual
Help,” asserts, that only mutual aid, and not mutual struggle, brings the
real progress. He proves this by means of zoological and sociological
examinations. After some sound studies about animal life Kropotkine
comes to the conclusion that in the animal kingdom association can be
found on all scales of development. He writes: “Life is a struggle;
and in this struggle only the more adapted survive. But the answer to
the question : with what weapon can we best accomplish this struggle ?
resounds: “Through mutual help, which overcomes competition between
individuals of the same kind. Do not struggle! Struggle and competi-
tion are always unwholesome to the species and they have many ways
of avoiding it. That is the way of nature, which is not always realized,
but is always efficacious. That is the watch-word that comes to us out
of the thicket, the forest, river, ocean.... And therefore get together,
practise mutual aid! This is the surest way to give the highest safety,
the best guarantee for existence and progress for all and everybody, for
body, soul and morale. That is what nature teaches us, and that is
what was done by all the animals which have reached a higher degree
in their class. That is also what was done by the human being—the
primitive human beings ; and that is why the human being attained the
degree where we now are.”

Kropotkine writes further that the opinion of most Europeans about
the “savageness” of primitive tribes is wrong. As to the mutual help
between the “ savages " of the same origin one could find many examples
of higher humanity and charity between them. But even otherwise one
could ask little more from the social feeling of the primitive. Kropotkine
quotes the fact that Bushpeople of South Africa never sit to their meal
without shouting thrice to see if there is somebody who would like to
share their meal with them.

Kropotkine attributes a very great importance to the mediaeval ru-
ral community, under which could develop new forms of culture : agri-
culture attained a high degree of development, the home industries
developed to a higher perfection. Wildnerness was conquered, cut
through by streets, and settled everywhere by colonists, which left the
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original communities and created new ones. Markets and fortified points
and places of open worship were erected by rural communities of the
‘“ Barbarians.”

The counter part of the rural communities in the country were the
guilds in the towns. “If the guilds were so largely spread,” writes later
Kropotkine, * if they existed for a thousand years, this was due to the
fact that it was not only a union for eating, or church-visiting, or assisting
at funerals. They corresponded to a deep and strong feeling in people’s
nature, they were even more, they were a union for mutual help through
advise in all emergencies and situation in life.” The guilds were, so to
speak, co-operative societies, which corresponded to the needs of the

mediaeval people.

Kropotkine atiributes the mediaeval culture, which left us such
monuments as the gothic churches, precisely to the work of those guilds.
When the guilds were abolished by the State, this was a draw-back for
culture.

The better we know the mediaeval town, the clearer we see that
it was not only a political organisation for the defence of certain liber-
ties, but also an organisation for mutual aid, a union for production and
conception, in one word for the whole of social life, At the same time
this organisation was not enforced by Government.

Kropotkine speaks also about the co-operative organisation pro-
per which he calls the crown of all kinds of organisation. Inter alia, he
writes that co-operation in Russia is a natural product of the middle
age. The history of the colonisation of South Russia and Siberia is the
history of co-operatives for hunting and fishing, which were followed by
the rural communities.

Kropotkine thinks one could imagine the future society as an asso-
ciation which would have with each of her members the following agree-
ment | —

“We are ready to dedicate you our buildings, shops, streets, means of
communication, schools, museums, etc.,...... under the condition, that
you from your side, will give your work for us, every day for four or five
hours from the time you are 20 to your 45th year. You can choose your-
self the group you like to join, or you can constitute a new group but
only under the condition that this group will produce what is required
of them, as fixed beforehand. And for the time which is left free, unite
yourself in groups, with which you like for rest and enjoyment, for scien-
*fe or artistic work entirely after your taste. Thousands of associa-
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tions will put before themselves the following task: what to-day is a
privilege of few, will then be open for everybody.”

Kropotkine does not give a place for the State in his future society,
then all functions of the State will be done by special voluntary associa-
tions.

Of the same, if not so radical, opinion are many theorists of modern
co-operation.

[4

For Kropotkine the State signifies “ abolition of individuality, ini-
tiative and creative activity.” The more numerous are the duties to-
wards the State, the less are the obligations of the citizens towards each
other. Whilst the State opposes the free development of the individual,
the instinct of solidarity proper to everybody weakens naturally.

An adversary of the State, Kropotkine was a strong adversary of capi-
talist industry. Like John Ruskin, the English philosopher, Kropotkine
attributed great importance to artisan’s labour, which he opposed to the
mechanisation of modern industry. He also preferred the country to the
town. In his book “Fields, factories and workshops ” Kropotkine
comes to the conclusion that the return of humanity to agriculture is
inevitable.

Kropotkine was not only an adversary of the State but also of Par-
liamentarism. Further as well as Bacounine, Kropotkine was an enemy
of Centralisation and of Bureaucracy.

Under the pretext of division of labour, we have sharply separated
the brain worker from the manual worker. The masses of the workmen
do not receive more scientific education than their grandfathers did ; but
they have been deprived of the education of even the small workshop . . .
As to the men of science, they despise manual labour. How few of them
would be able to make a telescope, or even a plainer instrument ? . . .
Nay, they have raised the contempt of manual labour to the height of o
theory !

—P. Kropotkine,
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ORIGIN.

The Punjab is the first province in India to start the experiment of
Land Mortgage Banks. But before an actual experiment was com-
menced, a careful enquiry was made to discover where would be found
the best chancce of success. As a result of such inquiry Jhang was select-
ed. This is a district which up to a few years ago, was largely a waste,
but which is now becoming a flourishing agricultural (ract in conse-
quence of the extension of canal irrigation. The landowners possess
extensive areas of land, of which the value is rapidly rising ; this feature
affords sound security for loans, the security which the Punjab money-
lender loves ; next door is the rich colony of Lyallpur to which many of
the Jhang moneylenders went to seek fortunes that were only too easy to
find. The money earned in Lyallpur was lent out freely to their neigh-
bours of Jhang, and the easy credit thus provided soon tempted the own-
ers 'to extravagan(?e that led inevitably to debt and mortgage. In the
carlier days, land in Jbang was of little value and large tracts were en-
cumkﬁered for sums which now appear ridiculously small, the lender was
usually able to secure the pick of the lands of his victim, and it is this fact,
the best lands being encumbered for small sums, that h
opportunity for the Co-operative Mortgage Banks.

of the Settlement Operations in 1880, over 1,15,000
under mortgage ; the area steadil
acres. The preliminary enqui
vears’ produce of the land enc

as provided the
On the completion
acres of land werc
y increased till it exceeded 2,00,000
rybsuggested that in many cases a few
. umbered would suffice to ; 1

sor'ne cases, owing to improved communication and coﬁzéfqg:;? e:f;e’ :)I;
prices, the debt was less than the value of one year’s produce. As the
holdings were unusually high for the Punjab, so also were t}; debts :
and the ordinary credit society could do little to meet the n ds ef sgger
owners. Under the circumstances it appeared that et
could be advanced at a low rate of interest
to expect valuable results in a short time,

bigger
if long-term loans
there would be good reason

The schfeme was discussed at g large meeting of landowners and as
a result of it a mortgage bank was registered under the Co-

Societies Act II of 1912 in June 1920, with headquarters at J operative

hang.
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But before attempting to extend the experiment of establi.shing
mortgage banks in other parts of the Province it was thought desirable
to examine the actual working of Jhang scheme for 5 year's. Aftex: get-
ting sufficient experience of the pioneer institution .a'nd being convmc.ed
of its utility a second bank was started at Mia.nwah in 1?24.‘ The third
followed next year at Soncoat in Rohtak district. By~ this time the ad-
vantages of these banks had become obvious; therefore 5 new b‘anks
were registered in 1926, one each at Gurgaon, Lyallpur, Tob‘a Telj: Singh,
Samunduri and Sheikhupura. Two new banks were organised in 1927,
one at Gujranwala and the other at Shahpur. Only one new bank wz?s
established in 1928 at Naraingarh and one in 1929 at ]‘Bhalxx{al. Their
number thus in 1929 rose to 12 and after that year the registration of new
banks has been stopped. Therefore their number stands at the old figure

of 12 now.

Tue JuaNG Co-OPERATIVE MORTGAGE BANK.

This was the first mortgage bank in India. It was registered on 30th
June, 1920 ; it commenced its operations on the following lines: The
bank advanced loans for (a) redemption of mortgage, (b) land improve-
ment, (c) liquidation of old debts and (d) purchase of_ lgnd.
Membership was confined {o owners of land in Jhang district.
Each member was to take one share of Rs. 10 for every
Rs. 500 or fraction thereof, which he borrowed. Liability was

Every loan was secured by a mortgage in a form

unlimited. As further

prescribed by the Punjab Alienation of Land Act.
security, the member might be required to mortgage, not only the Ianfl
redeemed. but all his other immovable property to the banlf. In addi-
iion, two personal sureties were taken to relieve the committee of the

trouble of worrying the member for repayment.

Profits were indivisible ; the maximum loan should not exceed fifteen
times the estimated annual profits (after deducting land revenue) of the
land mortgaged, and the loans should not be for more than 20 years. .A
member wishing to take a loan should send his sharemoney z.as prescrib-
ed, together with an application and record of his debts. His land was
then inspected by a member of the Committee on the spot. He reported
on the condition of the land, the financial and moral circum§tances of
the applicant and his sureties, and particularly as to whether it was ad-
vantageous to the applicant that his land should be ret'leemed on the
bank’s terms. The valuation of the net profit was a real difficulty at ﬁrst,
and one member of the committee gave a misleading account which might
have led to trouble, but for the extreme caution in the selection c.)f men}-
bers. This report formed the basis of action taken, anc'l a0cor(.lmg'ly, it
was necessary to secure for the Committee the best men in the district,
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The great obstacle to rapid progress of the bank in the beginning
was the want of long-term funds. The bank had the power to issue
debentures, but none was issued by it for the simple reason that there
was no market for them.

The bank started its work with a loan of Rs. 50,000 from the Jullun-
dur Central Co-operative Bank, the original of this type in India. The
sum enabled the bank to commence business and to redeem mortgages ;
as repayments were received they were remitted to the Jullundur Cen-
tral Bank. Later on a sum was placed at the disposal of the bank from
the amount allotted to the Registrar under Co-operative Societies Act.
These funds in 1922 were somewhat as follows:—

Rs. Rs.
Share .. 4211 On loan .. 111,084
Profit .. 1,097 Cash in hand . 2553
Government loan .. 177,000
Jullundur loan .. 31,329
Total .. 113,637 Total .. 113637

Up to 1922 the bank had advanced Rs. 1,04,777 for redemption of
mortgages, Rs. 26,875 for liquidation of old debts, and Rs. 14,000 for
improvement of land. The area redeemed up to 1923 with the aid of
the bank was 1,970 acres; under the security scheme total area taken
by the bank under mortgage as cover was 7,014 acres, so that there was
ample security for the loans. In addition to the area referred to, the
loans were used to redeem 739 date-palm trees. By 1922 six members
had repaid the mortgage money, although the bank was in its third year.

Repayments in the beginning always exceeded the instalment fixed as
the following figure will show : —

Rabi 1921. Demand Rs. 4,526. Recovered Rs. 6,651,
Rabi 1922. Demand Rs. 8,476. Recovered Rs. 12,937.

The bank worked successfully for some years but in 1928 on the eve
of depression, 112 out of 216 borrowers defaulted. This wholesale default
was due to the failure of the Rabi harvest but it was not excused as the
whole of the principal due was postponed by the bank, in
other words these 112 defaulters paid neither principal nor interest.
Their number later on was reduced to 50 and even less. The
incident, however, is pregnant with warning. In the first place, the bank
is the oldest in the province and shows what may happen with age:
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Secondly, it serves an area where the need for a mortgage bank is un-
doubted, but where education and character are not sufficiently develop-
ed to ensure the wise application of a loan or its punctual repayment.
Thirdly, it has drawn its clients more from the landlord than from the
peasant-proprietor, with the result that loans have been larger than were
prudent. In 1930 they averaged Rs. 3,852 and in 1935, Rs. 2,076 ; fourthly,
it operates over a whole district, consisting of 3,400 square miles which
is too large an area for a mortgage bank run on co-operative lines. This
mistake was not repeated and mortgage banks were restricted to a single
tehsil. A further point that might have militated against its success was
that it was started before the ordinary credit society had taken vigorous
root in the district. The village credit society teaches much that is of
value for the working of a co-operative mortgage bank and until it is
firmly established in an area, a mortgage bank should rarely be started
there as it is a much more difficult form of co-operation.

The position of the bank on 31st July, 1931, was as follows : —

The number of members, all individuals, was 539. They held 1,545
shares. The share capital amounted to Rs. 15,450 and Reserve fund to
Rs. 17,120 and loans from Provincial Bank Rs. 2,06,416. The number of
loans granted was 314 and the total amount advanced was Rs. 5,75,007.
The principal outstanding was Rs. 2,12,121 on 31st July, 1931. The area
mortgaged as security for the principal outstanding was 74,539 kanals.
3 outstanding loans exceeded Rs. 5,000 each. The number of defaulters
was 69. The sums advanced for the objects given below were : —

Rs.
1. Repayments of old debts .. 143175
2. Redemption of land .. 293482
3. Improvement of land .. 134350
4. Purchase of land Nil

Its present position is apparent from the statement that follows : —

The number of its members is 420. It has a working capital of
Rs. 1,58,297. Shares amount to Rs. 12,440, deposits Rs, 1,010, and Reserve
Rs. 9,188. Loans amount to Rs. 1,35,959.

It advances loans up to 10 times the land revenue. Only one loan
was given in 1935. 106 borrowers defaulted. 6 borrowers applied for
insolvency. 5 loans of the value of Rs. 5,724 were secured by taking
fresh securities. There are 8 members who are mutually sureties for
each other for Rs. 9,498. 23 members made repayments amounting to
Rs. 4,290 out of their annual income, 35 members paid Rs. 6,120 by mort-

gaging their land and one member gave back Rs. 950 by sale of his land.
4
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Execution proceedings were taken in hand against 25 members for
Rs. 27,887 but only Rs. 3,299 was recovered. In 13 cases no recovery
could be made. It is working at a loss. Now the chief work of this
bank, as of all other banks, is to make recoverics and secure loans with-

out advancing new ones.

WORKING OF LAND MORTGAGE BANKS IN PUNJAB—MEMBERS.

Every member of a mortgage bank in the Punjab must be: (1) an
individual cultivating, managing or living on the proceeds of agriculture
or forest land ordinarily in the area of the operation of the bank, of good
character and sound mind and of not less than 18 years of age and compe-
tent to contract, except in the case of a minor heir or nominee of a
deceased member, (2) an individual nominated by Government or
Registrar as an officer in the bank or as a member of the Managing Com-
mittee.

SHARES.

With the exception of the nominated member, ek, sub.
to hold one share for every Rs. 500 which he borrows from 1~1-Ch t?h & A
ject to the condition that no member can hold shares of which the nO‘_nli
nal value excceds Rs. 1,000 or onc-fifth of the total of the share t:ﬁpit?ti
actually subscribed. Non-horrowing members, excepl the nominate
member, have to hold at least one share each.

every member has

AReAa OF OPERATION. .
The Jhang and Mianwali banks operate cach over a wholo distl'l(";.

The area of operation of all other banks is L.‘onf'mod to a single tehSlO,

usually an area of 750 to 1,000 square miles with a population of 1,50,00

to 2,00,000.

OsJECTs OF LoANS. . |
Apart from agricultural credit societies, only owners of agricultural

land may become members. Loans are made for the 1.‘eden'1ptif)n of land.
But as the disease of land purchase at an uneconomic price is virulent
in the Punjab, no loans are now advancefi f(?r t}'le purchase of land by
any bank. Loans are also made for the liquidation of unsecured debts,
and are available for the improvement of land ; but there is little demand
of money on this account. As a result of a Conference of Mortgage
Banks in April, 1930, loans for the redemption of land and for the pay-
ment of old debts have been stopped for the present; for the fall in
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prices has reduced the effective rate on usufructuary mortgages to not
more than five per cent, and has made it hard for the creditors of all kinds
to recover their dues; and there is no reason why a bank should harm
its members by giving them loans at a higher rate of interest than they
are actually paying on the one hand, or, on the other, help the money-
lender at its own considerable expense.

Maximum LiMit or LoaN.

To guard against all dangerous possibilities of facile credit, no bank
originally was allowed to lend any one more than Rs. 10,000. This was
subsequently reduced to Rs. 5,000 and again lowered to Rs. 4,000, The
maximum loan can in no case excced 15 times the estimated annual net
profits (after deducting land revenue and other charges imposed by a
public authority) of all immoveble property given in mortgage by the
borrower, or 10 times the profits of all his own immovable property given
in mortgage, together with that of any immovable property specifically
mortgaged to the bank on this account by the sureties, whichever amount
be the greater provided that 30 times the land revenue may be assumed
to be not more than 15 times the profits of the land assessed to land
revenue.

A loan not exceeding 30 times the land revenue of the land on which
it is secured was at first given after a summary inquiry by the Directors.
But since 1930 the limit has been reduced from 30 times to 5 times the
land revenue or Rs. 4,000, whichever is less. For the most part banks
advance from Rs. 1,000 to Rs. 3,000 at a time, but in the prosperous dis-
trict of Lyallpur, where holdings are substantial, loans have averaged
Rs. 3,218 each, and in the poverty-stricken district of Gurgaon only
Rs. 595. The amount outstanding represents only Rs. 35 per acre mort-
gaged. Considering that the average price of the land in the Punjab is
well over Rs. 200. It is clear that the material security is ample.

How 10 BorrOW.

Any member desiring to borrow from the bank has to give a notice
to the Secretary and at the same time has to deposit in full the value of
the extra shares prescribed. The money is not taken into capital unless
the loan is sanctioned. If it is not sanctioned it is returned to the mem-
ber if he so desires. The application has to be made in a form prescrib-
ed by the Committee, and has to show the area (in acres) and land
revenue of the land, if any, which is to be redeemed, the area and the
land revenue of the land offered as security, the nature and value of
other property offered, and the name of the ¢o-operative society, if any,
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which will give security as required by the bye-laws. The application is

then, if complete, entered in the register of applications in order of

receipt.

In all cases in which the loan exceeds 30 times, now 5 times, the
land revenue, the valuation of the property and the estimation of the net
profit are carried out after local inquiry by persons appointed by the
bank. The bank also cbtains confidential report in a sealed cover from
at least one of such valuers. If a loan is made wholly or partly on the
security of the co-operative society, the committee of the society has to
be consulted about the valuation and estimation and is invited to sign the
open report. The valuation of land assessed to land revenue is based on :
(1) an extract from Khasra girdavari for not less than 3 years, showing
the crops grown; (2) the Settlement Officer’s estimate of the out-turn
of such crops, if such an estimate was made ; and (3) the return of prices
annually made to the revenue authorities by their staff.

The Committee require a borrower, before receiving a loan, to mort-
gage as additional security either all his remaining immovable property
or his own immovable property yielding an annual net profit 3 times as’
great as the instalment due on the loan in any one year, whichever be
the less. Every borrower has also to give two reliable
In the event of the death of any surety or for other s
bank may call upon the borrower to produce another
from the revenue record have to be filled in support o
regard to property contained in record, and the positio:
and the sureties, and the valuation of thejr property h,
such intervals as the Committee may prescribe.
income tax paid by sureties are shown by extr
maintained by Government.

personal sureties.
ufficient cause the
surety. Extracts
f statement, with
n of the borrower
as to be verified at
The land revenue and
acts from the records

PERriop oF Loans,
According to the model bye-laws the maxim

loan can be granted is 20 years. But in practice no loan is advanced for

more than ten years, and since 1930 i
. - ' t i

lc;-;ms zmgfht, if suitable arrangeme o b:::d: esldgd that further
ed cases for 15 years. ' ¢ iven In approv-

year hat the period allovfe% for
in New Zealand , 42 i o Years in Chile, 36% years
34'%% years in Austria i ] yg(:)ars in Italy and Japan,
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um period for which a
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years, but there is danger at present in thls’. for with lan u?sedtlxlci:;czs
and unbusinesslike peasantry the benefit obtallned by a oartl by ﬁ(ilcu]ties
forgotten and only the burden remembgred Wl.th ?Onssquetr;d e
as to repayment. When the cultivator is s'uﬁ'icxent y T uc; o
stand the virtue of punctuality and sufficiently -cll:lzve OP; also desirable
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to extend the period. But at the out-set t.hese 1‘)an . W(;. t ; between the
o o thomaos 10t ls of s e b
- oan of the ordinary cred! )

:}}:Zr:v:z:emml mortgage bank. To pass straight from the for;ecct:l Sti}:iczrc;ilil(:
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ind i bank is in the ex-

i 's mind is that as long as a : :
e o fori;d onex(*)izfl of loan should not exceed 20 years in this
e passed it might be extended from 20 to 40

tions being taken to ensure regular pay-

perimental stage, ‘
province but after that stage is
years subject to special precau
e er, residing in an area in which there
exists a co-operative credit society for memb§r§hip of which h.e is quég'
fied, save on the security of the society, in addition to the sec1.1r1ty pro':n -
d ’b e. The society is liable as surety for each 1oar? so given up to a
. iir(r):n‘;l of Rs. 1,000 in the case of each loan, and its liability 1slnot
ilr::rininished until the amount outstanding is reduced todRs}.) 1,?:));;; ee:,tss.
The loans to be paid for improvement of land are made by

fixed by the Committee for each such loan.

No loan is granted to a memb

BE RECALLED. .
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e o 1Sh borrower defaults in any payment of principal or

loan = X eh porrower fails to produce a new surety when r;e—
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Every loan becomes due for 1 ¢ of the possession of any borrower

of the mortgaged property passes ou



566 THE InpraAN Co-0PERATIVE REVIEW

(or any one of two or more individual joint borrowers) through death,
alienation or otherwise. The bank may in such cases transfer the lia-
bility or renew the loan by agrecment to the successors in interest of the
borrower who have to hold shares as required by the bye-laws. Every
loan becomes due for immediate repayment in full on the cancellation of
the registration of the bank.

RATE OF INTEREST.

The rate of interest on loans granted by the bank to individuals,
so far as a credit society is not liable as surety, was 9 per cent per annum
and has been reduced to 7 per cent in some cases. The rate of interest
on that loan or part of loan in which a society is not a surety has to be
repaid in full before the other part. Interest at 1232 per cent was
charged on any instalment in arrears. The rate of interest was reduced
to 7 per cent by some banks. Even this is too high a rate in these days

of cheap money.

Cost T0 BORROWER.

The borrower has to pay the expenses incurred : (1) on the valua-
tion of the land and the estimation of the net profits which the Bank
undertakes on his behalf; (2) in redeeming the land from previous
mortgages, if this duty is undertaken by the Bank; and (3) all other
expenses incurred by the Bank in dealing with the borrowers or with
claimants contesting his rights in respect of the mortgage.

PRESENT POSITION.

The figures that follow indicate the present state of these Banks : —

1933 1934 1935
Rs. Lakhs Rs. Lakhs  Rs. Lakhs
Working Capital. 2059 19-73 18-86
This is made up as follows : —
(1) Share Capital .. .. 1-17 1-16 1-15
(2) Reserve Fund . .. -99 .97 -93
Loans from :
(a) The Provincial Co-opera-
tive Bank .. .. 1695 16-35 15-66
‘b) The Punjab Co-operative
Union .. .. .. 1-13 .01 -78
(c) Government direct . . .. 31 -30 -30

(d) Miscellaneous deposits . 04 -04 -04
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Rs. 15:66 lakhs lent by the Provincial Bank include Rs. 5 lakhs of deben-
tures issued by it.

Almost all mortgage banks continue in default as regards repay-
ment to the Provincial Bank. Rs. 1-46 lakhs were recovered by these
banks from their borrowers in 1935 as against Rs. 1-77 lakhs in 1934.
Overdues however slightly decreased from Rs. 5 lakhs to Rs. 4-71 lakhs.
In 1935 only Rs. 2 lakhs of new loans were advanced. Gujaranwala
issued a loan of Rs. 1,600 for the liquidation of old debt and Naraingarh

Rs. 2,000 for redemption of land.

Owing to the fall in prices, mortgage banks generally have not been
able {o recover to an appreciable extent the principal instalments due
on loans. Default in the Ambala Division has been aggravated by the
failure of the monsoon between 1929 and 1932 and floods in 1933. The
Provincial Bank, with a view to help mortgage banks, sometime back
reduced its lending rate to 52 per cent. with retrospective effect and,
ignoring instalments of principal in arrear, agreed to accept repayment
of the existing principal debt to it over a period of 10 years in 20 half-

yearly instalments.

DIFFICULTIES.

There are many difficulties in the working of a mortgage bank in the
Punjab.

1. The greatest difficulty is to create a proper balance between the
interests of the creditors and those of the borrowers. In a mortgage
bank the directors can hardly be creditors, and as dividends are not paid
they have no personal interest in the profit. Their sympathies are with
the borrower rather than with the bank. In order to safeguard the in-
terest of the bank no director is now given a loan.

2. The rate of interest charged by the mortgage banks is so high
that the members cannot possibly repay out of the lands redeemed by
them or even those mortgaged as security with the banks. It is for this
reason only that no further loans are being issued. The question of the
reduction of the lending rates should be seriously considered if these
banks are to be of any use to the agriculturists.

3. The last resort of recovery is to take temporary possession of
the land mortgaged with the bank. But this is not only a difficult job
to manage but generally results in loss to the bank. If the land of the
debtor is taken in possession its rent is not enough to cover the charges
for interest even. Therefore it is very difficult to recover the principal.
It has been calculated that the average return from lands in these days
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of depression does not exceed 3 per cent. while the interest cht;rgszdc:’::
mortgage banks is not less than 7 per cent. Therefore und.er }t)at In
cumstances it is difficult for the borrowers to pay off their de kS o
some cases in Lyallpur, no income was realised from t'he land taken
possession, although the revenue demand has to be paid.

4. When the lands are leased out by the banks, as in Lyallp‘ur, the
villagers try to stand in the way of the banks, as their sympathies are
always with the debtors and therefore they combine and thus ke.ep.th.e
rent low. The outsiders are not allowed to take lease of land by.mtxml-
dation and they do not come forward to ta.ke lease of .scat‘tered pxece.s of
land for a short-term of one year. Physical possession is not.possfble
when villagers join hands against the banks. In Lyallpur, for m-stance,
the total lease money for 24 squares of land was Rs. 3,099, while the
amount of interest involved was Rs. 7,392 at 9 per cent,

5. The continuous depression has exhausted the resources of the
borrowers. Where they find it difficult to pay the Government dues, the
question of payment of debts becomes of secondary importance to them.

The banks do not accept Batai terms. The defaulters are either big
landlords or peasant proprietors who are protected by the former.
cution of awards is a difficult problem. When pressure is brought to bear
on the debtors and the sureties they run to Courts and apply for insol-
vency. There are cases in which the b

Execution through courts has lost all its effects in Gurgaon,
ment cannot help where there are ng assets attachable.
jail is of no avail in Gurgaon as was see
jail without any better result. The pr
dilatory in all their stages that g perso
avoid payment for a long time,

Attach-
Detention in
n in cases of five debtors sent to
oceedings in civil courts are sg
N who does not mean to pay can

and the Directors in them must hav
conditions, capacity to estimate fairly
yield, the income and expenditure of 3 1
sterling character and unselfish in the
be accurate and true to
interest of mortgage ban
against the interests of
with small extent of land

. » and must be men with
1Ir actionsg,

facts as any
ks and any haphazarq depreci
the agricultur;
S and smal]
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banks do not take any interest in their working andf gfenter.':lllz:t ;;n;l:;
very little help in recoveries. There is, as a matter oThacl;n ‘,I:ho]esome
opposition in secret if not openly at every stage. o e

task of recoveries mainly falls on the Departmental staff.

7. After a good committee, the greatest dlﬂ‘ic(;llfcy 1sS ;of agretteio;reo;:s
€rs to repay their loans punctually, a1‘1d to go on oilr?gtinguiSh on vears
or more. An ordinary peasant has still to learn to 151 guish, between
productive and unproductive expenditure, to borrow only e e
and save for the latter, and whenevex: he borro;l;vs, z;s:))v tz Zoply the
loans to the purpose for which it was given. He as ait. to leamn fo be
punctual in repayment instead of forever postponfmglt.,b e oo
expenditure or increase his efforts rather than fle aut ,eei/ e
and thrift, to make both ends meet where they. dxdhnolC Itr(l) ¢ before ; and
in good year to put something by for t}}e bad; in ds o:' ;ﬁe fit vide for an
o gation before it rises inStefa;ihzf t:zlsxzflttzsgadzvlelop his intelligence
"ro tll)lundfoliz txﬁz;::;;elz 20 th; }Zure of his ﬁnancia‘l ills. Witht tI}::
;féavyefurde;) of debt and the growing deii;'e for rl’;r;c;eurcxf;g;r:n‘:ii ,the

i e mo ;
- c'an doufb :hﬂ:z 1‘;‘2’121905111:;11 gg:li(sflozaves it equally in no doubt that
frf(ﬁ'?cr:!gnecir(:edit iannot succeed, unless education and cl:haractere::e suf-
ﬁciengtly developed to ensure wise lending and punctual repayment.

8. The staff of the banks is generally not efficient 31;11% tll)tis tls
. N i i It is very cu 0
ay and uncertain service. '

?ius t}:o riolvlvt tppz of men to carry on the business of Fhe ‘bzatnk.b Itk hafs
bn f:ung thast’ the most useful man {for employment in these :;n s is
eenh i ractical land revenue experience and a knowle-dge of prac-
:)' rle1 avgylngerztive banking, and honest men with these qualifications are

ical co- ,

not easily available.

In one bank, the combination of a new H?norary Secreta;y witlll arr:
untrained clerk led to loans being carelessly issued. In anot. er, ;1 oad
of Rs. 2,000 was advanced about some years ago' on the security oIt an s,
which the borrower led the bank to believe as his own pr(?pert‘)r. . wa
subsequently discovered that he had only an occupancy right in it.

9. Inadequate enquiries and misapplication of loans:— I; lﬁ re:
ted from one district that a director brought a large number o share
o to the general meeting for the election of directors at his own
bolders to d that there have been cases at meetings where directors
expens.i- ar;eaders to get the loans sanctioned which they have recom-
fight hd,? pIn Lyallpur district, a member took a loan of Rs. 1,409, a'nd
:ft?::; t};ree months applied for insolvency. On his loan application
5
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he had stateq his outside liabilities to be Rs, 3,000; but in the insolvency
betition he stateq them to be Rg,. 11,500. In the same district a direc-
tor, after inquiry, recommended a loan to an applicant for Rs. 4,400 for
the repayment of o]q debt. The loan was issued. Shortly
afterwards, his other creditors filed an application for insolvency

to devote enough time to do an honorary job properly.
reply is that he should not undertake the job at all,
do the work it would be difficult to
the banks are not, in most cases, eno
There are cases in which the Punjy
vincial Co-operative Bank have been paying g
attached for duty to g mortgage bank, wh;
ance. This is against the brinciple on whicp Co-o
work, which is, that if the bank cannot afforq
give it gratuitous ang free service,

The obvious
If a director did not
get it done gt all, for the profits of

Perative Bankg should
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i ower of
debt, in view of the fall in prices, anfi the deﬁrezsii:;:: ia% a hard
Iand: and loans were accordingly restricted. TI y iE:‘.e of the halving of
struggle to keep their heads above water. bnspa fide inability on the
{ostalments in colony areas, theri hasl beer:)b;;ig:gons They have mort-

t their loan . nt
part of many borrowers to mee . d of buoyancy and the prese
i mood O Yy .« 32
aged their future too heavily e : d their “morale
fagesc:ro};;l; fall in prices is straining their resources an

equally.

i bsolute guarantee but
The mortgage may be, the.o.retlcall.y, a}gn eizt O o of o.nly
comns 'the defeCﬁ'Veftl;ZS lgfxr?j(:tslflv?\/lflilgs:ljgel bank experiencée;gl (g??tx;:)-
compa_‘rat“’e Value' . would appear to have two lessons (tio :f orc;; ()
e C'OIOmeS"od of boom to recognise, define anh eim ree the
;helgl?c}ir:;??i glei? type of credit expansion, and (b) the imp
ea

of a comparatively cheap rate of interest.

i articularly in Lyallpur, tha}t Mort-

Mousations wsrenmsgres}lxnixllgii,llicting their dues, but detg;icll(se?r;
e Tanks fave ete them. In the first place, all Mortgag; Banks in
pary hardly Suppor ver a period of at least three years x"e ;11) ! thelr
e e h? Veh(:at was due each harvest, and even 1fn Olciec sllec
1(:1' emanfdiht;)s: a::d(:lc::i demands fhey have ilf o:;zfeso:’th;)re;; tepzr ) re
aine, i res, except :
bomed fr‘om taklingt:kos;cgi gﬁzjs in a position to payuto ev;/;ioi t;};;]:
o dehberatehy involve the banks in loss. The Ly? p:n-t lorigage
Obliiattionkan(istes:ison of debtors’ land in 16 cases ctlut ;h ea ch-)) :n D per
Tl ook P ix i t under arrest.
150 defauters; six ci?iﬁali;‘jelx;u high number ('>f arrests, 15; thl:
gage Bank shows o ntly finding that this method gives the best res.u‘l
Directors there applarethe rest of the banks the total number of Cwi;
e ca:riir 5r-1 no other bank took possession of debtors’ lan
arrests was ;

in 1933. .
i re outside assistance has been

iy howevl:r, lgzxiliia:lgtfgiisvg?jtor by the Punj?b Co-.operatitve
frorced 2 bY_t ehave greatly improved, and this in 1tse1.f 1llustx;;1 ei
Jnion, rec'overfles sistance and control by some impersonal mslepen t‘en
the m';ces.slty oAlz;sbanks naturally endeavour to keep down thEI.I' rlé;mu:i
organisator, It is only too often an inadequate.z and inefficie
costs, and the Fes banks have also been faced with dlfﬁcult. htlgatx?;l,
staff. The Lyaup'ur of subordinate civil courts being at variance :v:
some of the demsm‘nsd by the law officers at Government headq}lar erls,
the position 2% adVnga TZk Singh, has had considerable troub1.e u;) det; -
o Onli 2}f1 t};zl;r;’sTo(f) physical resistance to the taking of possession by the
ing with the
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bank when it was necessary to foreclose on the mortgage, and in two
chaks there has been organised obstruction and violence and to obtain
the necessary redress is a long and thorny process.

In several Banks, the Directors,
stopped, take little further interest i
task of recoveries is left to the Managers and the Departmental staff.
Of one bank it is caustically remarked that the Directors “came not to
serve but to suck”, and certainly the condition of the bank justifies the
comment. The one lesson that the mortgage banks have learnt as a
result of the prevailing depression is that the calce
of the borrowers must be based on figures of ten
and not on those of the years in which the loa
vanced.

now that the issuing of loans has
n their affairs, and the invidious

ulation of the income
years or more of crops
ns happened to be ad-
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modifications in the following direc-
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accept almost one-fourth of the amount. The funds for Mortgage Cor-
poration can be found by:— (1) Government making advances and
establishing a guarantee fund to which the Provinces should contribute.
(2) Making it obligatory on all Insurance Companies and Banks to take
the license for doing business in provinces. (3) The license should pro-
vide that a definite portion of the working capital of (a) Insurance
Companies and (b) Banks should be invested in long-term debentures
issued by the Mortgage Corporation. (4) The Mortgage Corporation
should be legally authorised to settle agricultural debts and to issue

debentures in payment. It should be obligatory to the creditor to receive
the debentures.

The Central Government and the Provincial Governments should
undertake to guarantee the debentures. The advances made by the
Government should be free of interest on the lines of English Mortgage

Credit Corporation, set up by the Agricultural Credit Act, 1928. The
debentures stock should be trustee security.”

The proceedings do not indicate if any opinion was expressed by the
Conference on this scheme.

SUGGESTIONS FOR IMPROVEMENT—PROPOSAL oF MORTGAGE BANKS’
COMMITTEE.

The question of reorganising and improving the mortgage banks was
considered by the Co-operative Conference held at Lahore in March
1935, under the presidency of His Excellency the Governor, who is keenl;r

interested in the Co-operative Movement. This Conference appointed
a Committee to consider the problem in detail.

. ) This Committee was
of opinion that the following alterations in the organisation of the exist-

ing mortgage banks were essential : —

(1) There must be more stringent offici

: : ial control over the lending
ope.rflt'lons. of the banks; (2) The Mortgage Banks must have increase?l
facilities in regard to the taking over of defaulting debtors’ land, and
must also have preferential rights over other creditors : (3) The ’Secu-

rity provisions must be tightened inci
o oestion 8 up, both as regards principal debtors

. tAs regbardi (}) it was suggested that the existing constitution of the

mor i;goi ldan st s}l’lxould not be materially changed, but that the directo-
not have power to sanction loans: |

. ; s; they should, with the

assistance of the staff paid by the bank or by Government, scrutinise

loan applications, carr
) y out valuations and examj i
- - a
their recommendations accordingly ine titles and make

b .
should rest with the Assistant Regi ue the power to sanction loans

; strar in the case of smaller loans
(say upto Rs. 2,000) and with the Registrar in case of loans above that
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LAND MORTGAGE BANKS IN BOMBAY PRESIDENCY

By

CERT., AlB, (LoND.),

d Mortgage Bank, Ltd.

Mr. K. D KOTHARL
-operative Lan

Accountant, Bombay provincial CO

The problem of Land Mortgage Banks in Bombay Presidency as else-
where in India is closely connected with the problem of rural indebtec'l_
ness. Attempts at finding out S° i £ this problem were made in

ineties of the last century by Justice

Bombay Presi s early as the !
ay Presidency 2 y in the first

M. G. Ranade and Sir Wwilliam Wedderburn- Later om,
Sir Lallubhai Samaldas submitted 2 scheme to

decade of this century : 5
Government for the S0 : this problem and Sir Dinshaw Wacha
also advocated the starting of an Agricultural Bank on tl.me Egyptian
model. However none of these schemes found fsavour w1t}}; Goxi%xi)n_
. ' - i jeties’ Act 4
ment. Wi ssing of the Co-operative S0¢12 ’ :
ent. With the P2 g Credit Societies would

ained that Co-operative
ment of their debts.

hopes were entert
be able to finance agriculturists for re-pay
proved of the scheme of debentures

Eventuall Government ap . _
put foer;-d by Sir Lallubhai Samaldas and the late Sir Vithal-
daS Thakersey Whe i 1911 the Bombay Central
’ der this scheme, Government

up to three times the share capital

{(now Provincial) Co-operative B
i debentures
Buaranteed interest % Rs. 20 1akhs in order to enable the

of th ith the maximum 0 ]
e Bank wit e to agriculturists who were members

B . _t T .
ank to provide long e ombay Presidency for redemption of

of Co- ive Societies : :
o-operative >0 : Jorable business in its early days in financing

debts. The Bank did consider

long-term credit out of the funds raised from dgbent}lres }Ja;ter ‘oxtx,
b T s activities mainly to pancing agriculturis S
owever, it d1rected ’ ural needs. The Bank con-

. - oult

through village societies for current agricult ) :

tinued to finance agriculturists for redemption of debts in some special
societies, but lo

cases through the age :
form at present only a smal portion of its total gdgr?:;;ces, e.g.,
out of the total advances of B 62,840 on 30-6-5%-

The question of starting 2 separate c')rga 2
credit in Bombay Presidency Wa° frst discusse 'among €0-0
1923. At the Gujarat Divisional Co-operative Confe.rence .held
in 1922, a Committee was appointed under the chau'manshlp.of D.lw;‘;n
Bahadu,r A. U. Malii to examine this question and the Committee in its
report recommended the starting of Co-operative Land Mortgage Banks

6

nisation for land mortgage
perators in
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and the formation of Central L
- ; and Mortgage i
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per cent and the Bank sold off the debenifle Vah;e W
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8. )
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Membershi
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Shar
Name of th € Loa S
Prima € £ Capital adva n Loans out-
Bankry g and nced. standing Instalments
g 3 Reserve ) in arrears. Profit+
S Fund. N or
z Rs. Q. A;Ount. No. Amount N Loss.—
Broach 307 7.83 ) s_* Rs. . 0. Amount.
Pachora—East 839 80 134490 "—67 e Rs. Rs.
Kt landesh 15 98,442
4 10400 0 7212
Dharwar 90 14547 ;1 1,58.364 0 134 +674
Total 2 IMI0 % 1o s deee 726
551 327 o 48 16 -
786 243 475964 227 394101 ,045 —5,546
34, 137 41375
I
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The Bombay Provincial Co-operative Bank functioned as a sort of

3 Central Land Mortgage Bank for fnancing the Land Mortgage Banks
through a separate department. The Bank appointed 2 separate sub-
mittee consisting of three direc-

committee called Land Mortgage Sub-com
tors to deal with the business connected with the department. The Pro-
. of about 1Yz Per cent between its borrowing

vincial Bank kept 2 margin of &
his department. The

and lending rates for meeting the expenses of t : !
Land Mortgage Ban i dent source of income in the be-

ginning as they Were 1o the rate of interest.
They were meeting their expense .fees, valuatl?n charges
and the interest earned o the investment of their share capital. They
were, however, allowed grants by the Provinc1a1 Bank for meeting their

annual deficits.

ial Bank changed this arrangement from April, 1934, and
{ 34 per cent to the Land Mortgage Banks and kept
4 per cen the expenses. It there-
of allowing grants 10 the Land Mortgage Banks
en the Bombay Provincial Co-

financing the Land Mortgage

The Provinc
allowed a margin ©
to itself a margin of 3
after stopped the system
for meeting their annual deficits.

operative Bank commenced the work of : :
tary conditions Were very stringent and it could

anks in 1930, (e 170 Ny bout 6 per cent rate of interest. It
i is] 5 only at 2 ou pe .
obtain the requisite fund v ot at which rate the

g per ¢
advanced loans to Land Banks at
borrowers were also fnanced bY the Land Mortgag® Banks. The mone

tary conditions became easi€r later on, and the rate of interest on loans

to Land Mortgage Banks was reduce h rate the

d to 7 per cent at whic
borrowers were fnance d Mortgage Banks. The whole
arrangement wWas however

April, 1934. The Provincial
Bank, on the whole secured th funds at 4%z PeT cent interest
taking into considera

which the debentures were
i ovision for sinking fund
issued. The Bank had to keep 1 pe pr \
and agreed to charge 614 per cent to Land Mortgage Banks, from April
1934 for all the loans nced and also for all future loans,
keeping thereb the margin of ¥ cent for meeting its expenses. The
Laxf)d 1%/[0 t;:gz Banks we or cent to their borrowers
r . .
ting their expenses.
thereby keeping 2 margin or mee
The Land Il)\dortgage Banks acte or less as ghg age;xtls of
of the Bombay Provincial Co-operative Bank forl dl;trtl 1:;:0:1 ; nkm‘;m
: ook to that B3 or
and also for recovery of instalments 2% = .
subsidjes to meet their annual deficits- This factor, 1B the_zb:;:cfn:ia a;z
ness 1
outside control, contributed t0 some €X ‘
ment of the Pachora and Dharwar anks and it was rather dtotc:) lzzeizah::
the system was revised. Even thenf The Bom-

quate for the efficient management o

t for meeting
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bay Provincial Co-operative Bank had advanced upto this time
Rs. 4,97,202 to three Land Mortgage Banks on account of 248 borrowers
and of this Rs. 4,10,761 were outstanding on 30-6-'36.

A committee was appointed by Government in 1933 to examine the
working of the Land Mortgage Banks. The committee examined the
whole problem thoroughly. They, of course, came across many defects
in the working of these banks. Some of the defects were merely consti-
tutional, while others were due to miscalculation of the repaying capa-
city of the borrowers. However, they saw a great danger in allowing
things to drift. They saw that the burden of debts was becoming heavier
day by day due to high rates of interest on the one hand, and the low re-
paying capacity of the agriculturists on the other. They were of the opi-
nion that unless a machinery capable of materially assisting the agricul-
turists by substituting the burdensome debts by loans carrying low rates
of interest and made repayable by easy instalments was brought into exis-
tence, the situation in the rural areas might become grave endangering
the social order. They examined various schemes for supplying the finance
but came to the conclusion that Land Morigage Banks with long-term
resources were the best agency for supplying long-term finance to the
agriculturists. They considered that the best way to obtain the funds
was by way of issuing debentures in the market, to be guaranteed by
Government as had been the case elsewhere. They recommended the
establishment of a Provincial Land Mortgage Bank with Primary Banks
in various districts of the Presidency affiliated to it. They also recom-
mended that Government should give some special facilities to the Land
Mortgage Banks such as free services of Land Valuation Officers at least
in the beginning and should give substantial grants to the Provincial
Land Mortgage Bank for meeting deficits in its initial stages. Govern-
ment have accordingly registered in June last year 10 more Primary
Banks bringing the total number of Primary Banks to 13 within the
Presidency. They have registered in July 1935 the Provincial Co-opera-
tive Land Mortgage Bank at Bombay. Government have promised an
annual subsidy of Rs. 500 to each of the newly started Primary Banks
and also an annual subsidy of Rs. 10,000, Rs. 7,500 and Rs. 5,000 for the
first, second and third years respectively to the Provincial Land Mort-
gage Bank for meeting the deficit in its working.

The bye-laws of the Primary Banks provide that loans are to be
advanced for redemption of old debts, improvement of lands and in some
special cases purchase of lands if it be economically beneficial to the appli-
cants. There are two classes of membership. A class membership is
open to borrowers and non-borrowers while B class membership which
does not carry any right of voting is open to only co-parca-
ners and other persons interested in the property of the bor-
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rowers. It is required that the non-borrowing members should hold
at least 10 shares each and the borrowing members should hold
shares at least of the value of 5 per cent of their borrowings from the
Bank. The authorised share capital of each of the Primary Banks has
been fixed at Rs. 1,00,000 made up of shares of class A and class B.
The face value of A class share is Rs. 5 and that of B class share is
Re. 1. The Board of Directors of a Primary Bank is to consist of seven
persons having two representatives of borrowing members, 2 representa-
tives of non-borrowing members and one representative of each of the
Provincial Land Mortgage Bank, the Registrar and the District Cen-
tral Co-operative Bank or financing institution working in the area of
operation of the Bank. The first Board of Directors is, however,
nominated by the Registrar to hcld office for the first three years. The
maximum limit of an individual loan has been fixed at Rs. 10,000, but
this bye-law has been recently amended so as to allow a loan upto
Rs. 25,000 in special cases with the special permission of the Registrar.
Loans are secured on the first mortgages of immovable property offered
as security by the borrowers valued at least double the amount of the
loan. The maximum period of loan has been fixed at 20 years, but pro-
vision is made for granting of extensions in case of distress or failure
of crops, but in no case is the total period of loan to exceed twenty-five
years. The loans to the borrowers of the Primary Banks are made re-
payable by equated instalments which include both principal and inte-
rest. The Primary Banks are required by their bye-laws to carry to
Reserve Fund at least 50 p.c. of their net prefits annually and limit their
dividend to the maximum of 6% per cent. The Primary Banks are also
required to invest their share capital and the Reserve Funds in deposits
with or the shares of the Bombay Provincial Land Mortgage Bank or in
any securities specified in section 20 of the Indian Trusts Act. Out
of the three old Primary Banks, Broach and Pachora Banks have already
adopted the revised bye-laws and are affiliated to the Provincial Land
Mortgage Bank. Dharwar Land Mortgage Bank is still to adopt the
revised bye-laws and is not as yet affiliated to the Provincial Land Mort-
gage Bank. Ten new Primary Banks registered last year are located at
Syrat, Nadiad, Dhulia, Jalgaon, Poona, Karad, Nasik, Belgaum, Hubli
and Karwar having for their area of operation the districts in which they
are situated. Some time was required in organising these Primary
Banks. Now they are well settled and are receiving large number of
applications for loans. All the Land Mortgage Banks have Land Valua-
tion Officers, appointed by the Registrar, who have to estimate properly
the valuation of lands offered as security by the applicants. They are
also required to examine and assess the repaying capacity of the appli-
cants and scrutinize the debts and all connected papers submitted by the
applicants. The title to the lands is examined by Legal Advisers,
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appointed by the Primary Banks for the purpose. The applications are
then submitted for consideration of the Board of Directors of the Pri-
mary Banks. The Primary Banks then forward the applications with
their recommendations to the Provincial Land Mortgage Bank through
the Assistant Registrar, Land Mortgage Banks. The loan applications
when received by the Provincial Land Mortgage Bank are subjected to
full scrutiny, and final sanction is communicated to the Primary Banks
after the loans are sanctioned by the Board of Directors of the Provin-
cial Land Mortgage Bank. The Primary Banks have appointed Concilia-
tion Boards who conciliate the debts of the applicants to whom loans are
sanctioned. The Primary Banks thereafter send requisition forms to the
Provincial Land Mortgage Bank and draw loans by cheques. They take
loan bonds from their members for the loans advanced and the lands
taken in mortgage arc re-mortgaged by them to the Provincial Land
Mortgage Bank. The following figures show the working of the newly

started ten Primary Banks as on 30-9-'36.

Share
Capital Amount of loan Amount of loan  Amount of
Name of the and applications applications loans 5 <
Primary Bank. Reserve reccived. recommended. advanced. @@
Fund. E 3
v U
- - e e - D_»‘ i
No. Amount. No. Amount. No. Amount.
Rs. Rs. Rs. Rs. Rs.
Surat 26641 161 353250 38 71635 11 22725 3,000
Nadiad (Kaira) 6,081 168 4,37,038 12 24,428 — — -
Dhulia (West-Khan-
desh) 15,886 181 3,53,420 90  1,53,400 28 42200 12721
Jalgaon (East-Khan-
desh) 23,049 397 5460500 o1 48550 o0 31810 8.389
Poona. 1015 203 346825 86 110575 27 20604 6723
Karad (Satara) 28541 221 387930 56 73321 12 9850 2100
Nasik 8,311 107 212185 3 45,324 3 3,450 536
Belgz%um 14,000 30 7,72,664 42 88.515 13 26.390 3.242
Hubli (Dharwar) 8402 162 246695 59 97050 3 36,142 13,740
Karwar (North-
Kanara) 9775 53 128680 22 62580 7 13,600 633
Total 151701 1954 37.85587 469 775178 155 225771 51,084

The Bombay Provincial Co-operative Land Mortgage Bank was re-
gistered on 7-12-1935 and was formally opened on 15-1-1936 by His
Excellency the Governor of Bombay. The Board of Directors consists
of influential persons under the distinguished Presidentship of Sir Lallu-
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bhai Samaldas. The Board consists of 15 directors having six represen-
tatives from among the share holders of the Bank, five representatives
of the Primary Banks, two nominated by the Registrar, one nominee of
the Bombay Provincial Co-operative Bank, and the Registrar as Ex-
Officio member of the Board. The day-to-day administiration of the Bank
is entrusted by the Board to an Exccutive Committee consisting of
seven directors. The President, the Registrar and the Managing Direc-
tor are Ex-Officio members of the Executive Committee. It also includes
two representatives of the Primary Banks and one of the two nominees
of the Registrar on the Board of the Bank. The authorised share capi-
tal of the Bank has been fixed at Rs. 10 lakhs divided into 10,000 shares
of Rs. 100 cach. Out of this. 5,000 shares of Rs. 100 each were offered
for subscription to the public.  The subscription list was opened on
15-1-'36 and was closed on 1-2-'36, the shares having been {ully subscrib-
ed. The limit had to be raised by 500 shares, in order to enable the Co-
operative Banks and Socicties to subscribe to the shares of the Bank. The
remaining number of 4,500 shares have been reserved for Primary Banks
which are required to invest in the share capital of this Bank at least to
the extent of 5 per cent of their borrowings from the Bank. The shares
subscribed by the Primary Banks are fully paid-up while the shares sub-
scribed by others are called up for Rs. 60. The paid-up share capital of
the Bank amounts to Rs. 3,66,980 on 30-9-'36. The Bank is required as
per its bye-laws to carry (o Reserve Fund at least 25 per cent of its net
profits annually and restrict dividend to the maximum of 6% per cent.
The Bank advances loans to the Primary Banks on the security of
mortgages obtained by the Primary Banks from their borrowers and
transferred to the Provincial Land Mortgage Bank. The loans to the
Primary Banks carry interest at 42 per cent and the Primary Banks
are required to advance loans to their borrowers at 6 per cent, keeping
thereby a margin of 132 per cent for their expenses and contingencies.
The loans to the Primary Banks are made repayable by equal instal-
ments of principal, and interest is calculated on the daily balances of
loans outstanding. Loans are advanced for 5, 10, 15 or 20 years, but
provision is made for granting cxtensions in case of distress or failure of
crops, but in no case is the period of loan to exceed 25 years. The Bank
has upto 30-9-36 received 361 applications for loans amounting to
Rs. 6,87,495 of which 326 applications for Rs. 497,310 have so far been
sanctioned by the Executive Committee of the Bank. 15 applications for
loans of Rs. 62,530 were rejected while 20 applications for loans of
Rs. 44,475 are pending with the Bank. The Bank has advanced upto
30-9-'36 loans of Rs. 2,31,725 in respect of 155 borrowers of 10 Primary
Banks. Most of the loans are for redemption of debts while some are for
improvement of lands and a few are for purchase of lands also. In
fact out of loans of Rs. 2,31,725 advanced upto 30-9-’36 on account of 155
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borrowers, loans for Rs. 2,22,935 for 140 borrowers were for redemption
of debts, loans for Rs. 5,590 for 12 borrowers were for improvement of
lands and loans for Rs. 3,200 for 3 borrowers were for purchase of lands.
The Bank has been advancing loans upto this time out of its share capi-
tal, but this source will soon be exhausted and the Bank will have to
obtain further funds by way of floating debentures in the market. The
Bombay Legislative Council has already passed a resolution to guarantee
the principal of, and interest on, debentures to be issued by this Bank
upto to Rs. 50 lakhs. The Government of Bombay have also agreed to
guarantee the debentures upto Rs. 10 lakhs for the present. The work
of drafting the terms and conditions of the Debenture Trust Deed has
been entrusted to the Government Solicitors and it is understood that
the final draft of the Trust Deed has been forwarded to the Government
of Bombay for final orders. The Bank is eagerly awaiting the final
orders of the Government sanctioning the terms of the Debenture Trust
Deed so as to be able to float the first series of debentures of Rs. 10
lakhs in the market.

Mr. V. N. Patil has recently introduced in the Bombay Legislative
Council a Bill called Debt Conciliation Bill, the provisions of which are
likely to affect vitally the interest of the agriculturists in general and
the working of this Bank in particular. The Bill is on the model of
Debt Conciliation Act now operating in Central Provinces and Berar.
Even if the principle underlying the Bill is accepted, it will require cer-
tain modifications in the light of experience now gained in other pro-
vinces and inasmuch as the conditions in the Presidency are not quite
similar to the conditions prevailing in other provinces where similar
Acts are in operation. In fact, Primary Banks affiliated to the Bombay
Provincial Co-operative Land Mortgage Bank have already established
Conciliation Boards, which conciliate on a voluntary basis the debts of
the applicants to whom loans are sanctioned. They have acquired con-
siderable experience in this direction and Government will be well ad-
vised to consult the Bombay Provincial Land Mortgage Bank before the
Bill reaches its final stages.

Land Mortgage Banks have also found place in two progressive
States of Bhavanagar and Baroda. In fact, in the Bhavanagar State the
Darbar instituted a novel scheme whereby all the Kheduts within the
State were to be completely redeemed of all the debts of the Sowcars.
The scheme was dependent for its success on the voluntary co-operation
of the Sowcars and the Kheduts. The scheme was to be applied to 2
big compact area such as a Mahal or Tappa where a majority of both the
cultivators and Sowcars were prepared to settle up their accounts. Fur-
ther, the scope of the scheme covered all customers of the same creditor
and all the creditors of the same debtor. Again, as the redemption loant
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was to be advanced by the Darbar on behalf of the indebted Khedut
and then recovered from him, though of course, by easy instalments, the
amount of such loan had necessarily to be limited according to the capa-
city and solvency of the Khedut concerned. So according to the scheme
the amount paid in composition was to be governed by twofold limita-
tions—viz., (1) It should not exceed a sum equal to three times the
annual amount of assessment payable by the Debtor-Khedut and (2) that
the total amount paid on account of a particular Tappa should not exceed
one-fourth of the total nominal outstanding debts of the Kheduts of that
Tappa. There had of course been considerable difficulty in the beginning
in implementing this scheme due to the hesitation of the Sowcars to come
to an agreement but with personal influence and better understanding,
the scheme was brought into operation in all the ten Mahals of the State
and was brought to a successful completion by the end of 1933. The State
accordingly paid off the debts of 12,493 Kheduts. The debts in all amount-
ed to Rs. 86,38,874 which were admitted for Rs. 45,11,183 and were com-
pounded for Rs. 20,59,473. This was all due to the personal interest
taken by the Darbar and also to the zeal and perseverance of Sir Prabha-
shankar D. Pattani and his loyal band of wokers. The State, in fact,
has set a noble example for other States to follow.

The Baroda Government is also taking keen interest in the affairs
of the agriculturists. A Land Mortgage Bank has also been started in
Baroda some three years back with State assistance. The State has offered
free services of a land valuation officer for the first 5 years. The State has
agreed to guarantee interest on the debentures to be floated by the Bank
and to purchase debentures upto Rs. 2,50.000. The State has also
agreed to grant subsidies to the Bank for meeting all the expenses of the
first year and deficits of the four successive years. The Bank is author-
jsed to accept deposits and issue debentures for financing agriculturists
with long-term loans for the purpose of redemption of debts, purchase
of lands, and improvement of lands ; but the total outside liabilities of the
Bank is not to exceed ten times its paid-up share capital and the Reserve
Fund. The Bank deals directly with the farmers and advances loans
on the security of lands valued at, at least double the amount of loan.
The paid-up share capital of the Bank amounted to Rs. 69,575 on 30-6-'36
and the Bank had deposits of Rs. 1,00,800 on that date. The Bank at
present advances loans from the share capital and deposits but will have
40 float debentures soon in order to extend its operations. The Bank had
advanced within 3 years Rs. 1,57,775 to 79 borrowers of which Rs. 1,52,555
remained outstanding on 30-6-'36.

Thus the Land Mortgage Banks in Bombay Presidency are still in
their infancy. We wish them an era of useful service in the cause of
agriculturists in general and the Co-operative Movement in particular.

7



LAND MORTGAGE BANKING IN THE BOMBAY KARNATAK

By

Mr. B. M. Rao,
Dharwar.

To bring the borrower and the lender closer and to bridge the dis-
tance between them the co-operative movement has been helpful to a
large extent, which is in evidence even in the nooks and corners of the
Karnatak. The presence of nearly 1,200 societies within the four dis.
tricts of the Division has been of immense help in tapping the local re-
sources and in facilitating the proper and timely finance required hy the
needy. Co-operative effort can to-day avail of over two crores of rupeeg
for the purpose and this includes owned capital to an extent of nearly
half of it or about a crore of rupees. Co-operators felt from the very
early times that it was not enough to finance current agricultural needs
or in other words ‘ Short-term finance” was not enough to ease thé
agriculturist’s condition, since he was weighed down with the burden
of old debts. Progressive societies took up the task of affording relief
by the advance of amounts to redeem their members’ old debts. It was
not difficult either, since the District Central Banks had large amounts
at hand, and the Provincial Co-operative Bank could be depended upon
for supplementary finance, if and when needed, Though there was
some progress made in this direction a decade back, the practice was
not viewed with favour from the point of view of proper banking and
the possible complications resulting from the fact that the amounts

availed of invariably included deposits for short periods ranging from
one to five years.

Finance for the redemption of old debts had to be made available
for long periods and at cheap rates of interest, which therefore had to be
separately looked for. And this question attracted the attention of co-
operators as early as 1921. The Gujerat Divisional Co-operative Con-
ference of that year entrusted the Provincial Co-operative Institute with
the task of studying the question and formulating recommendations. A
S}lb—Committee was then appointed including representatives from the
different Divisions (the late Mr. F. T. Nalavadi represented the Karna-
tak) to do the needful. This Committee arrived at the conclusion that
long-term finance was necessary and it should be made available under
special arrangements, which called for Government assistance. The

InS.titute brought the matter to the notice of Government and had to
wait for a decision.
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Meanwhile the Baroda State moved in the matter and had the pro-
blem thrashed out by a Committee, whose recommendations took prac-
tical effect without much delay. The Bombay Government, after care-
ful thought, offered to give help and directed in 1928 that as an experi-
mental measure three Land Mortgage Banks be organised in the Presi-
dency under the Provincial Co-operative Bank. Government under-
took to subscribe to the debentures and also offered to supply expert
assistance by the loan of services of land valuation officers. This en-
couraged the co-operators and the proposed three Land Mortgage Banks
came into existence at three places including Dharwar. These three
Banks were registered separately in 1928 and 1929.

The Bank at Dharwar was registered on 21-1-1929 and its first
general meeting came off on 12-2-1929 when a Directorate was
clected as provided in the bye-laws. The area of operations included
the whole district ; the membership was to consist of intending borrowers,
which was a safcguard against the possible difference in interests.
The Board of Directors included four elected members along with a
nominee of the Registrar, a nominee of the Provincial Co-operative
Bank and also one on behalf of the debenture-holders. In the absence
of any debenture-holders in the District (since these were not put on
the market) one Director was co-opted by the above Board after forma-
tion, to make up the full number. This Board was authorised to con-
sider loan applications for amounts between Rs. 750 and Rs. 10,000.

The procedure laid down for the disposal of loan applications was
in the main as follows: Applications were to be received from land-
holding agriculturists, who were members in “A” and “B” class socie-
ties in the area. To facilitate scrutiny of applications by the Land
Valuer these were to be received from one Taluka and then another,
these in turn being selected for the general conditions, rainfall, crops,
etc. The intending member had to subscribe to the share capital and
had, in addition, to pay in advance specified amounts (in proportion to
the extent of the loan sought) towards valuation fees and fees for legal
serutiny, regarding right and title of the land-holder. As an indication
of the future promptness in the payment of loan instalments, the appli-
cant had to get himself certified by the Chairman of his society regard-
ing his previous transactions. He had also to present copies of village
records regarding the bona fides of his claim and interest in the land
offered to the Bank as security. As provided in the bye-laws of the
Bank the objects for which loans could be given were: liquidation of
old debts, incurring of capital expenditure on modern agricultural imple-
ments and machinery, the construction of farm buildings, etc., and pur-
chase of fresh lands for the purpose of better cultivation and improved
methods of agriculture. But as was proper the Bank concentrated atten-
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tion on the first object, viz., liquidation of old debts. This offered the
members a double advantage in that there was material relief in the
interest that had to be paid to the former creditor and also by the com-

pounding of the prior debts with concessions, the Board members using
their influence in this direction.

There was thus a good prospect of work for the Land Mortgage
Bank and immediately after the spade work was over, the Bank was
flooded with membership and loan applications. The scrutiny of the
applications could not, however, be got instantly made, since the appoint-
ment of a Land Valuation Officer by Government was delayed for a
while due to some technical difficulties. The services of the officer were
made available from the heginning of October 1929 and work progressed
fairly well after this. For necarly two years the work went on of seru-
tiny of applications, consideration by the Board, final approval by the
Provincial Bank and advancing of loans as finally agreed upon. The
Land Valuation Officer had first to go to the village where the fands wepe
situated to sce the lands and had, by personal inspection backed by
local consultation, to recommend each case with regard to the
and value of the land, the amounts that could properly be adv
the instalments that could he fixed for the repayment.
fixed with the full consultation of the applicant and varied according to
the size of the loan from five to 20 years ordinarily. The Board selected
a panel of lawyers, who were consulted regarding the title deeds and
the legal opinion so secured was also considered by the Board along
with other case papers regarding every application. The Board then
recorded its opinion and the papers were then forwarded to the Provin-
cial Bank. With a view to facilitate quick disposal of applications the
Provincial Bank set up a ¢ Land Mortgage Department ® and had entrust-
ed its work to a Sub-Committee helped by a Scnior Inspector. Some-
times slight defects were observed and then the papers would be sent
back for additional information or more detajled scrutiny, But this
occurred occasionally. The Provincial Co-operative Bank was, however,
always agreeable to lighten the work and not infrequently sent down its
officer to dispose of papers locally. Notwithstanding the most cordial
relations and the good-will that prevailed between the Provincial Bank
and the Dharwar Land Mortgage Bank, the latter had to press its
claims for more generous considerations in some matters.

condition
anced and
ThOSL‘ were

The Primary Land Mortgage Bank was an entity by itself and had
in its bye-laws provision for profit and accumulation of a Reserve Fund.
But there was rarely an occasion to do so, since there was no margin
between the rate of interest at which amounts were made available and
that at which the loans were made to the borrowers. A budget was
prepared from year to year and the deficit was offered to be met by the
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Provincial Bank in the form of grant. {Xt one time, however, (111: c;vas:
directed that the amounts supplicd on this head had to be rega}r e z::l
“ advance ” and were to be returned. In recent years theq/ 1ov1nc1t
Bank has allowed a margin on loan amounts at the ratcf of 34 per cent.
This would enable the Bank to meet the expenses and in d;lle ]%ouxifethz
declare profits. A large number of borrowers pressed orz1 the : an | to_
« propriety " of granting loans upto half the value.of lamh m011 gag gl
the Bank, while the Bank offered upto only one-third O;t e va ue.down
has proved a prudent proposition, since la'nd values haV(eDg:r}it Lan(i
On the whole the long-term f{inance so provided t}?roug af 1:111 Land
Mortgage Bank was not a day too soon: and that it has 113)10\1;0 havse cooss
has been evident by the fact that more Land Mortgage Banks ha

started in the Karnatak of late.

Experience gained in other Provinces, notgbly in M'c?dras, \Xflls;vall;
ed of in formulating the proposals of a Special Commlttl;se v:i i}i wa

inted by the Government of Bombay three years back an : e new
appoml 1l been constituted on a different basis. The establishment
Banks ovin 2;11 L";nd Morigage Bank at the head has been a welcome
of 2 PrO\;mL too ;s the appointment of an Assistant Registrar specially
o amft S(*)thc I,;xlld Mortgage Banks. Under the new scheme, 12 new
g 1001;/13 'lm'\ re Banks have been organised in the Bombay Presidency.
Land ;)It}’g:jéare located within the Karnatak, in addition to the one
Three © 1-nginq These three Banks have been distributed one in each
alreadyh“fm ou{ 'of f()u—r districts, viz., Dharwar (at Hubli), Belgaum (at
of the e nd ’N Kanara (at Kaywar). The one district to miss the
Belga‘um)f ]and m‘ortgaqc finance (in this division) is the Bijapur Dis-
be.neﬁt o ? is exp]ainéd that the scantiness of rainfall therein and the
trict; but l'evalence of semi-famine conditions are factors which could
frequent F:l e the institution of a Land Mortgage Bank for the District.
not en?ou;xag ever, prevalent among the co-operators of that District the
There 1 O:\,,v thz’\t long-term finance, if properly made available has
contrary \l?ed utility under such conditions as are prevalent in that dis-
:r:)crte \r:}?:re to the agriculturist any amount of short-term finance can-

ict,

not afford adequate relief.

Leaving aside the controversy, the 'organisation of these Banf];s c;m-

t but be hailed as offering great relief. Government _h.ave o ert? a
it deal of financial help directly and also by the provision of trained
B0 fa work as Managers and Land Valuation Officers. As per new
hands '© drafted for these Banks, the first Board of Directors was con-
b)‘]e-la\gsb the Registrar. All the three Banks named above were regis-
Stltu;e arly last year and held their first general meetings in the summer
teri9365 a:d have just finished their first year of working. These have
:f,nected amongst them an aggregate share capital of over Rs. 26,000 and
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have received loan applications of over a hundred in each Bank. Many
of these applications have been scrutinized and loans have also been
already granted to them. An important and interesting feature has been
that there is a regular Conciliation Committee in every one of these
Banks and these Committees have been able to exert their influence to
a material extent in securing appreciable reductions from the old debts.

The above are only a few general impressions of Long-Term or
land mortgage finance as made available in the Bombay Karnatak. It
is yet too early to calculate the benefits it affords or the difficulties it
may have to surmount but no one can goinsay the fact that Land Mort-
gage Banks have a great future before them and every one interested in
the relief of agricultural indebtedness will thank Government and those
individuals who have made such finance possible.

Co-operators interested in the problem of long-term finance and the
progress of the Land Mortgage Banks in the Karnatak and in the Presi-
dency in general will sadly miss to-day two individuals of outstanding
personality both of whom did immense service to the cause—viz,
Mr. Punjabi, [.C.S., and the late Sir Lallubhai Samaldas. Mr. Punjabi,
as Registrar had a great deal to do with the starting of Land Mortgage
Banks and he is at present on leave, probably to shift his field of activi-
ties on return. Sir Lallubhai, who had been the Chairman of the Pro-
vincial Land Mortgage Bank since its inception, died a few days back.
His death leaves a big void in the sphere of co-operation in this Pro-
vince—nay in India, since he was the first to perceive the benefits of
co-operation and was upto the last a staunch supporter of the Movement.

LAND MORTGAGE BANKS IN MADRAS

By

Rao Banapur C. Gopara MENON,

Vice-President, Madras Co-operative Central Land Mortgage Bank.

Tue FirsT LAND MORTGAGE BaNKs.

The Co-operative Credit Societies organised under the Acts
of 1904 and 1912 were giving short-term credit. In fact
they were intended to give credit for seasonal agricultural opera-
tions. As time went on these societies began giving loans for longer
periods and for purposes other than seasonal agricultural operations.
Co-operators of Madras felt that they were mingling short and long-term
credit and that long-term credit should be provided by an organisation
constituted specially for the purpose. In the year 1924-25 a scheme for
special Land Mortgage Banks was approved by the Government of Mad-
ras and Land Mortgage Banks on a co-operative basis with power to float
debentures were first started. The earliest to be started were Conjee-
varam, Gudlavalleru, Madurantakam and Alamuru.

To encourage the public in the purchase of the debentures issued by
these banks the Government undertook to invest an amount equal to
that invested by the public subject to a maximum of Rs. 50,000 in any
one bank and to a further maximum of two-and-a-half lakhs for the
whole Presidency. It was laid down as a condition that the public should
first take up their Rs. 50,000. It was decided that the formation of these
banks should be confined to valuable wet areas. Two Land Morigage
Banks were registered in 1925 and ten in June 1927. But only five of
these banks were able to raise money in the market on their debentures
and the debentures of other banks did not prove popular. In spite of
Government help these banks were not able to raise debentures in the
open market even at 7 per cent. The whole. position had to be reviewed
and the Townsend Committee on Co-operation after examining the posi-
tion of these banks came to the conclusion that a Central Land Mortgage
Bank with an influential directorate must be established to finance the
Primary Banks by raising funds by ﬂotatio.n .of debentures. The then
Registrar, Mr. H. M. Hood, was of the opinion that the formation of
a Central agency alone might not attract debentures from the general
public to a large extent unless it was backed up by the Government. The
Registrar at the suggestion of the existing banks reported to the Gov-
ernment that on consultation with the representatives of these
banks the view held was that the Government should be requested to
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guaran i

the £ ut:f; ;ir:)tgr:fSts onhall debentures issued during the first five years f¢
tures at oot o tuc 5Odebentures or in the alternative to take up debe?
on all hands that 5 © 99 per cent. of the requirements. It was realise
be required oy . c:er;la.m‘afn.ount of assistance from Government woul
of interost by (oo, at this initial help should take the form of guarante
workin , ernment for at least a certain period and a subsidy fo

8 cXpenses for the bank for the first few years.

THE MAbrAs CENTRAL LAND MorTcAaGE BANK.

The Legislative Council passed a resolution teats
the Co-operative Central Land Mortgage Bank andf ?11; gx:c:r:g)aer:ia;;gn .
H. M. Hood, registered the Madras Co-operative Central Land Mort Mr
Bank, Ltd., as a Co-operative Society under Indian Act II of 1912 g';‘lﬁt
first meeting of the Board was held on 13th December, 1929 at whi. h hE
late Dr. S. Swaminadhan was elected as the President of th; Bo dC the
died soon after and the late Sir Mocherlg Ramachandra R ard. He
President in January 1930. a Hao was elected

Till the time of the establishment

banks working till then were all in de;i;gznsentfal Bank, the primary
own needs and a good deal of work had to be dUnlts for financing their
the control of the central organisation. The gne to bring them under
banks had to be amended to permit them to a fﬁlb‘] e-laws of the primary
SZELMLS;“;E 2:;:; ?v[ met;ting of the Board of Dli?'::‘itas Tembers of the
s members (1) Aareh, 1930, the following 19 pgnye: ©f (he Central
Alamury, (2) Ambur, (3) Kulj E_mks were admitted
(5) Perundurai, (6) Chingleput, (T) Mad Walai, (4) Gudlavalleryu
patti, (9) Tanjore, (10) Peelameduy, (1n Vl;rantakam‘ y
ill;amalal, g;i Kilacheri, (14) Pithapurap ("1 Sl)anclannadu, (12) Tiruvan
m ' j )
annarkoil, (17) Chengam, (18) Bhavan; ang Ozlljg;fvargm, (16) Kat-

As stated above there were banks whj Tl‘lchinopoly.
bentures before the Central Land Mort ich haq floateq
banks pressed that their power of issug.age Bank Wag
the necessary capital themselves shouldmg
had to be carefully considered as the enz.c;ti e Curtaileq.

organisations competing with one another m; Eto the
ight ¢

ing rate of the banks. It was finall ;

Mort ; ¥ decide

mightg aciitiia;l;{ iOW:C:C:O fOrrdner]y had the po\/\(rierthat the Yimary Land

rate of interest on 1t1}r11 °r the fOHOWing cond(?f- ﬁoating debent

offered by the Central L. Moebentures 1 ltlons:\(l) Th e

approval; (2) that t: dand Mortgage Bank andu d exe at the

Banks s};ould h at the debenture-holders of th Shoulq e eEd~ that

ave a fixed charge Primary ande?\dwlth its

ed Securitieg ortgage

Which are

their own de-
debentype, S:arted and these
nd thus rajsing

€ question
end tr:arl?et of different
raise the borrow-

°n the mortgy,

Ry 24
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ear-marked as cover for debentures and (3) that the floating charge of the
Central Land Mortgage Bank should have a fixed charge on the deben-

ture-holders of the Primary Land Mortgage Banks.

MemsERSHIP AND CONSTITUTION.
The Madras Co-operative Central Land Mortgage Bank was

started in 1929, Individuals and Land Mortgage Banks regis-
e eligible for mem-

tered under the Co-operative Societies Act ar

bership in the bank. On the 30th June, 1936, the member-
ship of the bank consisted of 195 individuals and 79 Primary Land
Mortgage Banks with a share capital of Rs. 3,58,900.. The Boa.rd of
Directors consists of 15 members, 6 being representatxv.es'of .anary
Land Mortgage Banks. The Registrar of Co-operative sometles is an ex-
officio member of the Board and he nominates two directors one from
among the individual shareholders of the bank and another person who
may not he a shareholder of the bank. The Government took ﬁve.shar?s
in the bank to enable them to transfer some shares to the Registrar’s

hominee,

DEBENTURES MADE POPULAR.

The main source by which the
its funds for making loans to the bank
turists is by the issue of debentures. : ’
Societies is ts}f]e Trustee for the debenture-holders. He is alsc;l an e}T-Ofﬁcm
Member of the Executive Committee of the bank. Under t eBsc Em‘i :ts
embodied in the Trust Deed and the Madras Land Mortgage 33 fS ; )
debentures can be issued only to the extent of the mortgages paid or by

d the Board of Directors

the bank. Before the debentures are issue '
should pass a resolution to float a series of debentures for a certain sum,

say Rs. 10,00,000, specifying the rate of interest, the dates hof gagmizie(;f
interest ar;d ;’get the permission of the Trustee to 50 ﬂ?at 21 eteh e :: Sent.
en mortgages for a considerable sum have accumu ated they are

to the Trustee and debentures to the extent of the mortgages are issued.
pank’s working great difficulty was ex-

Perienced in raising the necessary funds on &¢® Oun;';: gfv:ﬂieﬁf c(l;
economic depression which had just then set d naturally the
India were themselves borrowing at 6 or 6% per cer'i‘t}; ar’i‘ wnsend Com-
debentures of the bank could not attract investors. ef tl(:e Land Mort-
mittee in their report considered that the 'debentures f0 he Lane o
gage Bank should be a suitable mortgage .mvestment m;l l{:Sntures were
Panies, as they are in England and America. But the debe

8

Central Land Mortgage Bank gets
s and through them to the agricul-
The Registrar of Co-operative

In the earlier stages of the
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not Trustee Securities and therefore the funds of the insurance companies,
funds lying in law courts, and of religious and charitable institutions
were not available for investment in the debentures of the bank. The
inclusion of the debentures of this bank in the list of Trustee Securities
was essential for the success of this bank. These problems had to be tackled
one by one. On the recommendation of the Registrar the Government
agreed to guarantee the payment of interest on the debentures issued by
the bank during the first 5 years till they were redeemed. The High
Court of Madras was moved to make a rule under the Indian Trust Act
to include debentures issued by the bank in the list of Trustee Securities
but the court declined to do so. Therecupon the Government of India was
approached by the Madras Government to bring in the necessary legis-
lation to amend the Indian Trusts Act to include the debentures of the
bank in the list of Trustee Securities. But the Government of India in-
sisted that the Local Government should guarantee both the prineipal of,
and the interest on, the debentures issued by the bank before the neces-
sary amendment to the Indian Trusts Act could be made. The Govern-
ment of Madras accepted the proposal and the necessary provision was
embodied in the Bill which was passed by the Legislative Council as the
Land Mortgage Banks Act, 1934. The passing of the Madras Co-opera-
tive Land Mortgage Banks Act and the amendment of the Indian Trusts
Act in the Central Legislature were further steps which went a great way
in the development of the Land Mortgage Banks in the Presidency. The
guarantee of principal of, as well as the interest on, the debentures floated
by the Central Bank and the effective powers given for the collection of
arrears from borrowers and certain other provisions removed several
impediments to the successful working of these banks.

PrrIODICAL REDEMPTION OF DEBENTURES.

One important question that is engaging the attention of
the Directors of the Central Land Mortgage Bank is that
of finding a suitable method of disposal of the annual repay-
ments from the Primary Banks. It was discussed in the earlier years
of the starting of the bank whether the principal amounts annually
collected from the Primary Banks should be re-loaned or whether deben-
tures should be redeemed to the extent of principal collections made
annually. After a careful examination the then Board decided that the
policy of redemption of debentures should be adopted and that the collec-
tions should not be re-loaned. The policy of retiring debentures when-
ever necessary has the advantage of reducing the ultimate liability. Al-
though the course adopted was that of redemption, much of the amount
so redeemed has been again reinvested in new debentures. The criticism
against this policy of periodical and partial redemption every year con-
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tained in clauses No. 9 (a) and (b) of the debenture bond was that it
resulted in a constant disturbance to the holders. It is urged that condi-
tions about periodical redemption have the effect of keeping the price of
debentures in the open market at a low level,

Under the present scheme, debentures of the Central Bank are issued
for twenty years, but not redeemable for the first ten years except to the
extent of annual collections and advance payments from the borrowers.
The borrowers repay the amount borrowed in 20 years in equal instal-
ments every year and they have also the further right of repaying any
portion of the debt at any time during the period of 20 years. When col-
lections are received, the debentures of the series are redeemed by lot
to the extent of these collections and the debenture-holders are given the
option of receiving the amount covered by the debentures drawn for re-
demption in cash or to reinvest the same in fresh debentures which carry
interest at the prevailing rate. The uneasiness on the part of the inves-
tors is that the redeemed debentures carried 4 per cent interest while the
new debentures carried interest only at 3% or 3 per cent. In such cases
the conversion of debentures involves some loss to the investors.

The system of drawing lots is based on the following recommenda-
tions of the Townsend Committce on Co-operation: —“The bye-laws of
the bank should provide for the constitution of a sinking fund. A pro-
portion of the debenture redemption money must be fixed for each year ;
the proportion will naturally depend upon the length of the period and
other features of the debentures. The monies so coming in may be in-
vested where a profitable investment on which bank does not lose is
available. We visualize this contingency as not being improbable ; if
debentures are floated at 5 or 5% per cent for 20 or 25 years, the
chance of gilt-edged securities themselves being obtainable at similar
rates is by no means negligible. The bonds of local bodies or other quasi-
official corporations which may be certified by the Registrar as safe in-
vestments may be available from time to time at the same, if not higher,
rates. Failing such investments, if its debentures are available for sale
in the open market, the bank may purchase them not above par. If they
are not so available, it may repay debenture-holders in some systematized
manner. We consider the following to be the best method. Each year
the bank should issue six months’ notice of the quantity it wishes to re-
deem. If a sufficient number of debentures is not voluntarily forthcoming
for redemption, the debentures up to the required amount may be retired
py drawing lots. The bank may offer cash or new honds up to the value
of the bonds so redeemed, but the debenture-holders should have liberty
either to accept or refuse the new bonds, and to demand payment in

cash-"
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In sanctioning the establishment of this bank, Government con-
sidered this scheme. It was then thought that the constitution of a sink-
ing fund for the investment of collections from borrowers till the amount
actually required for redemption was made up, was not feasible, as there
were no gilt-edged securities which would fetch the same rate of interest
as the debentures. As a matter of fact, the foreign financial experts who
came to advice the Central Banking Enquiry Committee were of opinion
that if the Land Mortgage Banks were to be a success they should borrow
funds in the open market at competitive rates of interest. The Central
Land Mortgage Bank has always acted in accordance with this recom-
mendation and has been offering about half a per cent. to the debenture-
holders more than what the Government of India have been offering on
their loans. In these circumstances, the constitution of a sinking fund was
not considered desirable and the G.O. No. 546 Ms. dated 15th March, 1930,
sanctioning this scheme finally directed that, “ A fund for the redemption
of debentures may be opened and maintained under the directions of the
Trustee. Debentures may be redeemed by the bank on notice within
the time fixed for redemption, or, to prevent, depreciation, may, at its
option be purchased by the bank. The bank may, however,
waive the right of redeeming bonds for a period of at most ten years from

the date of their issue. When the bank decides to redeem debentures, it
will do so in a systematized manner.”

The scheme of redemption is based on the recommendations of the
Townsend Committee, which again were based on the practice obtaining
in land credit institutions of Europe and America. In France, “ the land
debentures have no fixed date for maturity. They are retired by draw-
ing lots every 6 months. At each drawing enough debentures must be
called in so that those left in circulation shall not exceed in face value
the total amount of loan outstanding.” In Italy “ debentures are recall-
able at the will of the bank, but it must retire, semi-annually by lot, de-
bentures equal to the amount of the cash in the sinking fund or due to it-
All payments on the principal of loans and the proceeds from foreclosure
sales go into this fund. It is debited with all defaults of borrowers. .- - -
Each half year the drawing is continued until the total face value of the
debentures retired equals the amount of the items under these thre€

heads and thus an exact equilibrium is always maintained between tbe
debentures in circulation and loans outstanding.”

In almost all the important land banks of Europe and America the
system of redeeming debentures by drawing lots prevails. Some banks
repurchase their debentures only if they obtain at par. The chief diffi-
culty is of obtaining proper investment for the collections in a proﬁtable
manner till the amount is utilised for final redemption of debentures:
The Townsend Committee considered the creation of a sinking fund

' . nd two
. handed over to the Supervisor of the bank 2
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. deben-
which should at least earn the same rate of interest 'ail 't(tflt :ele;}:pﬁzn o
tures. In the alternative they recommend the perio 1l collections as the
debentures by drawing of lots to the extent of annua

best suited for the purpose.

rica
The purpose for which land banks were Sta-rted fallgr(;ZLel;hﬁSeland
and Europe was to give loans (1) for the r.edemptlorLZt of land, and (3)
or liquidation of prior debts, (2) for the 1mpr0Ve€1 d Mortgage Banks
for the purchase of land in special cases. The . anrinciple dopted in
started in India are based on the same modgl- T ehp net income exclu-
the grant of loans on the mortgage of land is that t et least equal to the
sive of land revenue, etc. from the mortgage lands is aed On 30th June,
equated instalment to be collected on the loan advlaIrian' Mortgage Bank
1936, the outstanding loans of the Madras Centra tures at the end of the
amounted to Rs. 78,66,230. The value of the del?enﬂ‘: books of the bank
year was Rs. 79,44,400, for which there stands in t :;1; of land mortgaged
Property worth Rs. 2,53,05,578 as security. The ex ethere was, however,
to the bank is 59,140 acres. In the first few years ’

icati e registra-
some impediment to the free fow of loan applications. For the reg

jed
n ifi Government levied
tion of documents, obtaining encumbrance certl cates,
bl

. jcularly to
half fees. even which was a burden to the Primary Banks, particularly

. to Government
those working at a loss. Representations had to be made to

fees and this

to exempt the Land Mortgage Banks f.rom the payment of
the Government were pleased to Sanc;:m-l' {he presidency mostly serving

- re 79 Primary Banxs 1t imary Banks
in th’zowiiyazgz:e\ifhen the Central Bank was o;?ened rtlllle f\j::anyarea ot
were first allow;ad each to carry on their °perat.lon§£cieit unit from the
5 miles radius. As this was found rather an ins diction of a Primary
ot o .of - Aministrative expenses the juris
Bank was extended to a revenue taluq.

PROCEDURE BEFORE GRANTING LOANS:

Th ne i i y rtgage
n mmd b the Land MO A
e most important faCt to be bor el . i 1 < ; 15t-

- mor
Banks is the valuation of propertics t;)tsi’ there is the likelihood of the
ing market value is found out accta - ocedure at present
bank sustaining a loss by the fall in Pmc‘esx;s ’irshzsp;ollows . —When an
followed in the disposal of loan applica’ Bank obtains from the party
application for loan is received the Primary

i i en iS
b apel S W i tl 1€ title. The apphcatlon 't}l -
hich help to establlsh >

rior to the
gation and report. Encumbrance certificates fox}'3 tI};e Zi:tir::’x: ggﬁce. the
Dy appliiati(.m are obtained from the o lfrgance certificate and
Di!'ectors and the Supervisor report, the encum

i ho will note
the other title deeds are forwarded to the Legal Adviser w
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his opinion in each case. The whole record will then be handed over
to the Sub-deputy Registrar who will scrutinise the record and prepare
a report of the results of his scrutiny : the extent and situation of the
lands, the applicant’s other property and income therefrom, his family
expenses now and in the near future, his repaying capacity and the bind-
ing nature of the debts. The whole file is then forwarded to the Deputy
Registrar who after a careful perusal of the record sends it on to the
Central Land Mortgage Bank with his recommendation. After scrutiny
of the file and valuation, an office note summarising the information in
the records is then prepared and placed before the Executive Committee
for final disposal. The conditions under which the loans are sanctioned
are communicated to the Primary Bank which has to see that all those
conditions are duly fulfilled. Usually all those interested in the property
are required to join in the execution of mortgage bond.

It is now the rule that not more than Rs. 10,000 should be advanced
If the borrower happens to have more debt he will

be asked to completely discharge the extra amount from his own re-
sources and file vouchers for complete discharge of debt, the idea being
that the borrower should not be indebted to any other body except the

Land Mortgage Bank. No loans will be granted on house property but
a house and garden one-fifth of the loan amount may
dit must be

to any individual.

if a borrower owns
be made up by the security offered. The security for the cre

based rather on the underlying mortgage than on additional security. It
is necessary to see that a sound ratio exists between assessed value of
the property and the credit granted on it. The bye-laws of the banks
provide that 50 per cent of the market value of lands may be advanced
as a loan. But so far only 40 per cent of the value has been advanced.

ent of the value of agricultural land pre-

The question of assessm
n of

sents several difficulties. Factors, such as sales value, capitalizatio
present earnings on the capital

farm investment) ; valuation
ocality in which the land is

actual net earnings (rents) or assumed
invested (usually two to three per cent. on

of each individual items according to the 1
situated, quality of land, and Government assessment form the basis

for valuation. The point to be considered is the amount which can be re-
alised if the property is brought to sale. Experience of local conditions
of the rural estate value is needed to enable appraisers to form a cor-
rect judgment of proper value. The loan to be granted is for twenty
or twenty-five years and hence the need for the exercise of great caution

on the part of the directors of a land bank.

Tur RESERVE BANK OF INDIA AND AcricuLTURAL CREDIT.
In clause (a) of section 54 of the Reserve Bank of India Act provi-
sion is made for the creation of a special Agricultural Credit Department.

\
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The functions of this Department of the ;

tain an e?(pert staff to study all questionsR(?fS ngvreicljﬁ?llr{.aire (c;)t to mai.1.1-
to co.-ordmate the operations of the bank in connection 'Ct;e X ?nd (i)
credit and its relations with Provincial Co-operative Ba vl:l ?igrlcultural
banks or organisations engaged in the business of a;rizjl?urzlllyc:gir

Experiments are being carried i iffer i

of Debt Conciliation S(‘her;;es. It m(::;tl?altclz\eviigerlnesg provinces by V\{ay
in all the districts of a province so as to tackle rural 3/15, el?trsdto be tried
tively. The scaling down of debts under Debt Conci]iaeti e nAess Slec
be voluntary and not compulsory and the realisation of th 01'1 d gt
should be reasonably assured 1o a creditor. This asp‘ecte lfet}?ced et
is bound to make the progress of Conciliation Schemes exc ) di el e
In the present conditions of the ryot, the creditor cannot bmee mgfy Slo‘w ‘
ing even the reduced debt and there is nothing to 1-eL Suiet(})-l reatis-
ryot from using the new-found resources for contraSt' ver}- N
Land Mortgage Banks should find themselves in a p()siti:lgt e ekt
reduced debts in a lump sum and the debtor should diqr;ho T ine
to the Land Mortgage Banks in a number of years in equ‘qcte;rilestg;;def t

7 ents,

One of the duties of the expert si i
attached to Agricultural Credit Dpeparfn:‘g]f ifstt}:)estft{)f;;gllle Bantl_{ of India
ing to long-term finance. Reserve Bank is, under its prese?,l:es ions re.lat-
intended to meet the needs of the agriculturists for their constitution,
tions and scasonal credit. It will also have to make pro S'e-asonfal opera-
cing the agriculturist for long-term credit. Almost all thvxsxon. or ﬁnén‘
ces have now established Land Mortgage Banks and t}(i mag;jr proym-
provinces are taking steps to form these banks for the e 01. er minor
the agriculturists’ present position. The problems affect'ame ;loratlon of
these banks are so technical in character, and the teny ng tf e work of
vince are so varied in their nature that the special staff l'tis ; each pro-
panks should possess a thorough knowledge of the land attached to tl-1e.Se
trative systems. At the last Economic Conference revenue adminis-
Government of India a suggestion was made that an ex ZOtHVer}fd by the
gage Banking should be employed by the GOVernmegtr fo? dfmd Mqrt-
each province for the purpose of supervising the work of th:selabztao IZSISit

nKs,

When the Agricultural Credit De : .
of the Reserve:* Bank of India, problemiaggf;tglioof fr?m:ed a?i a section
the agriculturist either through the Reserve Bank andg- erm finance for
tions or by other special institutions will have to be t ];ts allied institu-
tory report which the Reserve Bank will have to resac led. The statu-
under section 95(1) of the Act will, it is expecteg gie\zat :}?e(};:?vel;lmlnent

’ road lines

on which this department will finance the .
term agricultural credit. seasonal agricultural and long-
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The Reserve Bank may arrange for the flotation of debentures of the 4
various Provincial Land Mortgage Banks at suitable rates of interest.
The Bank may itself invest some of its funds in these debentures. In
western countries there are examples of the Central and Government
aided banks subscribing to the Land Mortgage Bank’s debentures. The
commercial banks in those countries have helped land banks substantiall
once their bonds were recognised as Trustee Securities. The Deutschi Dewan Banaour K. R. SRINIVASA IYENGAR,
Bank alone used to ‘ place’ about 12 per cent. of the total bond issues of
the country and was the main outlet for the issues of the Gemeinschafts

LAND MORTGAGE BANKS IN MYSORE

By

President, Mysore Co-operative Land Mortgage Bank, Ltd.

Though South Indian poets like Tiruvalluvor have sung the praises

Gruppe. . .
PP of agriculture as the noblest of professions and described the agriculturist

I have dealt with the various aspects of mortgage banking. I do not as the backbone of society, it is a well known fact that it is the least pay-
say that mortgage banking itself is going to bring about the salvation of Ing of professions. There are numerous instances of persons becoming

suddenly rich and amassing large wealth from trade or industries ; but
there is hardly a case of a person becoming wealthy by agriculture alone.
ven at the best of times, agriculture does not ordinarily pay more than
about 6 per cent. on the capital value of the land ; and in times of depres-
sion, like that to which it has been subjected in recent years owing to the
abnormal fall in the price of agricultural products, the money return
from it js very much less and is barely sufficient to meet the cost of culti-
vation and the Government demand for assessment. If this be his state
even under favourable seasonal conditions, one can imagine what his
pPlight would be if there is a failure of harvests owing to adverse seasons
or if there js an outbreak of epidemic diseases among his cattle. He is
then necessarily driven to the doors of the money-lender and has to
borrow at heavy rates of interest—far beyond his means to pay—to meet
the maintenance of himself and his family and for the expenses of culti-
* Vation. Once a debtor, he always remains one and it is only a miracle

that can free him from his debts.

The problem of relieving the agriculturist from his chronic indebted-
Ress and providing him with cheap money to discharge his prior debts
and meet his current demands has been long engaging the attention of
Public men and administrators in India, as in other parts of the civilized
world. So far back as 1892, the Madras Government deputed one of its
ablest civilians, Sir Frederick Nicholson, to g0 fully into the question and
Submit a report. He accordingly made a thorough and exhaustive study
of the subject and submitted in 1895 his admirable “ Report regarding the
Possibility of introducing Land and Agricultural Banks in the Madras
Presidency.” Even prior to the submission of this report, the subject had
engaged the consideration of the administrators in Mysore ; and a scheme
for the establishment of Agricultural Banks in the
and placed hefore the Representative Assembly,
Dewan, Sir K. Seshadri Iyer. In explaining the

agriculture. Nothing but better prices for our produce can do it. Suc-
cess of this form of banking depends on the agriculturists utilising wisely
the credit allowed to them.

“ Credit is a remedy, but, like many remedies, it is also a dangerous
poison (a double-edged tool, a consuming as well as a comforting fire)
and in applying the novelty wholesale to the Indian ryot it must be
applied with the caution that such remedies require, lest the ryots lear®™
too easily to borrow with a light heart, the lighter that the terms 67¢

favourable and repayment so eas it
y and so gradual. ........What does he sty 1
'r;;l.t:;r to a peasant whether he is ruined by a bank or by a maoney-lende”s ted i;s follows in his ﬁid{f:s to the Assem
e too facile credit of the one, or the t ; of the ' | S B
other 7 00 usurious terms of ‘ xm o2 ) o~ 3.

—F. A. Nicholson- ~N36-2- 4“
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*“ On the one hand, we have large accumulations of unused capital in
the country as evidenced by the large balances in the Presidency and
Exchange Banks, the refusal of the former to receive any deposits ex-
cept current ones carrying no interest and the high premium which the
Government of India 3% per cent. securities command. On the other
hand, we have the agriculturist suffering from inability to raise the funds
required for his bona fide purposes except at ruinous rates of interest . . .
How to bridge over the wide gulf that thus separates capital from want
is one of the most important problems of the day in this country and it
is not without considerable diffidence that His Highness' Government
approach its solution ; but we derive the hope of eventual success from
what has been attempted in some European countries, where conditions
very similar to ours have existed...... The essential principles under-
lying the constitution (of the proposed agricultural banks) are:

(i) Every bank to be an association of landholders formed on strictly
co-operative principles and enlisted on the basis of mutual confidence
arising from the mutual information of each other’s character and re-
sources. The object to be the common benefit of cheap credit and not
the earning of divisible profits.

(i) There should be ro share capital, the funds required for the
bank being obtained by means of loans raised or deposits received.

(i%) The members to contribute their liability only. They will be
at full liberty to limit their liability by prescribing a maximum for each
individual loan or for the sum total of all loans or to resign at any time
and thus escape from further liability.

() The funds raised by the bank to be lent only to its members
at such moderate rate of interest as will leave the bank a small margin

for the actual expenses of its management and for the gradual formation
of a reserve fund.

(v) The affairs of the bank to be managed by a body elected from
among the members themselves and giving their services gratuitously.

(vi) .No loan to be made except for an approved purpose, such as
some agricultural operations which, with ordinary care, may be expected

to yield enough to repay the loan and to leave some profit for the
borrower.”

A beginning was made in th
year b

their number steadily increased from year to year so that by 1899 it had

risen to 63 with loan transactions amounting to about Rs. 14 lakhs, almost

the whole of which was advanced by the Government to the banks al

e introduction of the scheme in the same

y the establishment of two banks on the lines detailed above ; and
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an easy rate of interest. But though the banks were started with lofty
Intentions and high hopes of success, they failed unfortunately to fulfil
the expectations of Sir K. Seshadri Iyer. In his address to the Repre-
Sentative Assembly, in October 1901, the then Dewan, Sir P. N. Krishna-
murthi expressed the disappointment of Government at the unsatisfac-
tory working of the banks and in his address to the Assembly in October
1903, he referred to the failure of the scheme in the following terms :

“The scheme so far may be said to have failed primarily for want
of co-operative spirit on the part of the people and secondarily for want
of adequate supervision on the part of the organizers of the bank as to
the purposes for which the funds borrowed were applied. Probably the
entire financing of the scheme by direct grant from Government tended
to weaken the motive for self-help and co-operation.”

Among other causes which contributed to the failure of the scheme
Were the great depression in the coffee industry which led to the' collapse
of the Agricultural Banks at Chicmagalur and Saklespur to which loans
of several lakhs of rupees had been advanced by Government.on ﬂ_—le
security of coffee estates, the selfishness and misconduct of the DlrectOI.'s
of many of the banks who distributed mostly among themselves and their
favourites the large advances made to the banks by Government %md took
No steps to secure the regular pavment of instalments due by the indebted
members and the absence of a suitable provision for the summary re-
Covery of the loans advanced to individual members without winding up
the banks and bringing them under liquidation.

By the time that the Mysore Co-operative Societies Regulation
Was passed in 1904, the rot in the Agricultural Banks had extended to
such an extent that the Government decided to abandon the scheme. and
to arrange for the necessary credit facilities beifxg givg?n to the agricul-
turists through the agency of co-operative societles_regxstered under the
Act. In pursuance of the policy, the existing agricultural banks were
8radually wound up one by one, and the last of ther.n went out of exist-
ence ahout the year 1917. Meanwhile, the experience gained c?f the
Working of the co-operative societies registered under thg regulatx?n of
1904 went to show that in Mysore, as in other parts of Indla,.the Or(.ilnaf'y
Co-operative credit societies, while being helpful to the agncu}tunsts in
Providing them with comparatively cheap money to meet'thelr'(:urrent
Tequirements, were, by their constitution and the manner in which thc‘y
obtained their fundé, not in a position to grant long-term loaps to .the agri-
culturists at easy rates of interest for the clearance of their prior del.)ts
and that, for the grant of these long-term loans, a separate class of in-
Stitutions was necessary which could obtain cheap money in Fhe market
and utilize it for the grant of long-term loans recoverable in equated
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annual instalments including both principal and interest spread over a
large number of years. The need for the establishment of such separate
iand mortgage institutions in Mysore to relieve the agriculturists, parti-
cularly in the Malnad, of their heavy indebtedness was repeatedly
pressed on the attention of Government ; and a brochure under the title
of “ Land Mortgage Bank, the only Saviour” was published and sub-
mitted to Government by Mr. Hosakoppa Krishna Row, a prominent
public worker, in 1921. A Committee was appointed by Government in
1925 to go fully into the subject and, on the recommendation of the Com-
mittee, the Government indicated in an order, dated 11th October, 1926,
their intention of establishing a Land Mortgage Bank in each of the
Malnad districts of Shimoga, Kadur and Hassan. But subsequently as
it was suggested to them that, instead of separate independent organiza-
tions in different places, a Central Bank at Bangalore with local branches
in the districts would be more useful, they appointed another Committee
in 1927 to examine the suggestion and report on it ; and, on the report of
this Committee, they passed orders, in April 1929, sanctioning the estab-
lishment of a Central Provincial Land Motgage Bank with a share capital
of Rs. 5 lakhs and power to issue debentures up to Rs. 20 lakhs, the
Government guaranteeing the payment of interest on the debentures at
not more than 5 per cent. per annum. The necessary amendments to the
Co-operative Societies Regulation were then made by Regulation V of
1929 and the Mysore Co-operative Land Mortgage Bank was registered
and started on its career in November 1929 with jurisdiction over the
four Taluks of Sagar, Koppa, Saklespur and Tumkur—one in each of

?he three Malnad districts of Shimoga, Kadur and Hassan and the fourth
in the Maidan district of Tumkur,

The above ‘is a short history of the introduction of the Land Mortgage
Bank SCh?me in the Mysore State. The main features of the scheme
3s embodied in the Mysore Co-operative Societies Regulation and the

bye.-laws of the Bank as also the orders of Government issued from time
to time up to date are as follows ;: —

(1) The main object of the Bank is to grant long-term loans to
bona fide agriculturists and landholders, either direct by the Bank or
through Primary Land Mortgage Co-operative Societies affiliated to it
for the discharge of prior debts whether secured or unsecured, as also
for permanent improvements to agricultural land. Provision is also made
for the grant of short-term loans for current agricultural operations, but
only to persons who have obtained long-term loans from the Bank.
Effect has, however, not been given up to now to this provision, either
by the Bank or by any of the Primary Land Mortgage Societies affiliated

to it, chiefly on account of the difficulty of finding the funds required
therefor,
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(2) The long-term loans are repayable in 25 to 30 years, either by
€quated annual payments towards principal and interest or by equal
Payments towards principal with interest on the balance of principal
Outstanding, Generally the former system is adopted by the Bank ex-
cept in the case of coffee and cardamom lands in respect of which the
latter system is ordinarily adopted.

(3) Loans are granted only to members of the Bank or its aﬁﬂ.iat.ed
Primary Land Mortgage Societies. In areas for which Primary. Sf)c1et1es
have been formed, loans can be granted only through such societies and
Where there are no such societies the Bank may grant loans d.irect to i.ts
Mmembers. The latter practice (of granting loans direct) which was in
vogue during the first two years after the establishment of the Bank has
Now been practically stopped and loans are now issued generally only
through affiliated societies.

(4) ‘The maximum amount of long-term loan that can be granted
to a member is Rs. 5,000 and the minimum is Rs. 1,000 in the case of loans
granted direct by the Bank and Rs. 500 in the case of loans granted
thrOUgh the Primary Societies. Further, no loan _can be; grantgd to a
member which exceeds (i) 20 times the share capital paid by hln'.l and
(i) 50 per cent. of the value of the agricultural land offered by him as
security,

(5) The maximum rate of interest chargeable by th;e Bank on loans
issued by it is 8 per cent. for individual members and 7% per cent. for
Primal‘y Land Mortgage Societies in the case of long-term loans and 9
Per cent. and 8% per cent. respectively, in the case of short-term loans.

(6) The funds required for the grant of Io?xns by the. Bank, either
direct to its members or to the members of the Primary Spc1et1es throggh
the Societies, are obtained by the issue of debentures with the sanction
of Government. These debentures are free of incorr.le-tax and guaran-
teed by Government in respect of both principal and interest. They are
also treated as negotiable instruments in the same way as G'oyernmre)?t

nds. The amounts raised by the debentures are to be utxhze(% only
for the grant of long-term loans. The total amount c')f debentures issued
by the Bank should not exceed 16 times its share capital plus the reserve
fung, Three series of debentures have been issued by the Bankogp }t‘o
now, the first bearing interest at 5 per cent. for a sum of Rs. 2,18,500, the

 Second at 414 per cent. for Rs. 62,500 and the third at 4 per cent. for

- 1,85100. The issue of a further series bearing interest at 3% per
tent. is under contemplation.

(1) The Government have, to protect their interests as guari?t:;se
the Bank’s debentures, taken power to nominate the President
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Bank and also one of the Directors. At present, the Revenue Commis-
sioner in Mysore is the Government nominee on the Board. They have
also appointed the Comptroller to the Government of Mysore as Trustee.
with whom all the moneys raised on debentures are to be deposited and
drawn from time to time as they are required for disbursement of loans.
All the mortgage deeds executed by the grantees of loans are also en-
trusted to him for safe custody. Two seats on the Board of Directors
(the maximum strength of which is fixed at 15 including the President)
are reserved for representative of debenture-holders, to be appointed in
such manner as may be provided by Government. One of the seats is
now occupied by the Comptroller-Trustee and the other by a retired
Deputy Commissioner nominated by Government.

(8) Eleven members of the Board of Directors of the Bank (other
than the President and other nominee of the Government and the two
representatives of the debenture-holders) are to be clected at the annual

general meeting of the Bank. Of these 6 at least should be representa-
tives of affiliated Land Mortgage Societies.

(9) The Board generally meets once in 3 or 4 months. For the
disposal of urgent and routine business (including the disposal of loan
applications) an Executive Committee consisting of the President and
4 other members of the Board is appointed. The Committee generally
meets once a month or oftener, according to the state of business

(10) The President and Directors (members of the Committee of
Management) of the Primary Societies are generally elected at the
annual general meetings of the Societies. Provision is, however, made in
the bye-laws of some of the Societies for the appointment of th’e Presid-
ent by the Registrar of Co-operative Societies : and the Registrar is also
authorized by Government to appoint the local Amildar (Tahsildar) or
Sub-Divisional Officer ag President and the local Sub-Registrar as Secre-

tary in places in which suitable non-official gentlemen are not available
for these places.

The Registrar of Co-operative S
ate of the Bank ; but he is generally
and attends these meetings and he
suggestions in all matters relating t

ocieties has no seat on the Director-
invited to all meetings of the Board
Ips the Board with his advice and
© the administration of the Bank.

bove, they have been sj
, since gradually ex-
tended to other places from time to time, so that at present thesl: are

spread over 24 Taluks with 23 affiliated Primary Societies. The total
amount of loans sanctioned by the Bank up to date is Rs.. 5,63.825 in
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400 cages. Considering that over 5 years have elapsed since th.e estahb-
lishment of the Bank the slow progress made in its loan trar.isactlon may
require an explanation. It is due partly to the sev'ere agricultural fie-
Pression of the past few years and partly to the d}ﬂ”iculty of selecting
suitable areas for being brought under the operations ‘of the scheme.
Even in normal times, the majority of agriculturists are indebted to t-he
extent of more than 50 per cent. of the value of their lands ; and, with
the heavy fall in recent years in the prices of agricult‘ural prgducts,bthe
land values had gone down so low that very few. of the mdelbte memt erj
Were in a position to offer the prescribed security for t_he t;aI;)s r{)eqmre
by them to discharge their debts. The repaying capacity of the ] orz:;lv:;
ers had also been so greatly affected by the agrlcultural' dep;‘essu:n
there was heavy accumulation of arrears in the .annual 1n§ta msen;1 1:'.5;357:
able by the grantees of the loan. This was particularly the ca 2 i
pect of the arecanut owners in the Malnad Taluks of Sagar ?r;h B::;
to whom large loans had been advanced in the ear‘Iy years o ! : Bank
and who, on account of the very great fall in the prlce.of a(;(elf:: u ,t were
hardly able to meet even their cultivation expenses in addition

ittle left for the payment
mand and had very li '
ot ement revene de Any extension of the transaction of the Bank

be casily made in these areas without
he Bank. With regard to the
ht under the operation of the

of their loan instalments.
could not, in the circumstances,
seriously jeopardising the interests of t
selection of fresh areas for being broug e e ameration
scheme, the places most suitable for bemg broufa . u o e
of the Land Mortgage scheme are those with untai mgP e e
assured harvests—like the delta tracts in the Madlr;ashal; : dency where-
in alone the working of the Land Mortgage Ba.m ls B nrases in
largest amount of success. There are comparatively te

4 2 kS ar
P‘I} sore E; T 'd W et ]ands mn Inost Of the I alll e
tate. The dr a :

tirely dependent on rair-l; an:p:?iiyfa;f the debtors in these Taluks.
seriously affect the repaying ¢ ; eat
Very griat care and caution had therefore to nk;e ei;zt;l:eg] :I:ieia%:ons
leal of preliminary investigation had to be made Considering all these
f the Bank could be extended in thesc arean- though slow, cannot
lificulties the progress made by the Bank so far,
)¢ said to be unsatisfactory.

; able
I have alveady referred to the maximum rates ofdxr;)tsr;st ;'}:;riitual
'y the Bank under its bye-laws on the loans advancim by 'the Bank to
ates now charged for long-term loans are 7 pir cd ti)e Societies to in-
he affiliated Societies and 8 per cent. by the Ban anthe debentures were
ividual borrowers. These rates were f_ixed th:luction in the rates of
rst issued at 5 per cent. Notwithstanding the r

it has not been
iterest paid by the Bank on subsequent debentures, it ha
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found possible so far to make a corresponding reduction in the interest
charged by the Bank on its loans as, owing to the small extent of the
Bank’s transactions and the withdrawal of the major portion of the grant
which the Government were making towards the working expenses of
the Bank during the first few years, the Bank could not meet its expen-
ses with a lower rate of interest on its loans. A reduction of 1% per cent.
in the interest charged on the loans has, however, been made for the past
two years out of the premium realised on the debentures issued by the
Bank. It is hoped that the Bank will be able to make a steady and
gradual reduction in its interest rates as its transactions increase and
bring them down to about 6 per cent. in the course of the next two or
three years.

But however much the Land Mortgage Societies may reduce their
interest rates, it will not by itself tend to solve the problem of agricultural
indebtedness. Cheap money is not always an unmixed blessing, as it
increases the temptation to borrow., The Land Mortgage institutions are
not philanthropic bodies but are business concerns ; and, if they are to
work successtully, they must insist on an adequate margin of safety in
respect of the securities offered for the loan advanced by them. The
margin of 50 per cent. now prescribed under the bye-laws of this Bank
cannot be considered too high. The great majority of the indebted agri-
culturists are not in a position to furnish even this margin. Both on this
account and also by reason of the other limitations placed on loans grant-
ed by the Land Mortgage Societies in respect of the maximum amount
of loan, the purpose of the loan, the Tepaying capacity of the borrower
etc., only a very small percentage of the indebted agriculturists can bt;
afforded relief by these institutions. Debt conciliation measures ma
serve to bring a few more debtors within the reach of the Societiesy
Some of the Land Mortgage Societies in the State are, in fact, doin z;
certain amount of debt conciliation by inducing the creditOrsy ; thg -
members to grant substantial rebates in consideration of the pro o . eir
ment of their dues for which they will otherwise have to rre)s n;p p:l]gr.
civil courts with their inevitable delays and uncertain resylts Oé to the
these measures can only help a small number of people, If ;;h ut ?ve;l
turists as a body are to be saved from the crushing hyr dt;n of the agricul-
it can only be done by increasing their income ang thei E1r‘ debts,
saving. The combined efforts of all departments of Gover capacity fo'r
culture, Industries, Co-operation, etc.—shoulgd be COncentnntlent_—Agr.l-
object. The income from agricultural lang should be i rated on this
popularisation of up to date scientific and improveq methcl'gased by .the
tion and the introduction of more remuneratiye Crops. § (;, > f’f cultiva-
pations—in the form of suitable cottage industy - Subsidiary occu-

ies—gh
the agriculturists to engage them during their leissu ;mgoﬁf:om;d f;fr
and off-
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feasons and enable them thereby to supplement to. some extent.thzir
income from lands. Habits of thrift and economy will havg tc:i be g:c -
cated among them. Marketing facilities should be prov1d1;e1 ?}?emc;);
operative marketing organizations should be forrr;ed :1? en:o ;e bem to
get the best price for their produce and to secure.dg;‘ e;n ome bortion
at least of the profits that now go to the petty mi 'eme 't hguld o
portant—in fact, more important than all—t.he goV;mmae:llt 0Sf remission§
lo their help by the adoption of a liberal policy in t e gr O emissione
and reductions of assessment—particularly durmg tlm;zs e
depression, so as to save them fror.n the nece}fsr;y ;)1 Saowcafs o
already heavy debts by fresh borrowings from the gc O i 10 their
S rates of interest to meet the Government demands in

other urgent and unavoidable requirements.

ing i that out of one
;1o touring in Mysore )

. i the hope (whde - tate mortgage
s‘"”cel of ect‘r:;itthnote yetptamﬂed to the f“”’h?,‘iﬁgiﬁezﬁf But it is far
oy some relief might ™ found, a:inl ;f zthe self-financing village

-operd ng :
bante 3 from the voluntary 0" i to the administration
: ortion as :
. . d. I suggest, it 07 - ation will be
is se”eTIet w:fé squli)eizot think that the element of co-oper
, a
the decisive element in it. R Fau.

10



LAND MORTGAGE BANKS IN MADRAS AND ELSEWHERE
A COMPARATIVE STUDY

By

Mr. K. C. RAMAKRISHNAN, M.A,,

Economics Department, University of Madras.

The Land Mortgage Banks of Madras have elicited high encomiums
from all co-operators in India. In a recent debate in the Legislative
Assembly at Simla, Mr. M. L. Darling cited them as the special contribu-
tion of Madras to the solution of the problem of agricultural indebtedness
and expected the example to be followed by the rest of India. The
Madras Central Land Mortgage Bank is now the model that is sought to
be copied and its working has been studied at first hand by distinguished
co-operators from other provinces. The Punjab was no doubt first in the
field and organised a dozen banks in the last decade, but there it stopped.
Bombay began with three land mortgage banks ten years back but regis-
tered little progress up to 1935. The Provincial Bank, which was the
financing agency both in the Punjab and Bombay, floated debentures but
not to the full extent of the long-term loans granted. All the land mort-
gage banks together in the Punjab could not advance more than Rs. 25
lakhs of loans to agriculturists, while the three banks of Bombay advanced
only less than Rs. 5 lakhs. There were arrears in repayment to the ex-
tent of nearly Rs. 5 lakhs in the Punjab and over Rs. 40,000 in Bombay
at the end of the last co-operative year. Mysore had the advantage of
a later start with a Central Land Mortgage Bank in 1929 and could avoid
the error of running small independent banks, which in Madras could
not successfully float debentures and therefore necessitated a central in-
stitution. But the Mysore Land Mortgage Societies, of which there are
twenty, and through which loans to the extent of Rs. 5% lakhs have been
disbursed by the Central Bank, have not been quite successful. There
are now arrears in repayment of instalments to the extent of 45 per cent.
of demand—an ominous proportion for a land mortgage institution de-
pending on debentures on which interest has to be paid regularly. Other
Provinces and States in India have no long-term credit transactions com-

parable even with the above.

UnN1QUE PRoGRESs oF MADRAS BaNKs.

Madras lagged behind the Punjab and Bombay in her experiments
at long-term credit, but she has taken a long jump and left the others far
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behind. She has already 80 Primary Banks all affiliated to the Central
Land Mortgage Bank, and a dozen more are likely to be organised this
year. Debentures to the extent of Rs. 80 lakhs (net) have been floated
and loans to that extent have been advanced. Repayments are ﬁowinf;
in, at any rate from Primary Banks, very regularly without any clefaultb
so that there has been no difficulty in meeting the interest charges of’
debenture-holders. As annual collections are received some debentures
are redeemed, in the absence of a sinking fund. Apart from this, almost
all the earlier debentures bearing higher rates of interest have been re-
deemed and fresh debentures have been floated on the security of mort-
gaged lands at much lower rates of interest, the present rate being as
low as 3 per cenl. as against 6% per cent. which had to be offered at the
initial stages. The benefit of the lower rate of interest has been passed
on to the borrower in the Primary Bank, who could now borrow at as
low a rate as 5 per cent.,, a rate not dreamt of by the founders of the
Movement. Even Bombay cannot contemplate a lower rate than 6 per
cent., while Mysore cannot promise a reduction from 8§ per cent. in the
face of default and small volume of transactions. This proud position of
Madras might be hailed as a triumph of organisation, the fruit of the co-
operative labours of the great President Sir M. Ramachandra Rao and
his worthy colleagues, of the efficient staff of the Central Bank and of
those deputed by the Co-operative Department for investigation of loan
applications, and of the enthusiastic Directors of Primary Banks. But
such results could not have been achieved without the goodwill and the
subsidy of the Government of Madras, which not only guaranteed to
debenture-holders the payment of principal and interest and persuaded
the Government of India to declare the debentures trustee securities, but
also placed at the disposal of the Movement a number of officers for
enquiry and investigation, for whose services some contribution is now
demanded from the Central Bank. The power of sale of land and of dis-
traint of produce or other movable property in default of repayments has
also been conferred by the local Legislature. Such aid and power are
by no means extraordinary in respect of land mortgage institutions in
foreign countries. But Madras has given the lead so far as India is con-

cerned.

ADVANTAGES OF MaAbDRaAsS.

To be fair, however, to the rest of India, it must be said that Madras
has had advantages in the clearer and freer rights on land possessed by
the Madras ryots, while in the Punjab the Land Alienation Act has im-
posed a severe limitation on credit and in the Central Provinces and
Bengal which are experimenting with Land Mortgage Banks on a small
scale, the cultivator is commonly a tenant with limited rights in land. In
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Bombay and Mysore the experiments have been tried in tracts without
an assured water-supply and where the crops—cotton in Karnatak and
areca-nut in Malnad—have suffered not only from the vicissitudes of
season but also from more disastrous fall in prices. Neither Bombay
nor Mysore could boast of such splendid soil or system of irrigation on
an extensive scale as found in the deltaic tracts in Madras, where the
majority of Primary Land Mortgage Banks are located. These banks
have not so far defaulted in their dues due to the Central Land Mortgage
Bank, which is in refreshing contrast to the heavy overdues of land
mortgage institutions in the Punjsab, Bombay, Mysore and Central Pro-
vinces. But even in Madras, it is not merely the soil or the human
material chosen that would account for the lack of overdues. It is also
due to the care and caution exercised—perhaps excessive caution born
of the reaction against the state of affairs in rural credit societies that

had lent monies recklessly.

STRICTER STANDARDS ENFORCED.

The disparity in standards adopted by the old credit societies and
the new land mortgage banks in the same region was well brought out by
the disclosures of an enquiry conducted a few years back by a special
staff in three districts of the Presidency. This was done with a view to
find out how far the debts to ordinary credit societies, much of which
could not be paid off in a short period and according to promise, could be
converted into long-term loans payable to Land Mortgage Banks in a large
number of instalments.' In East Godavari where the investigation
was done in all villages within the jurisdiction of four Land Mortgage
Banks, it was found that a total debt of Rs. 8.42 lakhs, only Rs. 1.32 lakhs
of debt was fit for transfer. In Tanjore in all villages in the jurisdiction
of two Land Mortgage Banks, out of a total debt of Rs. 2.36 lakhs, only
Rs. 20,000 could at all be transferred. In the villages served by the
Hospet Land Mortgage Bank in Bellary, out of a total debt of Rs. 63,500,
only Rs. 500 was considered fit for transfer! The reason given was that
most of the debtors did not have sufficient security by way of landed pro-
perty, nor sufficient repaying capacity to enable them to borrow accord-

1. Long prior to this, that is before the Depression, the Madras Provincial Co-
operative Bank had conducted investigations in 4 Union areas in Madras which only
confirmed the disquieting view held that “ members of rural credit societies in many
cases do not possess a genuine capacity to repay the sums advanced to wipe out old
debts even if 25 or 30 years are allowed.” V. Ramadas Pantulu in his address at
Dharwar, p. 7 of Supplement to the Madras Journal of Co-operation, November

1929.
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ing to the by-laws of the Land Mortgage Banks.> Due allowance would
have to be made for the great fall in land values and the prices of pro-
duce after the loans were granted by the credit societies.

Cuarce oF Excessive CauTIoN.

The Central Land Mortgage Bank has indeed been accused of exces-
sive caution and rigidity by not only the representatives of Primary Banks
at their conferences but also by Mr. W. R. S. Sathyanathan, Special
Officer, deputed by the Government of Madras in 1935 to enquiré into
the problem of agricultural indebtedness—though he does not substantiate
the charges by any reference to cases.3 The authorities of the Central
Bank have no doubt been guided by sound canons of finance, but the
number that could be helped on such standards would naturally be fewer
and confined to the comparatively better off agriculturists, the Mirasdars
and Inamdars, who generally do not toil on the land themselves, nor even
direct cultivation. Even these could get loans if they wanted almost
at the same rate of interest from private, non-professional, investors on
first mortgage without any of the embarassing publicity inevitable in an
enquiry by the Land Mortgage Banks and the co-operative officials. Only
the urge for repayment is not so great ; nor are the terms of repayment so
easy as in the co-operative mortgage banks. It redounds not a little to
the credit of the latter as to the well-to-do individuals resorting to them
that such a feeling has been overcome. The observations of the Regis-
trar of Co-operative Societies in Central Provinces are apposite in this
connection: “Those whose assets and income are adequate and who
can be trusted to discharge their liabilities in a reasonable period gener-
ally obtain accommodation from the ordinary sahukars. They prefer
the sahukar as they do not want to go through the rather inquisitorial
inquiries into their antecedents, which the procedure of Land Mortgage
Banks involves. As the banks become more widely known, it is hoped
that a certain percentage of this class will avail themselves of the new
credit facilities.” The Mysore Registrar complained “ Really credit

2. Fourth Report of the Madras Central Land Mortgage Bank p. 9

The Eleventh Conference of Registrars of Co-operative Societ’ies held in 1934
recommended a similar conversion into long-term loans of “ existing advances which
have proved unrealizable within the period fixed for the repayment provided that
the security is adequate and repaying capacity sufficient ”—Report o,f the XI Con
ference of Registrars of Co-operative Societies, 1934, p. 63. )

3. Report on Agricultural Indebtedness, Madras, 1935, p. 67

4. Central Provinces Registrar’s Report for 1934-35, p. 18, .
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worthy persons are either not fully aware of the working of these institu-
tions or do not find their terms attractive enough to induce them to change
their present creditors.”®

OverpUES NEGLIGIBLE.

Though in Madras the Primary Banks have not defaulted in their
dues to the Central Land Mortgage Bank, their members have in some
cases fallen in arrears, especially in the older banks, started prior to the
establishment of the Central Bank. It is unfortunate that in the reports
of the latter we get no idea of the overdues from borrowers to Primary
Banks in respect of the loans granted from out of their own funds, the
debentures raised by themselves in the carlier ycars, though we find from
the latest report that on the 30th June, 1936, a sum of nearly Rs. 50,000
was in arrears to Primary Banks in respect of loans granted from out
of the Central Land Mortgage Bank [unds. This is but a small fraction.,
2 bare six per cent. or onc anna in the rupcee, of total equated demand
by way of both principal and interest. 1ndeed the smallness of the over-
dues in these days of depression looks suspicious and it would scem as
though loans had been granted to substantial people and not to peasant-
proprictors, the men of small means for whom the Co-opcrative Move-
ment was inaugurated. The successful agitation by which the maximum
loan permitted to an individual has been gradually raised from Rs. 3,000
to Rs. 10,000 would lend colour to the contention that smaller ryots are
likely to be squeezed out in the scramble for loans, but for the fact that
in the last three years about three-fourths of the loans have been actually
granted in sums of less than Rs. 3,000 each, and one-third of the loans in
sums of less than Rs. 1,000 cach. One might indeed doubt whether in
granting loans of less than Rs. 500 cach the Land Mortgage Bank was not
encroaching on the province of the ordinary credit societies, unless it be
that such small sums could not in all cascs be recovered within ten years.

FUTILITY OF TOO MANY FORECLOSURES.

The ills however of instituticns, as of individuals, come with age.
Already arrears are greater in the older banks than in the newer ones,
in spite of the fact that the tracts chosen carlier were decidedly more
fertile and better irrigated. Some of the banks are bound in course
of time to be obliged to take up the lands of the worst defaulters, even
as the District Central Banks have had to do in the casc of short-term

loans. Whatever the margin of safcty and the marketable value of the

lands mortgaged might have been at the time of grant of loans, it is

5. Mysore Registrar's Report for 1934-35,
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possible to conceive that in villages where communal solidarity i
and there is no faction, the lands may cease to command aa;l e
or fzv'en cfompetitive rents. This has actually happened in rl;f: lmaﬂ:;t
socxejtles in Madras which were once considered model ones adcre .
dominated by a single community. History may repeat itse??' e
newer field of long-term credit. Indeed, such a s.ituation has h dm the
faced in more than one Land Mortgage Bank in the Punjab. T}? Ijo ?e
pur Banks have also been faced with difficult litieation 4 ande vall
them, Toba Tck Singh, had considerable trouble i; dealir;é V.vith e N 0:
physical ‘resistance to the taking possession by the bani< when g:es °
necessary to foreclose the mortgage ; in two chaks there has been orl oy
ed obstruction and violence and to obtain the necessary rc;dress is g"’ims‘
and th(?rny process.”  Even if lands came easily int(; the posqess';1 On%
banks, is it an economic proposition for them to manace them ? Tﬁr-l 0
not the experience of District Central Banks saddled \sith land; I 1Shls
United States of America, in spite of precautions taken, * the I;l;mbn ' Ef!
foreclosed farms in the possession of federal land bar‘lkq has b i
creasing and there is a likelihood of their becoming land;oxv;in eind%m
instead of land banks.” Before the Farm Credit Aéminietrationg o o
ganised by President Roosevelt in 1933, the twelve federalk]'md balgtashoz
acquired outright 13.334 farms valued about 45 million dokll'\rs andsh ald
5,169 farms subject to redemption valued about 25 million d(ollar :
it is said that “ the banks are not in a position to operate the . i qj
farms on a basis which yield satisfactory returns above neces:acx(‘l o
penditure.”” The moral of all this is that in the granting of loa . fx-
much reliance should not be placed on the value of the ultim'lte curit
which is often arbitrarily determined—Dby sentiment and s éculsi'cunty
well as by the capitalisation of the current net income. Néf is 'ta oo
the case of a long-term loan to count for ever on the chamcte; Wl;e .
paying capacity of the individual borrower. Repaying car:acit a‘n i -
long period bound to rise or fall with changes in thbe stren S}I, 1sfmha
family and the alternative sources of income. It is more img to S
take into a;count the farm as a unit and its productive Capacif;rt;r;tlgt}?
j itions prevailing i - o !
:‘z;itt;c;o;o:ith;r. s prevailing in our country it is not easy to adopt this

Way LoANS ONLY FOR THE CLEARANCE ofF PRrIoR DEegTs ?

In Madras so far almost all loans have been granted for the clearance

of prior debts or for the redemption of land from prior mortgages. Thi
. is

6. The Punjab Registrar's Report for 1933-34, p. 23
7. Al Qureshi, Agricultural Credit, p. 71. '
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policy has the support of tradition and follows the practice of the German
Landschaften, most of whose loans were granted for the clearance of prior
debts and not for the purpose of agricultural improvement. Nicholson
pointed out in his report, It is a grave error to suppose that he (the
European peasant) any more than his Indian confrére, is thirsting after
credit with a view to land improvements . . . What the European peas-
ant left to himself requires in credit is the means of buying land at any
time, of paying off usurious debts, of finding cheap capital to pay off his
co-heirs, of combating by cheaper capital the terrible fall in prices of pro-
duce and the continuous rise of expenses, rather than capital sunk in per-
manent improvements or invested in the higher agriculture.”8 Almost
all these conditions can be applied to our country ; but there is one
fundamental difference that purchase of land at fancy price is not so im-
portant a cause of debt, and the land of co-heirs is practically never pur-
chased, with the result that sub-division of land has not been checked.
The prior loans of middle-class borrowers in our Primary Banks, we have
reason to think, would have been incurred not so much for the purchase
of land as for unproductive purposes like the celebration of marriages,
for unwise consumption, for litigation, ete. It would be something gained
if borrowers were disabled to spend likewise at least after they became
members of a Land Mortgage Bank. But are the chances of a second
mortgage for securing funds for such unwise expenditure not altogether

remote ?

Redemption of land from old mortgages or the land-holder from
prior debts unsecured but with higher rates of interest is no doubt a de-
sirable thing by itself and should occupy an important place, especially
in a period of economic depression, but it ought not to dominate the whole
scheme of land mortgage banking to the exclusion of other objects. It
is indeed impossible to redeem from debt many a middle-class borrower.
As Dr. Pattabhi Sitaramayya has pointed out, what they want is not &
Land Mortgage Bank but what he calls a Trustee Bank which would
finance trustees who should take over their properties and dispose them
of gradually and to the extent necessary to discharge the debts and hand

over what remains to the owners.?

A GenNvuINE DEMAND FOR LONG-TERM CrepIT ?

We have no details in the annual reports of the advance repayments

made by some borrowers of the entire amounts loaned out to them. One

8. Report on Land and Agricultural Banks, Vol. I, p. 43
9. The Indian Co-operative Review, April, 1935.
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gets a feeling that in such cases the loans were not really wanted £
long time but resorted to only to tide over a temporary difﬁcelt R
might be that wisdom dawned later and the borrower found thu Y
no use in committing himself to such a long period and it was }:)eert(te . o
dispose of the land, or he was tempted to seek an alternative sour’er t(;
credit where there was no facility for amortization of debt, but cond'ct'e :
of repayment were not so rigidly enforced. The tendency’ of an oldllioncsl
of a joint family is not to leave, if possible, a legacy of debt—co-0 :’ y
debt though it be—to the voungsters who inherit the propert pel? o
it may be that long-term loans are sought in the first instance ks;cau: ncef
the facilities offered ; but full advantage is not taken of the privileges zod
repayments are made by borrowing elsewhere for a shorter period <;r Itl)
sale of property. At any rate this is what happens in the case of .
Building Societies’ loans, granted for long-terms but often clearedouf;
carlier. Such prepayments might not matter when the Governm ;
fnances the scheme as in the case of Building Societies. But the o
bound to add to the embarassment of the Central Land Mortgage 3173: 1‘;
n having to redeem a greater number of debentures than ordinarrilly

a nticipated’ as long as there is no scheme of sinking fund or outlets for

investing for shorter periods.

SHOULD THE DURATION OF THE LLOAN BE EXTENDED ?

The agitation for the extension of the period for which loans may b
ed from 90 years to 30 and 40 years, on the analogy of condit‘ioneq

grant _
“ptai ning in Europe, and newer countries like Australia and New
Zealand, appears to us to be somewhat unreal and unnecessary—unless

the loans are granted for development and on condition that farms would
not be broken up- The proposal hfid the support of the Registrars’ C
in 1934 and Of the Bankmg Committees before. Too Shor:n—
eriod as in the P"un]ab—l() to 15 years—would not serve the pur -
ments in instalments would be heavier. Equated pa Pt pose
riod would surely ease the position of the borrowei-m'lfe rtlhS o
wed was heavy and the repaying capacity small. But’ 1 1e sum
anted not for the purchase of land to make the h 1?15_ ong as
nor for permanent improvements which would 1(1)1 e
acity of the farmer and there is no guarantee eith crife the
d be intact whoever might inherit it, not much e thet th.e
in prolonging the period. It may not be appreciated .pugos; is
the borrowers themselves. Supporters of the longer in t 3 ong
forget that i parts of Europe and elsewhere either thepell:imlawfran~
rimogeniture permits the .eldeSt son alone to inherit the £ : o }?f
p Jaw revents sub-division below a certain size ; or What:f,vz;‘ bz :he
e

new . . JF T
b the custom is against sub-division. Says C. F. Strickland: “The
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European custom is, generally speaking, to leave the land for one son,
who gradually pays off the charge laid by his father on the pro-
perty for the benefit of the other heirs. If he is unable to do so, he sells
the entire property rather than a fraction, after the loss of which he
would be unable to make a profit and start life again elsewhere.”1® In the
absence of any such law or custom it were better not to experiment

with too long a period.

Loans For PURCHASE oF LAND.

Purchase of land by the cultivator is in foreign countries one of the
primary aims for which Land Mortgage Banks have been organised. In
European countries with old settled land, tenants have been enabled to
acquire the lands of landlords who were obliced to give up the
lands by legislation or by excessive tavation and increasing costs of
cultivation. In either case there was nothing like expropriation but the
cost of acquisition could not be met by the tenants aspiring {or ownership
and therefore some form of State-aided land mortgage credit had to be
granted to approved purchasers to be repaid in instalments over a long
period. In the newer countries it was not so much the purchase of land,
which could be had for the asking, as the need for large initial capital
for reclaiming the land and equipping it with stock and machinery that
necessitated the orgonisation of Land Mortgage Banks with or without
State-aid, though latterly in every case the State has come to the rescue !
In our country tenahcey legislation has often conferred valuable occupancy
rights on long-standing tenants without having to pay much to the origi-
nal owners. But where compensation was provided for, it has not been
implemented by the organisation of long-term credit by the State. The
Madras Land Mortgage Bank Act and by-laws provide among the objects
of loans, the purchase of land, the understanding being that such purchase
should not be for a speculative purpose but to enable a ryot to round off
his holding and make it economic.’* So far in Madras there has been
little demand for loans for the purchase of land cither for making a
holding economic or for the creation of small holdings. Perhaps when
schemes of settlement of the educated and the uneducated unemployed
on new cultivable wastes are taken up, Land Mortgage Banks may play
a very important part.

10. Studies in European Co-operation, Vol. II, p. 171
11. Belshaw (H.). The Provision of Credit, pp. 73-79.
12. Madras Legislative Council Proceedings, 19th March, 1934, pp. 464-5.
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Loans FOR LLAND IMPROVEMENT.

Land improvement involving larger capital which could be con-
veniently paid off only in a long period has been one of the foremost aims
of Land Mortgage Banks in all countries. In Great Britain this function
has been taken up by the Lands Improvement Cempany which is guided
by official inspection of the land to be improved by the staff of the Minis-
try of Agriculture * to establish that the property will prima facie be im-
proved at least to the extent of the proposed charge.” The Company is
said to have so {ar advanced over £15 millions ; it now offers loans at 3V
per cent. net and oblains its loanable funds from insurance companies.
Demand for loans is expected to increase with the need now felt for re-
equipment of land and buildings to suit the change in agricultural systems
and to overlake the heavy arrears of work due to the depression.’® The
Government in this country has also been granting long-term loans for
land improvement in the last 50 years but land-owners have made so
far little use of such loans for one recason or another. The system has
been condemned by co-operators who naturally wanted Co-operative
Banks to take up the lunction. At first this was expected of even Village
Credit Societies, whose limitations in this field have been gradually re-
vealed. One of the objects of the Land Mortgage Banks from the first
has been that of improvement of land in addition to clearance of prior
debts. The latter purpose has absorbed practically all the funds and
the former has been neglected for one reason or another. For one
thing it was difficult to find among the Directors of Primary Banks per-
sons who could recommend improvements or supervise the utilisation of
loans on them. There was also a legal doubt whether a loan advanced
for effecting agricultural improvement could bind the sons and other cc-
parceners of the borrower " This doubt has now been cleared by the
Madras Land Mortgage Banks Act of 1934 which provides that “ the im-
provement of agricultural land or the methods of cultivation shall not be
regarded as purposes not binding on a member of a joint Hindu family.”15
Regulations have been framed by the Board of the Central Land Mort-
gage Bank for the grant of loans for some well-designed improvements.
The definition may have to be widened so as to permit of other improve-
ments than those recognised by the old Land Improvement Loans Act
of 1883, which are confined to works of irrigation or drainage. Installa-
tion of power-machinery for the above purpose and for the processing

13. McMaster (D.R.) in Jowrnal of the Institute of Bankers, Part VIII, Vol. VII
po. 454-55. '

14. Notes for the Conference of Land Mortgage Banks, 1934.

15. Madras Legislative Council Proceedings, 23rd March, 1934, pp. 718-19.
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of produce of various kinds may be encouraged. Scope for such improve-
ments would be not so much in deltaic wet land areas where paddy is
a sure crop; but in tracts where soil is good and suited to other crops
and rainfall is not precarious but there is no regular water-supply
at present. In the case of such improvements, the yield from invest-
ment is little or nothing in the first few years and then gradually rises.
Instead, therefore, of equal repayments from the very start, instalments
of repayments of principal may commence after a few years and may be
so graded as to correspond to the rising income from land. All improve-
ments do not cost the same per acre nor is a fixed period of 20 to 30 years
necessry for repayments. Shorter periods may well suit some of them,
for which funds may be advanced from the Central Bank’s annual collec-
tions, instead of utilising these for the redemption of debentures before
due time to the annoyance of long-term investors.

ScoPE FOR IMPROVEMENT.

It might be said that the economic depression with the great fall in
prices of produce has damped all enthusiasm for such improvements.
This cannot be said of the products of dairy-farming and horticulture in
which our development has been very slow, though prices have by no
means been so discouraging as in the staples even in this country. The
Royal Commission on Agriculture deplored this lack of progress in these
lines.!6 They drew pointed attention to the need for caution in the
organisation and conduct of Land Mortgage Banks and for encouraging
productive works. *“ While there is some demand for facilities to repay
old debts or redeem old mortgages, there is no very strong demand for
long-term money for land improvements. Land Mortgage Banks will
neither fill a gap nor meet a long-felt want ; they should replace the sys-
tem of State loans and displace the money-lender from the long-term
loan business ; they should introduce a valuable element of control into
that business, but their greatest service may be the lowering of in-
terest to a level which will bring many improvements within the class
of productive works!? Sir G. Bracken, Finance Member of the Gov-
ernment of Madras, in opening the last Land Mortgage Banks’ Conference
laid his finger on “ the weak spot in the present working of Land Mort-
gage Banks that so much of the money lent is for prior debts of an un-
productive character and so little for financing productive expenditure
such as land improvement, consolidation of holdings and so on.” This is

16. Report of the Royal Commission on Agriculture in India, p. 589.
17. Ibdi, p. 466.
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certainly not due to the want of appreciation of the authorities of the
Central Bank of the importance of productive works. As the Agricul-
tural Commission said in connection with the working of the Land Im-
provements Act, “ what is lacking is not so much capital for land improve-
ment as ideas for utilising it for productive purposes.”’®  May we expect
the new District Economic Councils and the Provincial Economical Coun-

cil to formulate definite proposals in particular tracts with the assistance
of Development Departments ?

18. Ibid, p. 428.

Credit can only play its part in the economy of the farm efficiently,
when its functions are fully recognised and when its uses are adequately
measured. The problem of agricultural credit in its wider aspects can-
not be solved by machinery alone ; the machine will always need a high
degree of skill in its use. Like other productive industries agriculture
requires not only a scientific but an economic technique.

—R. R. Enfield’s Report on Agricultural Credit.



THE MODEL TOWN, LAHORE

By

Mr. K. C. Varma, MA,
Secretary, Co-operative Model Town Society, Ltd.

ORIGIN

Lahore is the seat of the Pun
centre of educational and social
business enterprise.

jab Government, and an important
activities as well as of commercial and

It has grown from day to day, and is by far the
most fashionable station in Northern India. It has a great fascination

for educated and go-ahead Punjabis. Other Northerners too wish to
reside in Lahore and to have the benefit of its growing interests and
importance and many-sided activities. It is no wonder, therefore, to see
Lahore expanding in al] directions with amazing rapidity. The question
of relieving its growing congestion and of providing suitable habitation
for its residents has been engaging the attention of several eminent sons

The desire for a well-venti-

THE SrrE

The foundation of the Model

Town, by far the most salubrious and
well-planned suburb of Lahore, w

as well and truly laid in the year 1921
could hardly be improved upon. It was
the famous Rakh Kot Lakhpat, the favourite of the Forest Department,
which was acquired for this purpose.  Originally 1,000 acres were con-
sidered as more than enough for carrying out the scheme of a Model
Town, but as the Forest Department was not willing to part with its
beloved Rakh, by bits. the whole area comprising the Rakh Kot Lakhpat,
which was in the neighbourhood of 2,000 acres, had, perforce, to be pur-
chased.

The Model Town is situated at a distance of about 5 miles from

m the boundaries of the Lahore Municipal Com-
mittee. The site was pu

rchased at a cost of over nine lakhs of rupees in-
cluding the price of the trees that were grown in it by the Forest De-
partment,.

Z s, TOWN.
THE ORIGINAL SITE OF MODEL T
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Moo, ox PAYMENT T0 GOVERNMENT

The Society started by selling fully paid-up shares worth Rs. 100
fach to the Public. Rs. 57,000 or thereabouts were thus subscribed
before the end of 1922, The first call on land was then made at the rate
of Rs. 200 per ‘A’ class plot and Rs. 100 for a ‘B’ class plot and Rs. 50
for 2 ¢ class plot. This brought another Rs. 60,000 or so. Possession of
land was given by the Government in 1923 on receiving about Rs. 94,000,
being 19 ber cent of the price of the land and trees. This amount was
baid out of the funds collected as mentioned above, by sale of fully paid-
UP shares and receipts on account of the first call on land. Thereafter
the fu]) price of the land was paid by about 20 instalments, the last of
Which wag paid in March, 1929. Interest was charged at 6 per cent by
the Government for permitting us the facility of payment by instal-
ments. Later on remission was given by Government for the price of
land that was utjlised for public purposes, like Roads, School, Club,

laces of Worship, etc.

A CO-OPERATIVE SocIETY OWNS AND RUNS IT.

. The question as to how the proposed town should be run agitated the
Mminds of jts founder, Diwan Khem Chand, and his colleagues a great deal.
t was decided to run the town on co-operative lines, and with the active
Support ang advice of the then Registrar of Co-operative Societies, the
dMmous Mr, Calvert, the Model Town came to be owned by the Co-opera-
tl}’e Model Town Society Ltd., which is by far the biggest society of its
Ind in the whole of India and perhaps, in the whole of the East. The tov.m
3S been conceived as a Garden City so that each house could‘ remain
°Pen on all its four sides and could also have the advantage of a nice com-

Pound ang 5 beautiful garden.

OBJECTS.

it The objects of the Society are to promote the economic interests of
® Members, The main objects are given below :—

(a) To lay out, establish and maintain a garden town.
(®) To bring into existence, construct, manage and mainta‘i.n works,
Serviceg and other institutions of various kinds, for the convenience and
efit of members residing in the town. .
(®) To build residential houses and other buildings for private and

bubl;
blic Use and convenience of members.

m (@) T provide measures for the protection, safety, and better and
°re economie living of members residing in the town.
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(e) To regulate the construction, use and maintenance of all build-
ings, roads and other erections of various kinds within the town.

(f) To impose a contributory cess or rate on the members on co-
operative principles, to meet municipal or other charges for residence in
the town.

THE PraN.

The Town is divided into nine blocks. In each block (excepting the
9th which was added later—and has only C class plots) there are A, B and
C types of plots and each block is equi-distant from the central area in
which all the public places and places of amusement are located, so that
there could be no complaint of any block being more favourably situated
than any other block. In the scheme of the town a central lake and a hill
and terrace gardens are also provided in the heart of the town. The cen-
tral reservoir, from which water is to be supplied to all the blocks in the
town, is to be located on the top of the hill. There are interblock gardens
which provide the lungs of the town. And a garden area runs all round.

Praces oF WoRsHIP.

There are 8 places of worship provided in the eight different blocks
of the town and a burial ground, a cemetry, and cremation grounds are
located on the outskirts and are to be run and managed by Trusts of the
different communities. In the places of worship a Gurdwara has already
been built by the Sikhs, and other communities are also making efforts to

build their places of worship.

SAFETY : WATCH AND WARD.

The Town has been planned to be self-contained and self-sufficient
and has complete * Swaraj” within its own limits. There is no police
Chauki, but the town is guarded by the Society’s own Watch and Ward
comprising able-bodied, ex-Military men, some of whom are also provided
with arms. The Watch and Ward has been an amazingly successful fea-
ture of the society with the result that there has seldom been any robbery
or theft worth the name in the Model Town, in spite of its being in the
midst of a jungle.

CONSTITUTION.

The Society is run by a Managing Committee consisting of not less
than 12 and not more than 21 members including the President and two
Vice-Presidents. The Managing Committee is elected for 3 years by the
General meeting of members of the Society. One-third of members of
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the Committee retire every year and new election for this number is
held annually. The Committee has the power to appoint Sub-Committees
and at present there are the following seven Sub-Committees : —

(i) Finance and Development Sub-Committee which exercises a
supervisory control over the whole working of the society and initiates
schemes for the development of the town. This Sub-Committee is more
or less, the working committee of the Society.

(it) Buildings, Roads, Electricity and Water Works Sub-Committee :
This is the Public Works Sub-Committee which controls the buildings,
roads, electricity and water works departments, and supervises all kinds
of construction and erections in the town and prepares estimates for all
constructions and installations in the town for the sanction of the Finance
and Development Sub-Committee.

(iti) Forest and Watch and Ward Sub-Committee which controls
the establishment under it and is responsible for the proper working of
the Watch and Ward and Forest Department.

(iv) Transport Sub-Committee controls transport service and is re-
sponsible for the framing of the time tables and proper running of the
bus service.

(v) The Lands, Irrigation and Gardens Sub-Committee, which con-
trols the giving out of lands on lease for temporary cultivation and fruit
gardening, etc., and is also responsible for the framing of Warabandi for
the equitable distribution of canal water.

(vi) The School and Sanitation Sub-Committee, which supervises
and controls the Society’s High School and sanitation of the town.

(vii) Legal Sub-Committee, which fixes the fees of Counsel appear-
ing in Society’s litigation.

Certain changes in the Constitution like reducing the number of
members of the Committee from 21 to 18 or 16, representation ward-wise,
by having one representative of each of the various wards of the society,
or nomination of a number of members by the President with a view to
ensure a majority for him, delegation of specific and extensive powers
to the President (which has been dubbed by successive Registrars of Co-
operative Societies as ‘ Un-co-operative’), voting by post, etc. have been
made with a view to better the administration of the society. These pro-
posed changes might be individually useful, and on paper, conducive to
better management. But as a matter of fact, and in actual practice, they
are not likely to make any very material difference. The success or fail-
ure will, largely, depend on the men that work the constitution, We
heartily echo the famous couplet :

12
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For forms of Government let fools contest,
That which governs the best is the best.

The present working through the Sub-Committees has shown that the
administration can be carried on quite effectively and efficiently without
calling for any material change in the constitution. As regards delega-
tion of powers to the President, some of our most illustrious Presidents
eschewed such delegation as poison. They considered it far better for
themselves and the Society to pass orders in consultation with some
members of the Committee and thus make the running of the administra-
tion more in keeping with co-operative principles.

MEMBERSHIP.

Every person wanting to build a house in the Model Town has to
own one share of the society and has to be admitted as a member. He or
she must also own at least one building plot. With a view to avoid
possibilities of speculation and profiteering, no one is permitted to have
more than 2 building plots in the town, nor an aggregate area of more
than 12 kanals.

Types oF Housks.

There are 3 types of houses, viz.,, A, B, and C. A house of the A
type is built on an A plot measuring 6 kanals or 3,000 sq. yards. A house
of the B type, on a B plot, measuring 4 kanals or 2,000 sq. yards, and a
house of the C type on a C plot measuring 2 kanals or 1,000 sq. yards.
Originally the price fixed was Rs. 500 per kanal viz.,, Rs. 1,000 for a C
class plot (being the minimum unit of land that can be purchased in
Model Town), which works out to one rupee per sq. yard. The present
price is Rs. 600 per kanal and from 1st February, 1937, it will be Rs. 700
per kanal. The price is payable either in one lump sum, in which case
a rebate of 5 per cent is allowed, or by 8 easy instalments spread over a
period of 2 years. Under the building rules of the Society no body can
build on more than one-third of the total area, thus making it compulsory
to have two-thirds of the land purchased by a member for garden and
open air compound, and other similar healthy purposes. Construction is
permitted only upto the first floor so that no third storey is allowed.

Burtping CosTs.

The cheapest house has been built within about Rs. 2,000, and on
an average, the cost of construction of a good C class house ranges be-
tween Rs. 4,000 and Rs. 6,000 and of a B class house between Rs. 6,000
and Rs. 10,000 and of an A class house between Rs. 8,000 and Rs. 15,000.
The supply of materials for construction of houses is easily and cheaply
available in and around the town. Expert labour, and supervision, engi-

A CLASS HOUSE.
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neering and architectural skill, are available on the spot. The result
is that some of the most beautiful houses have been built at an amazingly
cheap cost. Most modern designs and equipments like mosaic floors, fly-
proof arrangements, flush system, electric heating and cooking, and frigi-
dairs, and wireless installations, are to be found in almost all the new
houses built in the town.

ROADS.

The total length of roads in the town is about 40 miles, out of which
all roads, on which houses have been built, are either soled, or metalled
and tarred. All the important roads are tarred. The streets are named
after the roadside trees which are planted on them.

FACILITIES FOR GARDENING.

The town is supplied with perennial canal water so that each house
connected with the canal distributory, thus affording ample opportu-

15 bers for growing nice gardens.

pity to mem

TRANSPORT SERVICE. '
In the summer 30 to 40 buses ply between Model Town and Lahore

nd in the winter season between 40 to 50. The services are run on a
a od time-table and children and students are picked and dropped at
their various educational institutions in Lahore. The time-tables are
rinted and distributed free among all residents. The number of services

0 be increased, if necessary, and is kept proportionate to the needs of
C

rax Free TOWN
The town is 8 tax free town. Municipal charges are levied once for
the rate of 2% per cent. of the total cost of a house as a contribu-

at i .
all cases for meeting expenses relating to town administration. sani-
tor?’ n and other Municipal facilities. J
tat1o

ES.
gFFICULTI _ .
D Several difficulties have bet.en experienced in the working of the

jety which, however, are not insurmountable. Some of the o e

o:t ont amongst these are narrated below : —
)

() Lack of funds. Building societies of our magnitude haye jnvari-
1y to borrow for the development of the town. In our Case not only
ab’¥ o refrain from borrowing on large scale but we had actually to in-

dw ;
3; , about rupees four lakhs in unwanted land at the very beginning. If
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the Society takes a development loan say of about five lakhs to
finish most of the schemes of betterment and works of public utility and
development, the town would no doubt take rapid strides of progress
and this loan could be easily repaid by the enhanced price of unsold plots,
which will be fully justified in view of the better amenities and services
provided. Funds should also be provided to accommodate members
financially in the construction of their houses and these investments will
be not only completely safe but would bring considerable income to the

Society.
(it) Insufficiency of the staff. At a certain period of the Society’s

life retrenchment and still more retrenchment was the watchword of the
Society’s management. The result was hopeless under-staffing, and all-
round inefficiency. To work out properly a scheme of the gigantic mag-
nitude like the one undertaken by the Society, especially during the
period of its development, it is extremely necessary that adequate and
efficient staff be maintained. Even at present the work of the Society
could be run more cheaply and efficiently by having a larger and more

qualified and better paid staff.

(#it) Defects in constitution.
present permits exercise of vote by defaulters as well.
most of the defaulters of the Society, or those who have come into clash
with it, for some of their unauthorised acts, band themselves together,
and make a show of a crusade against the administration of the Society,
which they try to capture for their own benefit. The result is that con-
stant upheavals which shake the foundation of sound and stable adminis-
tration, are the usual phenomena noticeable near every General meeting.
Members, specially defaulters, as a rule, are unable to draw a line of de-
marcation between the personality of the Secretary, and the official
spokesman of the Society, who has to act on its behalf and execute its
behests. It is therefore extremely necessary to offer sufficient protection
to the employees of the Society, specially its chief officer, the Secretary,
if the work has to be carried on with honesty, fearlessness, justice and
regard to the best interests of the Society.

(iv) Party spirit and lack of discipline. The Society is not immune
from the occasional display of party spirit which is exhibited, mostly on
personal considerations, by members who wish to capture the administra-
tion of the Society to serve their personal ends. As hinted above it is
generally the defaulters and malcontents who gather together and form
a group of oppositionists. Several members are roped in by luring pro-
mises of remission of their dues or other favours which they can’t get
normally from the Society. There are others who are aspirants for the
post of secretaryship, or smaller posts, and are thus promised what thgy
want, if only they help in the overthrow of the existing regime. This
kind of propaganda has an adverse effect on the discipline of the Society

The constitution of the Society as at
The result is that

C CLASS HOUSE.
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iy Both of its members, as well as its staff. Most of the members know

the value of discipline, having served, generally, on high posts under the

oOvVernment, by when discipline is made applicable to them they find it

Irksome, Complaints of unauthorised cutting of canal water, out of turn,

oT of Unauthorised construction without sanction of the Society, or of

non‘Payment of the dues of the Society’s land, or of not carrying out the

laws of Sanitation and health, or of breach of traffic rules and the like,

af‘e Not absent. So far it was thought that it will be easy to m.aintain

dlscipline without recourse to penalties and other punishments‘whlch are

®nforceaple under Municipal Laws, in view of the specially high status,

in general, of the members of the Society. It has, however, b.een. found

Y Xperience that it is too much to expect to be able to maintain and

A enforce discipline without the fear of penalties. It would, therefore, be

* Decessary ¢ get special powers either by getting a special Act passed .for

$.00el Town, which will blend sll the good points of the Co-operative

Sode“es Act, with some of the Municipal powers that are so necessary

for the Proper running of a town like ours, even though owned and r]t;n

by a Co-operative Society, or by having special ryles passed by the

OVernment under the Co-operative Societies Act 11§se.31f. .As bdetwe;:n

Tunning the Town as a small Town, or through a Mur‘nmpah'fy under }t e

locg) Self~G0Vernment, and running it on a c0-operat1vg ba51.s throug ?

O-Operative Society, the balance of good is overwheh'mngly m.favourlo

TUnning jt 4 at present, through a Co-operative Socx?ty. This 'co.n;: u-

s.lon has been forced on me by a careful study of Mummp'al. Admc11n1§ ra-

on even in big towns like Lahore, and comparison of Mul.m.ilp a.l 2 mm'ltsl;
tration as it obtains in the majority of even premier Municipalities, wi

ou . . .
T own admlmstratlon.

Prog
RESS AND AcmievemEeNnTS
' e Model
T Inspite of all the list of difficulties enun}erated abox;eénf:lss Moce
8S come to stay. This is due to the inherent sou

, over-
Scheme of the town which is bound, in the 'Iong rumn, t'o S,:l:t:‘:r Tho
the many obstacles that have and might come in

Tows s d than
s i i re
;IP 0 has made considerable progress since its inception a:olorrl:; Model
00 hmlSes have already been built. Including the labour !

Town has now a population of 4,000. The Society has 'al.rea‘iié’ tﬁ?tv;gv‘:!
95t of the amenities of the town life to its membefrs residing s o

x “Xample, we have good, wide roads, electricity, water “{Oes ’recog'
“{ater, Post and telegraphs, telephones, radio sets, ﬂush' Iatrm. ;d ol
knJSEd high school, another school on European lines, hosp ital, I;lfe dairy’
:a die club, mus:ic club, shops, hosiery factory, and up-tc:i- ad above’
“aNsport Service, parks a’nd gardens, efficient watch‘ anfi war ai:; ;;rowth
311, inculcation of the spirit of healthy and open-air living,

ark-to-nature cult.
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FinanciaL PosITION oF THE Soclery

(Based on Balance-Sheet as on 31st January, 1936).

A. AsseTs:
(a) Cash 30,018
Sundry debtors 2,02,554
Shares and Securities 605
—_—  2,33177
(b) Forest 1,07,229
(¢) Land for sale : —
2,304 kanals of land under plots
at Rs. 600 per kanal (present sale
price) .. .. 13,82,400
7,884 kanals of spare land at
Rs. 200 per kanal (present market
price) .. 15,76,800
B. RESERVES:
(a) 1,357 Kanals Public Gardens at
Rs. 600 per Kanal (Present price
of the adjoining land) . 8,14,200
(b) 561 kanals under Public Buildings
at Rs. 600 per kanal (present price
of the adjoining land) 3,36,600 11,50,800
Buildings less depreciation . 2,24,264
Electricity and Water Supply Installa-
tion less depreciation .. .. 71,164
Road Side Trees ang Garden Nur.
sery .. . 17,210
Tools and Plant ang Furniture 9,788
Library - .. .. 585
Stores .. .. 3,662
—_—_—
LiaBILITIES :
Building Deposits 93,592
Members’ Deposits 36,811
Loan from Bank 64,546
Security Deposits 6,328
Provident Fund .. 9,506
Sundry Creditors 18,427

Net Assets or Profits.
On a Share Capital of

32,99,606

14,17473

—-———/
47,717,079

2,34,710

45,42,369
97,700

g

of ¢
t to
as CO‘mD(thly as possible, with the shortes
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THE Hope.

The vision of a beautiful garden town, nd on all sides and above,
life, with plenty of space in front and back, a

i irit
. true co-operatlve Sp
. i 1 over, with a : beautiful
with i lenty flowing al ted into a be
inforr;}ilrign:\lrtrgfaitionyof its members, can be trzrlls;iejudices, gains and
Yeality if only members shed their petty Rer}s Orrln e town, and serve it in
losses and are determined to stand by thelg uzﬂual accommodation a‘nd
a true, spirit of love, harmony, tolerance and m eriment in co-operative
helpfulness. 1f this, happens then this urélquicz’;s and will become a cr;
' ted su tre on a
entormm: . jeve an unpreceden ) ight and lustre on
ter;?iiin‘:}lla?: h;i\cll a beaconlight that will Shedrclllsg co-operative build-
Co-operative effor’ts, specially those directed towa
Ing and housing societies in the country.

based on healthy, open-air

4 ts

providing the requ"'e";::se
R in every

nd children @ o togetf.be"'

mu,nicatw‘n

plan-

. life,
The garden city is a unit of Compliiiej .
rer20ge community for me, ;: —in due proportion,
eir daily life—work, rest and play tal distance of com

1 site,
0 Sii n ideal choice of
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HOUSING SOCIETIES IN HYDERABAD STATE

By

Mr. M. A. WaHas,
Asst. Registrar, Co-operative Societies, H.E.H. the Nizam's Government.

The problem of co-operative housing being more urban than rural,
the efforts of co-operators in this avenue, with a few isolated exceptions,
have been naturally confined, so far, (1) to the city and suburbs of
Hyderabad which is the capital of the Dominions, and (2) to the Canton-
ment of Secunderabad, which lies in the immediate vicinity of the for-
mer. The Cantonment, though governed by Act II of 1912 of British
India, is a part of British Administered Arecas, and for all co-operative
purposes is under the control of the Registrar of the State.

THE P1ONEER SOCIETY.

The year 1921 was epoch-making in the history of the Co-operative
Movement in the State. Some eminent co-operators in Secunderabad,
under the leadership of Rao Bahadur Padmarao, organised a society for
the purposes of buying and selling land, with the ultimate object of con-
structing houses on a co-operative basis. The socicty was subsequently
registered and was named ‘ The Secunderabad Co-operative Housing
Corporation.” Tt consisted of thirty members belonging to the Mudaliar
community. A large plot of land was acquired and was parcelled out to
the members, thereby making a profit of Rs. 15,000 on the transaction.
This was invested on constructing roads laying water pipes and installing
electric poles and wires. As no housing loans were advanced to mem-
bers, they utilised their own funds for building purposes. While the
houses in the colony are now the private property of individual members,
the roads and the hydraulic and electric installations within the colony
are the joint property of the corporation which is maintaining them from
its common funds,

The work carried on by the society has been of a composite nature,
which renders classification difficult ; but in view of the results achieved,
it may be grouped with societies of ultimate ownership.

HousING ACTIVITIES IN ADMINISTERED AREAS.

From 1921 onwards up to 1930, there was a complete 1ull in the sphere
of co-operative housing both in the Administered Areas and in the State.
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In 1930 the Town Improvement Trust launched its slum-clearing-scheme,
which dishoused many people and created a demand for new houses of
all types. Thus a great building period ensued and provided scope for
co-operative housing. Thanks to the strenuous efforts of co-operators,
within a short time over half-a-dozen societies were formed. They were
(1) The Secunderabad Co-operative Housing Society, Ltd., (2) The Pub-
lic Servants Co-operative Housing Society, Ltd.,, (3) The Muslim Co-
operative Housing Society, Ltd., (4) The Agraharam Co-operative
Housing Society, Ltd.,, (5) The Keyes Co-operative Housing Society,
Ltd., (6) The Erukula Co-operative Housing Society, Ltd., and (7) The
Wadders Co-operative Housing Society, Ltd. The first five were model-
led after the ultimate ownership scheme and the remaining two were
framed on the principles of the tenant co-partnership.

The progress of co-operative housing societies, whether in the Ad-
ministered Areas or in the State has not at all been encouraging. It was
destined to meet with more tragedies than achievements. Out of the
five societics of ultimate ownership. four had to strive hard against
heavy odds and eventually had to wind up their affairs.

Tuae Keves Co-oPERATIVE HousiNG SocieTy, Lirp.

The only society which had the good fortune to survive was the
Keyes Co-operative Housing Society which was named after Lt. Col. Sir
Terence Keyes. who was the British Resident at Hyderabad. He was a
great co-operator and took a kecen interest in co-operative housing.
Almost all housing societics in the Administered Areas were originated
in his regime and cnjoyed his patronage. The Keyes Society was found-
ed by Mr. Tatachar, a sclfless social worker. His untiring labours and
the munificient grant of Rs. 60,000 from the Local Government at 3% per
cent. combined to make it prosperous.

It has got a membership of 185, and is working with a capital of over
Rs. 62,000 ; of this the share capital amounts to Rs. 25,000. So far it has
puilt 105 houses and has leased them on hire-purchase system to its
members. Most of the occupants of the houses are labourers, earning
wages between Rs. 15 and Rs. 30 a month ; and feel no difficulty in pay-
ing the monthly contribution of Rs. 5 per house. Out of this a sum of
Rs. 2-13-1 is adjusted towards interest, taxes and repairs and the balance
is credited to the capital cost of the house ; which at this rate would be
aid up, within fifteen years. Each house which has been built in brick
: :nd mud with jack arch roof consists of a hall, a kitchen and a bath-room
with sufficient open space in the front.

Among other activities of the Society, may be included the help given
to its members, other than occupants of the 105 houses, in securing for
13
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them from the Town Improvement Trust about 74 plots, each measuring
between 150 and 200 square yards. About fifteen members owning plots,
have applied for housing loans. A sum of Rs. 10,000 in the aggregate,
will be disbursed, provided they pay in advance one-fourth of the estimat-
ed cost of the building and plot, as share money. This is one of the main
conditions imposed by Government on the grant made to the Society. A
turther sum of Rs 10,000 will be paid after the Society is satisfied as to
the actual investment of the first instalment.

The Society which has so far been steady in its progress, promises
to prosper under the guidance of its president, Mr. C. C. Paul, M.I.C.E,,
O.B.E, who is an engineer of talent and repute, the builder of the great
reservoir at Nizam Sagar.

SocreTiEs WITH TENANT CO-PARTNERSHIP.

The two other housing societies in the Administered Areas are (1)
The Erukula Co-operative Housing Society and (2) The Wadders Co-
operative Housing Society. Both of them were started, and are still
working on the tenant co-partnership system. The Erukulas and Wad-
ders are nomadic tribes of the Deccan plateau. By profession, the Eru-
kulas are mat-weavers and the Wadders are stone-breakers. But on
account of their anti-social proclivities, they have been classified under
¢ Criminal Tribes,” and as such they are always under the vigilance of the
Police Department. From time immemorial, they have been homeless
and perhaps for the first time in the annals of social service to humanity,
attempts have been made to provide these wandering tribes with houses.

Trae Erukvura Housing SocIETY.

The Erukula Society was started in 1930. The credit goes to Mr.
Daniel Chellappa, the Secretary of the Co-operative Union, Administer-
ed Areas. He toiled hard in inducing Erukulas to enter the portals of
civilisation. On the one hand, he brought them round to stick to one
place and earn their bread by honourable means ; and, on the other, he
collected funds and acquired land for housing them. His efforts had the
due guerdon ; and the Loocal Government came forward with the mone-
tary help of Rs. 21,600 as a loan to be repaid in 15 years, together with
annual interest at 4 per cent. This amount coupled with Rs. 3,400 raised
as share capital from the Erukulas was spent on constructing 50 houses
with the co-operation of Mr. C. C. Paul, of whom Hyderabad is justly
proud as a keen co-operator.

Specification of houses and Stipulations of Membership. E'8¢h‘ unit
in the colony comprises of a room measuring about 20’ X 10 with a
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verandah seven feet wide. There is no separate kitchen or bath-
room attached to the house. They cook in the verandah and use a com-
mon bath-room, which thanks to the generosity of a philanthropist, has
been constructed for the free use of the colony. In addition to this, the
charity of another zealous co-operator has equipped the colony with a
common meeting hall, which was erected at a cost of Rs. 600. The
Erukula, who has for ages remained homeless, has to pay for all these
comforts a sum of Rs. 5 a month. This he can afford from his income,
which rarely falls short of Re. 1 per day and is earned through basket-
making and fortune-telling. It is nearly 6 years now, since the Society
came into existence; and within this period it has repaid more than a
quarter of the loan borrowed from the Government. It is expected that
with regular monthly recoveries, the total Government loan would be
repaid within the next decade. Consistent with the prevalent rule. in
all societies of tenant co-partnership, the Erukula will have to pay nothing
after 15 years, provided he has paid all the instalments with regularity.
He and his heirs, will thereafter be entitled to live in the house free of
charge. The Society through its managing board, on which the Erukulas,
both males and females, will be fully represented will be the legal owner
of the houses and will continue to maintain them in good order, and
supervise the affairs of the colony.

Education arrangements. It will be a source of gratification to all
co-operators that, while the economic needs of the Erukulas have been
given due attention, their intellectual development has not been over-
looked. While a day-school is being run for the children, night classes
are held for the adults. Instruction is imparted in three R’s, through
Telugu, their mother-tongue, and a qualified and trained teach'er ha-ls
peen placed in charge of this work. The salary of the teacher is paid
by the Local Government, for which the Society is highly grateful,

Tue WADDERS' SOCIETY.

The last of the order is the Wadders Co-operative Housing Society.
Like others it had its beginning in 1930 ; but could not make progress in
house-building, on account of impediments in acquiring suitable land.
The Town Improvement Trust has however agreed to give a plot of land
in a short time. The funds at the disposal of the Society, consist of pure

chare money, exceeding Rs. 2,500. It has no debts to pay but will cer-
. ‘—tainly have to approach the Local Government for a grant, when the

construction work is taken in hand.

Housing Activities in the State. Having dealt so far with the Hous-
ing Societies in the Administered Areas, let us now turn to the activities
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of co-operators in the capital city of the Hyderabad State, and its districts.
It may be confessed at the very outset that the attention of the depart-
mental officers and also that of the honorary workers was so heavily
centred on the consolidation and amelioration of the rural and the credit

side of the Movement, that very little was done in the field of co-operative
housing.

EARLY ATTEMPTS AT NANDED.

Early in 1921, an effort was made to organise a co-opcrative housing
society in the town of Nanded, which is the headquarters of the District
of the same name. The town is doubly important. Commercially, it has
for years remained identified with the cotton world as one of the biggest
marketing centres for the long staple cotton, which the District grows
and for which it is noted. It commands sanctity among the Sikh com-
munity in India, having been the seat of Guru Govind. It possesses a
beautiful “ Gurudwara ” enshrining the sacred samadhi of the Guru and
therefore attracts pilgrims from all parts of India, and particularly from
the Punjab. The jurisdiction of the Gurudwara is not confined to one
place ; but is spread over scattered areas, throughout the vicinity of the
town, and covers hundreds of acres. Nanded, is also sacred to Hindus,
on account of the shrines and bathing ghats, on the holy river of Goda-
vari which flows round the base of the town, forming a semi-circle.

Scarcity value of land in Nanded. Land in the town of Nanded and
its adjacent neighbourhood was already costly partly due to its rich pro-
ductive capacity, being of black cotton soil abundant in silt, and partly
due to congested housing conditions, arising out of its religious signi-
ficance on one side and out of its commercial and industrial development,
on the other. The growth of cotton trade led to the establishment of a
number of ginning presses and factories, which have acquired large plots
of land, serving as open yards to their main buildings. To add to this,
the Osman-Shahi Mills, which are of recent development, took possession
of whatever open land had remained available in the close vicinity of
the town. This resulted in the further reduction of open spaces of land,
which would have otherwise been available, for town extensions.

InFrUcTUOUS Housine Scueme AT NANDED.

All the foregoing factors helped to enhance the price of land to such
an exorbitant rate that it nipped in the bud all housing activities. The
co-operative housing scheme, which was planned on the lines of ultimate
ownership, with a view to meet the increasing demand for houses in the
station and to improve the miserable lot of tenants had to be abandoned,
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as neither sufficient land was available to carry the scheme to perfection ;
por the price of land at which it was selling, would have given any scope
of working the scheme on a profitable basis.

TaE JANGAON CREDIT SOCIETY.

About five years after the unfruitful experiment at Nanded, a credit
society of limited liability with the main object of financing loans for
house-building purpases. was started at Jangaon—another tovs.m of.com-
mercial importance, in the Siate. Tt is situated on the m§1n railway
line between Wadi at one end and Bezwada at the other, and is therefore
directly connected with the chiol sea-ports of Bombay, Mad.ras anc?. Ca.l-
cutta. Geographicaily. it is a portion of Nalgonda District whlc}} is
famous for casior. Jangaon, apart from being one of the 1argesf s.tahons
exporting castor-secds and oil {o different parts of the world is itself a
big centre of oil industry.

The Credit Sceicty with which we are eoncerned did not spare pains,
in providing resources (o 1's mmnb('rsi in need of houses, and made ad-
vaices to an extent ol Ru 100000 But the members affec;tec‘i by the
economic depression, like theiv bhrothern in aj.;ricult.ur?l societies, v.vere
not in a position to repay the loan with interest within the prescribed
time. This has resulted in arrcors amounting to Rs. 5,000. How re-
coverics will stand in futire cannot be forecasted. The paper re§erves
of the Socicty. about Rs. 268, vill probably have to be wiped off in ad-

justing losses which appear inevitable.

HOUSING ACTIVITIES IN Hypiranap Crry.

These discouragements Lowever did not close the door 1o othe1'~ enter-
prises. Instead of tackling the housing problem in di§t1‘icts, atte.ntlo.n was
diverted towards solving the ever-increasing difficulties of hogsmg in the
city of Hyderabad—which ranks fo/urth in the whole of India from the
point of view of population.

It has been in o congested state ever since it was built by the Qut.ub
Shahi kings. Its expansion, strictly speaking, began from 1908 }Nhlch
year saw the great floods of the river Moosi—a phenomenon without
parallel in its previous history. The floods washed away hundreds of
houses situated on the banks of the river and caused incalculable loss. It
was a great calamity but carried blessings in disguise.

C1ty IMPROVEMENT Boarp.

Soon after the floods, measures were adopted to provide housing
facilities to the dishoused population, and to relieve the city of its con-
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gestion. These measures received further strength when, in about three
years after the floods, the epidemic of plague broke out in the city of
Hyderabad and played untold havoc. The necessity for spreading popu-
lation into open spaces adjoining the city was felt more strongly than
ever. Later on, with the creation of the City Improvement Board and
a permanent establishment to carry on its objects definite steps were
taken in building houses in various areas around the city. These houses
were designed and the rental was fixed with a view to suit the pockets of
persons, mostly from the lower and middle classes of life.

REGIsTRAR’S NOTE on Co-oPeraTive Housing.

In spite of the fact that the City Improvement Board was making
laudable attempts in this direction, there was yet a lot to be done, in
relieving congestion and bettering the prospects of the tenants. Realising
the shortcomings of the schemes, launched by non-co-operative organisa-
tions, and gauging the possibilities of achievements through co-operative
measures, Mr. Syed Fazlulla, the Registrar of Co-operative Societies,

submitted to Government a comprehensive note on the question of Co-
operative Housing in Hyderabad.

GOVERNMENT GRANT OF Rs. 2 LakHS FOR C0O-OPERATIVE HOUSING.

Thereupon Mr. B. A. Collins, I.C.S., a co-operator of repute, moved
the Government for a grant of Rs. 2 lakhs for the said purpose. The
Right Hon'ble Sir Akbar Hydari, the Minister in charge of Co-operation
and Finance, approved the scheme and obtained the sanction of His Ex-
alted Highness the Nizam, who patronises all activities for the betterment

of his subjects. Accordingly, a sum of Rs. 2 lakhs was provided for in
the budget.

TuE MaLLEPALLTI C0-0PERATIVE HOUSING SOCIETY.

In furtherance of the orders under Firman, a co-operative society
for housing small salary holders (getting Rs. 50 to Rs. 275 pm.) was
organised and its formal registration was effected on 5th May, 1934. It
was in the Mallepalli extension, in which a plot of land measuring about

fifteen acres was acquired through the courtesy of the City Improvement
Board.

The Mallepalli Extension lies within a distance of about 2 miles of
the most flourishing business quarter of the city with easy access t0
offices, schools, hospitals and Railway station. Its development is being
carried on by the City Improvement Board, which has done good work

- nomical.
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n improving the City under the distinguished presidentship of Wallashan
prince Mozzam J ah. The co-operative colony is deeply indebted to this
soard for the construction of roads, drains, and parks, free of cost for the

use of its members.

The internal working of the Society. Building plots have been s?lfi
to the Society at the cheap rate of Re. 1-4-0 per square yard ; the mmf-
um area of a plot being not less than 400 square yards and tvhe maxi-
m not exceeding 1,000 square yards. It is proposed to build about
ml(;n}llouses in the modern style, ranging in cost between Rs. 2,000 and
g)s 6.000 including the cost of the land, to suit the requirements of di.ffer—
; classes of members. Every member will get a loan of twenty times
o Jary and will have to contribute one-fifth of the same as share
the 52 The loan, so advanced, will be recovered together with interest,
mon;Y- er cent. p’er annum, in 180 equated instalments fixed at Rs. 10
at 87 Eth for every Rs. 1,000 and spread over a period of 15 years. The
l.oer nilrients will be deducted direct from the salaries of the members
insta h the Accountant-General's Office, and remitted to the Central
throui ry. The loan from the Government to Society will bear an interest
Trzas o c.ent' and the Society in its turn will charge only four annas per
Zznt%ver and above it to meet its contingent expenses.

It may be recorded that Sir Akbar, in response to t}.xe address pre-
ted to him when the foundation-stone was laid by him assured the
o ty that the question of reducing the rate of interest on Government
i?):f x};rould receive his sympathetic consideration.
Model Houses. Within six months after the foundation-stone. was
:d, three double-storeyed buildings, classed A, B, and C, were bu¥1t. as
laic, 1 houses, in the modern cubist style under departmental supervision,
mode h-c;x,mded over to such members as were desirous of occupying
and werienants. These houses which are airy, roomy, and good looking,
them 25 od value for the amount spent on them. Each house, besides
are .a agouﬁicient number of living and sleeping rooms, is provided with
havmot;_rooms one on the ground floor and the other on the first floor,
N{:hb: kitchen: a store-room and a pantry. Accommodation in other
wi

houses may vary according to the outlay.

When it is considered that these are pucca built houses,- the cost

Rs. 2-4-0 per square foot on the plinth area appears to be hxghl}f eco-
of RS- The credit, for this achievement in fact goes to Mr. Heinz, a
architect of experience and taste, who is greatly responsible for
German tendency in Hyderabad towards cubist style of architecture.

the :,s“;:n»gvho designed the lay-out of the colony, and drew various plans
It was he, '

{or model houses.
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iITStitutionS, both agricultural and urban, have been as @ matter of routine,
giving requisite help to their members for construction of houses. To
mention a few: (1) The Prudential Co-operative Central and Urban
Bank of the Administered Areas has drawn up 2 special scheme and has
opened a separate department for advancing loans at a comparatively l?w
rate of interest for housing purposes: 2) The Hyderabad Co-operative
Dominion Bank, which is the ApeX Bank of the State, has disbursed over
Rs. 8 lakhs, as housing loans at 6 per cent to the permanent employees

of the Government with its permission and a guarantee of recovery-
Concrusion.

To put in a nutshell the activities of co-operative housing may be

described thus: Over a dozen societies were organised ; but only six of
them have survived. Of these three with ultimate ownership and two
of tenant co-partnership are working and justify their existence. The
sixth and the last, a simple credit body, is dragging anchor. 1f we r-ecko.n
the amounts invested directly of indirectly, on co-operative ho.usmg in
the State, we arrive at a figure of Rs. 12 lakhs advanced within about

Seven years.
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HOUSING SOCIETIES IN THE MYSORE STATE

By

Mr. Y. SREENIVASAYYA.

Hon. Secretary, Co-cperative Federal Union, Mysore.
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membership which was 3,517 1y 193149 fell to0 2,541 in 193334, though
it recovered to 2,838 in 1934.35. So also there has been a gradual fall in
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35. Nearly half of the working capital consists of loans advanced by
the Government.
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Thus the Government has been rendering very much assistance to
improve the guality of the residence of the people as a whole. But it
cannot possibly undertake to finance people to build their own houses—
though even in this direction it has been rendering very valuable ser-
vice by lending without interest, or at a low rate of interest, sums equal
to one or two years’ salary to their permanent servants for building

houses in the extensions of the cities, and recovering their dues in month-
Jy instalments out of their pay.

The Housing Societies have therefore been now engaged only in
supplying money to their members to build houses of their own. But the
sources of money they command are very few. They will not serve their
purpose fully if they do not lend at a low rate of interest and for long
periods. But there is no agency to supply them with money for long-
terms at a low rate of interest. The Apex Bank is the only financing
institution they have. But it lends to Primary Societies for periods not
exceeding ten years. Its rate of interest has till now been very heavy.
The Registrar observed in his report for 1930-31: “ The Apex Bank
which is the financing institution for all the co-operative societies has
expressed its inability to provide funds for these Societies (Housing
Societies) at a rate of interest lower than its ordinary rate of interest
namely 81 per cent. but it will be obvious that obtaining money at this
rate and lending it to the individual members at probably 1 or 1'% per

cent. above it, is scarcely a desirable thing in the case of House-building
Societies.”

Government has come forward with an offer to supply some funds
to the Apex Bank on condition that it lends at a specially low rate of
interest to Housing Societies. It has lent a lakh and a half rupees direct-
ly to the Bangalore City Housing Society at 5. and has placed an equal
sum to the credit of the Apex Bank at 4%2% to be drawn and lent at
3t2%0 to the Housing Societies. The slump in the money market has led
to the accumulation of large funds in the Apex Bank which now proposes
to lend at different rates of interest to different classes of sacieties accord-
ing to the nature of their business and on terms on which similar busi-
ness commands funds in the money market.

At present most of the Housing Societies are working merely as
ordinary credit institutions though confining their transactions solely to
advancing loans for building, buying or improving houses. They depend
largely upon the local deposits and loans from the Government for their
working capital. The periods of fixed deposits and loans they have bor-
rowed being rather short, they are not as popular as they should be. In
fact the amount of loans they have advanced is far less than what ordi-
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ry credit societies have done for the purpose of house-building as may
seen, for example, in the two years noted below :—

Loans granted for house-building.

In years. By Housing Societies. By other Credit Societies.
1932-33. Rs. 1,15,218 Rs. 6,91,691
1933-34. Rs. 1,09,656 Rs. 16,07,621

It is no wonder therefore that membership of Housing Societies is
ot strong.

The Housing Societies which were started in 1924 in flood-affected
listricts to help people to build houses did not all meet with success. Of
hose which began well, some have becen now doing nothing more than
ecover the instalments due from members and pay off the instalment
lue to the Apex Bank or Government. Their transactions are falling,
and their capital is growing smaller and smaller year by year. They
have been unable 1o get sufficient capital from other sources to carry
on their work further.

Housing Societies, since they have been in most cases financially
poor, have not been able to undertake the function of assisting their
members to get technical advice or supply them with building materials,
or provide men to supervise the construction of the houses. Though the
persons in charge of the management desire to help members in those
respects, the chances of their translating their intention to practical
measures appear remote.

The Housing Society of Bangalore has been able to obtain 50 sites
in one compact area in Bangalore wherein it proposes to put up dwell-
ing houses for its members as well as help its members to build houses
for themselves. It has also undertaken to supply building materials.
Its enterprise and experiment are being watched with interest by other
Housing Societies.

The future of the House-building Societies is dependent upon their
commanding sufficient funds which they would be able to lend for
periods of 20 or 25 years at about 69 as the Mysore Co-operative Com-
mittee (1936) has observed. The Central Banks are mostly deposit

=~ Banks and do not possess permanent funds of their own, large enough to
. be invested on long-term loans. It is therefore felt that the State has to

render assistance in this respect. The Co-operative Enquiry Committee
(1936) has after discussion supported the formation of an independent
Central Financing Society to meet the needs of Housing Societies. But
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CO-OPERATIVE HOUSING IN BIHAR

By

Mg, AKHOURY BASUDIVA NARAYAN SINHA,
Patna

. .operative
House building, like other investment projects of the Co-0PEL

Ovement, requires long-term capital, if it is to cater for thelmledilaen
class people. It is essentially an urban scheme, as in towns 2 ont Ga
houses fetch rent or have a sale market. With the developm;enm ~
town, grow up suburban areas and it is for the co,operaFOY ° 13[r ch of
Cieties to transform these areas into beautifully aid-out villas. _~};:11 not
the slums that the municipalitics are asked to clear would poslblt Kd'mg

ave grown up if steps had been taken in time to encourage' inte
settlers to organise themselves into a co-operative housing society”

which requires State

If there i ; tivit
is o _operative activity .
ne hranch of co-opP ative housing. In a

aid and State supervision, it is cortainly co-oper 1y pointed
esolution issued by the Government of India in 1914, it was aptly P ance
out :—* Whatever limitations, may be guitable as regards the assista
of Government in European countries (and in N0 countts W
m?nt entirely independent of Government aid), it is certain tha
Without initiative and help from Government, co-oper
unknown. Government alone was in a position to sub
and organisation necessary to start the work and the Govern fidence
able by its association with the Movement to create the outside con ;icable
hecessary to give it stability.” These remarks are particularly app
to co-operative housing schemes.

With the formation of Bihar into a separate province 10 Al?lz }\:23;1:;
capital at Patna there arose splendid opportunities for orgamsmgﬁ O he
?ﬁeties‘ The High Court, the Secretariat with its ?ttaChede oloca'ce,d at

ost Master General’s office and the Patnd University ‘:elirge pumber
of office assistants, lawyers and others having regular bus
Number of Government guarters were built ;
Not yet adequate. Government acquired large plots 0
the Dak Bangalow Road, the Fraser Road and on the fter being par-
as well as in Kadamkual;l. These have been leased out, 2 ‘e ere con-
celled out into small plots. In so far as Government servan's wbuilt for
cerned it could have been possible 10 arrange to have houserst\lrﬁﬁes I
them in these areas through housing societies. The oppo s
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believe, are still there. And if instead of lending to each Government
employee an amount equal to his one year’s pay, repayable in four years
as at present, the State could have encouraged the formation of housing
societies with proper restrictions regarding the maximum in each case,
the payment of instalments, the materials to be used for the building and
the type of house to be constructed, Patna could have been able to boast
to-day of beautiful quarters with residents fully alive to their civic res-
ponsibilities and the State could have been relieved of much of the in-

vestment it had to make over the building of houses, most of them not
quite suitable for a Bihar family.

The great earthquake of 1934 which devastated some of the impor-
tant towns of the province furnished yet another opportunity for starting
housing societies at Monghyr, Muzaffarpur, Motihari, Darbhanga and
even at Patna. Not only were loans granted by Government but even
lands were provided by them in some cases. The desire to help the
people to build their houses was there in the Government, but evidently
it bad no faith in the Co-operative Movement and certainly no zest for
new co-operative undertakings. Possibly what was happening in Bom-
bay and Madras was not even known to it. The result was that instead
of helping the people through co-operative societies, which would have
been casier, cheaper and more efficient, the Bihar Government went to
the length of enacting in great Liurry an Act, the Bihar and Orissa Natu-
ral Calamities Act, I of 1934, in order to enable them to grant loans for
buildings and to lay down the procedure for realisation of instalments.
It is prohable that if the available funds had been placed at the disposal
of the Co-operative Movement as long-term loan, through the Bihar and
Orissa Provincial Co-operative Bank, for financing house-building socie-
ties. a much larger number of people could have taken advantage of the
opportunity and instead of houses being rebuilt on the old sites and on
more or less the same plans and instead of a reproduction of most of the
old evils of congestion and narrow lanes, we could have witnessed a num-
ber of decent garden houses or model suburbs. This splendid opportu-
nity of rebuilding several of the towns of Bihar was thus once again not
availed of at a time when nothing was simpler and easier.

I need not refer to the scope that exists now for housing societies at
Jamshedpur. There are about two dozen limited-liability co-operative
societies which are doing work, and if housing societies are started in
that town there can be no difficulty of funds nor can there be any doubt
about the realisation of instalments, The Co-operative Department is
too busy solving the problems confronting the credit societies and the
financing banks in this province to think of such beneficient schemes,
even if it were to make an attempt with its considerably under-manned
staff. The location of the capital of Orissa—as soon as it is decided upon
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—will furnish another splendid opportunity and I do think His
Excellency the Governor of Orissa, who had an unique opportunity of
studying the Movement and its possibilities at close quarters as President
of the Provincial Co-operative Enquiry Committee, will not fail to give
the right lead in this direction. If the sympathy of Government were
assured there would be no dearth of educated persons to organise and
properly run co-operative housing societies either in Bihar or Orissa.

Even so late as 1931, the Hubback Committee expressed the opinion
that there was scope for housing societies in the larger towns of Bihar,
but that these societies could not be financed adeguately until long-term
capital was available. The Committee opined that the starting of such
societies should wait until a provineial land mortgage corporation came
into being. But that, again, could have been formed earlier. Anyway,
it is satisfactory to note that the present Registrar of Co-operative Socie-
ties, Mr. Y. A. Godbole, .C.S, has taken up the question in right carnest
and an experienced officer has been placed on special duty in connection
with the formation of land mortgage banks in Bihar.

It is not necessary to stress on the utility of housing socicties for men

of ordinary means in Government service or in the service of well-esta-

blished private concerns. Let us take a specific case. An average As-

sistant in the Secretariat generally starts on Rs. 50 a month and can in
the usual course hope to rise up to Rs. 300 and his average income during
the long-term of his service may be taken to be Rs. 150 per month. In
other words the rent that he pays for Government quarters during his 30
years' service is Rs. 15 % 12 30 = Rs. 5400. Now, in a place like
Patna it should be possible to give him a fairly decent house, capable of
being improved later on if so desired. at Rs. 4000. This amount with
interest at 3 per cent per annum on the outstanding balunce, if instal-
ments are paid regularly. would amount roughly in 20 ycars to Rs. 5.200.
In other words if the occupant pays Rs. 22 per month or roughly 15 per
cent of his pay, instead of the present 10 per cent. it would be possible
to make a free gift of the house tao the occupant after it has been in his
occupation for 20 years. It i1s generally after 20 vears of service that the
expenditure over children’s education, marriage. ete., generally mounts
up and it would be a great relief in old age if the State through Co-ope-
rative Societies could undertake this highly humane work. which in it-

self will teach thrift and give a sense of greater security to the employed
and make provision for his family.

1t is evident that long-term capital could be raised even within the
province itself—capital sufficient to finance all the housing societies
required for the province—if only the Local Government would

guarantee interest on debentures proposed to be floated by the Bihar an’
15



CO-OPERATIVE BUILDING SOCIETIES IN THE MADRAS
PRESIDENCY

By

Mr. M. Giriarra, B.A,

Reyistrar, Co-operative Societies, Madras.

The problem of housing the poor and middle classes in urban arcas
was becoming increasingly acute and the question of providing
funds for construction of houses had been under the consideration of
Government for a long time. Construction of new houses is necessary
for two reasons: (1) to remove congestion in towns;  (2) to give
houses to people who have no houses of their own, but who can afford to
possess them if a loan for the construction of houses is given to them at
the outsct and recovered in casy instalments. For a long time there was
not a definite scheme to achieve the above objects. In the absence of
such a scheme a few stray co-operative buildmg socicties were formed
here and there. Some of them borrowed money from Co-operative Cen-
tral Banks and naturally the money was given for short periods.  Others
raised the money required from their members, bought house-sites and
sold them and they were wound up. The question was se-
riously considered by the Madras Government in 1914 and  at
first they were of opinion that municipalitiecs should finance
building societies formed for the purpose of tlown extensions.
In accordance with this decision, the Coimbatore Municipality
was given a loan of Rs. 25000 for financing co-operative building
societies. Later, Government decided that it was not desirable to inter
pose any intermediate authority between the Government and the recipi-
ents of loans for the construction of houses, and with the permission of the
Government of India the Government of Madras decided in 1923 to
finance co-operative building societies by direct loans. Funds are pro-
vided in the annual budget for granting loans to bhuilding societies. After
this scheme was sanctioned, building societies were started all over the
Presidency. The following statement shows the progress made by these
societies : —

—
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Loans out-
standing &
due to Govt.

No. of Socie- Loans issued

Co-operative ties at the during the

year. end of the year. at the end
year. (Finan. year). of the Co-
Rs. operative year.
Rs.
1923-24 47 5,46,274 3,70,935
192425 78 4,03,619 7,836,000
1925-26 94 2.99.224 10,41,915
1926-27 109 3,63.072 13,69,154
1927-28 121 4,52.232 17,02,449
1928-29 140 3.92,598 22,09,000
1929-30 145 5,82,172 24,02,000
1930-31 30 506,116 24,477,000
1931-32 1241 1.30.750 23,09,000
1932-353 116 95,506 19,84,000
1933-54 111 1.24.915 17,45,000
1934-35 120 2,10,000 15,91,000

Government loans are granted 1o socicties which confine ther
membership to the peorer and middle elasses and their operations to
urban arcas. These societies are formed on the individual ownership
system.  There are no socicties in this provinee of the co-partnership
type. The societies have not issued any debentures and they enjoy the
concession granted to other socictics, viz., exemption from stamp-fees and
half-fees payable under the law of Registration. The profits of these
societies are exempt from lability to pay income-tax as in the case of
other socicties.

Government loans are sanctioned to individuals through co-operative

\\building societics for the construction of new dwelling houses only in

town extension of colonization arcas. A person desirous of constructing
a house should join a building society working in the arca in which he
resides. He should invest in the Society as share capital a sum of money
equal to not less than one-fourth the amount of Government loan requir-
ed by him. Members of building societies in Madras City can hold shares
up to Rs. 1,250 while the members in mofussil can take shares up to
Rs. 1,000. In localities where house-sites are costly and where members
have bought such sites from their own resources, such sites are pledged
to the society and an amount not exceeding four-fifths of the site value
is adjusted as share-capital paid into the society and lent for the purchase
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of the site. This sum is included in the bond cxecuted by the member
as part of the loan to be repaid to the socicty in full with interest. The
borrowing power of a member is thus five times his paid-up share capital
while the society’s borrowing power is four times the paid-up share
capital.

A co-operative building socicly requiring a Government loan, applies
to the local Deputy Registrar for the sanction of the amount required.
The Board of Directors of the Socicty serutinises the plans and estimates
prepared by the members and it certifies that the plans and estimates
have been scrutinised and that the amount of loan applied for on behalf of
the members supplemented by their own resources will be sufficient to
complete the construction of houses in accordance with the plans. The
Deputy Registrar submits the applications (o the Registrar with his re-
commendation. If the funds at the disposal of the Registrar permit and
if conditions prescribed by Government for the grant of loans are fulfilled,
the amount applied for is sanctioned.

Before the society is permitted to drosw the loan sanctioned, necessary
bonds should be execcuted and sent to the Deputy Registrar. The members
execute bonds in favour of the socicty and the society executes a bond to
Government. The society exccules also an assignment deed in favour
of Government transferring its right in the mortgages obtained by it from
its borrowers. Where a society finds it convenient to exccute the assign-
ment deed simultancously with its own bond, one single document may
be executed in lieu of two. These bonds are lodged with the Curator of
Records, Madras Record Office, for safe custody.

After the execution of necessary bonds, amounts sanctioned are
drawn by the Deputy Registrars on contingent bills made payable to
societies. Loans are drawn in instalments as the work of construction
progresses. 'This is to ensure that the loan is not misspent.

The bye-laws of building socicties lay down that every member re-
ceiving a loan from the society for the construction of a house shall agree
to an inspection of the house during the progress of construction and a
valuation thereof immediately on completion. In accordance with this,
the Deputy Registrars intimate the officers of the P.W.D., the date when
such work will commence so that they may inspect the foundations and
the building during construction. Subsequently, the buildings are valued
annually by the officers of the Co-operative Department to test the secu-
rity of the Government loan outstanding. In cases of doubt, the houses
are got valued by the Department of Public Works.

The buildings for which a Government loan has been obtained should
be commenced within three months and completed within eighteen
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months, from the date of disbursement of the first instalment of the loan
to the society. The house should not be alienated except to a person who
is a member of the society or to one whom the Board of Directors is will-
ing to admit as a member.

The period of loan does not ordinarily exceed 20 years ; but in special
cases it may extend to 30 years. The amount is repayable with interest
either in equated annual instalments or in equal annual instalments. A
member who has discharged his loan completely may be permitted to
withdraw his share capital provided the share capital of the society after
withdrawal plus the value of the sites and building of the remaining
members according to the calculation made on behalf of the Government
as on 30th June preceding are at least 50 per cent. in excess of the out-
side liabilities of the society on the date of withdrawal.

The present rate at which Government lend to the societies is 5 per
cent. Societies provide for a margin of 1% per cent or 1 per cent. to
meet their working expenses and lend at 5% or 6 per cent. to their
members.

The building societies movement, has been generally successful in
this province. The number of houses constructed during the past few
years is given below :-—

Under construc-

Year. Houses completed. )
tion
1924-25 337 o2
1925-26 470 249
1926-27 £31 265
1927-28 881 350
1928-29 1164 361
1929-30 1398 223
1930-31 1402 163
1931-32 1503 86
1932-33 1531 71
1933-34 1573 48

At present the municipalities do not help co-operative societies in
the formation of roads, drains, providing lighting arrangements, etc. If
this help is given, there is no doubt that the growth of building societies
will be greatly accelerated.



BETTER LIVING SOCIETIES

By

MRr. Syep GHULAM Sarwar SHan, B.A. (Hons.),
Inspector of Co-operative Societies, Mianwali (Punjab).

Better living implies better food, better clothing and better housing.
If analysed, all the multifarious cconomic activities end o centre at
better living.

Better living entails sacrifices.  One has to practice thrift, and thrift
means the elimination of unnecessary expenditure, and the increase of
production, both of which factors involve sacrifice. Further, one has to
defy to some extent public opinion, if one i« to lead a better life and this
again is a sacrifice, especially in custom-ridden India. In short, sacrifice
is the key to better living ; but the difficulty is how to inculcate it among
the masses. Would propaganda alone do ? No, not with the Indian cul-
tivator who is superstitious, isolated and illiterate.  Would law serve
the purpose ? The reply is again in the negative. History of even the
advanced countrices like Europe shows that economic ills are never cured
by legislation. The only remedy to arrest the cvil lies in organization.
What sort of organization is needed is another question and the most
important to solve. In India or the Punjab, with which the writer has
to deal for the population consisting of the people of diverse characteris-
tics, customs, religions, sects and castes, an organization decentralized in
form suits most,. Socialism, communism and the like embracing cosmo-
politan views cannot be tried with impunity.

Decentralized organization can best be found in the Co-operative
Better Living Societies. A group of individuals, drawn from the same
caste, tribe or village, as the case may be, bind themselves to observe
the rules passed by themselves in a general meeting and execute an
agreement to the effect that any one of them who infringes rules thus
made will be liable to a fine not exceeding the sum fixed for the purpose,
ordinarily Rs. 100 in the Punjab. The power of imposing fine is given
to the Executive Committee elected by the members from amongst them-
selves. This is, in brief, the working of the Better Living Society, simple
in form and purely democratic, but very difficult to run in practice. The
rules are framed in accordance with the local needs and all ills, not poli-
tical, can be dealt with.

Better Living Societies are the best means to carry out the pro-
gramme of rural reconstructon, for the success of which the Government
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is so keen. A villager, conservative as he is, is not expected to do any-
thing, of whatever advantage it may be without compulsion in one form
or other ; and Better Living Societics entail compulsion without its dis-
advantages, being self-imposed. The preliminary success of the Rural
Reconstruction programme lies in the fact that its real essence should be
assimilated by the people and realised to be profitable to them. It is after
this that they could give it a practical shape in the real sense. An Indian
cultivator is superstitious by naturc and, therefore takes any benefi-
cient move on the part of the Government as being solely in its interest.
Intensive education in the particular branches of the rural uplift
schemes, apart from general education, is the dire need of the situation.

Better Living Societies fully serve this end and are further a test as
to how far the rural reconstruction programme is being acted upon as
such and not as the result of the pressure from the Landlords, Zaildars,
lambardars and other village officials. One who enters the fold of a
Better Living Society, purporting to carry on the so-called Dehat Sudhar
work, does so after fully realising the benefits; otherwise there is
nothing obligatory on him o undertake the self-imposed compulsion.
Compulsion in co-operation is a contradiction in terms. Anybody may
join a co-operative society at any time, if qualified under the bye-laws,
and may cease to be a member at his own instance. Again, Better
Living Societies have a lasting existence and the further advantage of
supervision by the co-operative stafl.

Safeguards : —No such society should be started at a place where
there exist party feelings. If, however, the ground can be prepared, dif-
ferent societies may be started among different parties. But on no ac-
count the different societies may be started in a village on the basis of
differences in religion, the important reason, apart from others, being
that a co-operative society has to deal with economic and moral interests
and not religious. Caste-wise or tribal societies are more desirable, since
members of the same caste or tribe have the common custom and usages
to mend which is a simple task for the societies. On the other hand, if
persons of heterogeneous castes having different customs, ceremonial or
others, are brought on the same arena, the societies will have to traverse
a long distance before bringing the members to co-operate with one
another. There is a natural affectional tie among the persons of the same
caste, which is an essential ingredient of co-operation and augury to the
success of a co-operative society.

Secondly, if societies are to be real and not sham organizations these
should never be started as a result of pressure from outside, e.g., land-
lords’ pressure on their tenants and Government officials’ pressure on

those with whom they come in contact within the course of the perform-
16
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ance of their public duties. These should come into existence as 2 con-
sequence of the voluntary and real desire on the part of those whom they
are intended to benefit.

Thirdly, managing committees should be ecfficient, keen an
from bias. Many a socicty has gone to dogs simply and solcly due to the
selfish motives of the committee members, who misused their powers by
inflicting fines on those who were not guilty of breach of the rules. Th.e
members should be clearly and emphatically told that the committec 15
elected by themselves, that their own general meeting is the competent
authority to replace any member of the committee if he is not found
worthy of the job. In fact Better Living Societies should be started at
those places only where it is certain to get a set of honest persons to fuTw-
tion as a Managing Committce. This necessitates a close and intensive
study of the village before the scheme is embarked on.

d free

e to the

Lastly, simple rules, easy to observe and not much avers Y
ac

prevailing public opinion, should be framed at the first instance ine .
new society. Rome was not buili in a day. Slowly and surely, with
the progress of the society, all the diffcrent and difficult problems can be
enforced. As the years roll on, co-operative spirit of the members goes
on ripening till a time is reached when the members are responsive to all
uplift schemes, and to eradicate the evils which still persist, they are them-
selves found doing all that is possible. The socicty runs then at its own
momentum. If, on the other hand, all the problems of rural reconstruc-
tion are tackled at one time, not a single one would receive the duc atten-
tion, and the infringement of the rules would be common. If the fines
are imposed likewise, the members would lose heart; and if the common
breach of the rules is overlooked the society will not worth the name.
Fines should be imposed very cautiously, rarcly and judiciously ; but
when imposed they must be recovered with rigidity, to have a whole-
some effect on the members in general. Herein lies the secret of suc-
cess of the societies.

In the Punjab, Better Living Societies numbered 590 with 20,909
members on 31st July, 1935. These are found in every nook of the pro-
vince. Recently, special attention is being devoted to this form by the
Registrar. Special staff, consisting of 4 Inspectors and 14 Sub-Inspectors
has been appointed exclusively for the organization and supervision of
Better Living Societies and it is intended to increase the staff further.

The reformation of the ceremonial customs is the common rule in
all the Better Living Societies of the Punjab. Of late Hygiene and Sani-
tation rules have also been introduced in almost all of them. The rest
of the Rural Reconstruction programme is worked out by the societies to
such an extent as is practicable in different localities and according to
the character and spirit of the people.

REVIEWS

Ty Co0-OPERATIVE MovEMENT IN PoLAnD : Published by the Co-opera-
e Research Institute, Warsaw, 1936,

tiv
This small pamphlet of 40 pages opens with a general description of
PQI ﬁd which occupies an arca of 3,88,600 sq. km. having a population of
a 3

3 millions. 63.8 per cent of the people depend upon agriculture.

Then follows a historical outline of the co-operative movement in
the country- The present position is given in th'e. following words : —
< The e conomic and particularly. the a.gr%cultural crisis has deeply aﬂe.cted

olish co-operation. The credit societies anfl the soc}eties for agricul-
tul‘al commerce suffered most. If we take into consideration that the
index of prices of agricultural products fell to 35.5 (1928-100) gnd t.he
index of commodities purc}}ased by the farmers .fc.ell only to §8.4, it is 'qulte
Qlear that credits granted in cash and commodities at the tlmg of higher
Brias of agricultural products could not be duly paid off during such a
isaetrous fall in prices. In conscquence a great.many second-rate com-
Qrs'al and agricultural societies went into liquidation notwithstanding

e o d given to them by the Government in the form of long-term relief
Qrede.lzs The activity also of credit co-operative societies was consider-
ablylhf;m,pered- Comparatively the .1east loss was sustained by the con-
Sum g rs’ societies, because thfe principle of sale for cash was as a rule
adh: red 10, with few exceptions and the relation of their own capital
O foreign capital was most fayoura}:;le. The breakdown of a part of
Agrjylitural societies in connection with _Grovernment efforts to overcome
e . cultural crisis entailed a change in co-operative legislation secur-
i agrt Government greater interference with the business and

In the
Ini'l t;ement of co-operative societies.”
a
;s further stated that Government takes a favourable attitude

tQWa s the movement in which it sees the best means of raising the
r

Welg,re of @ POPU

he total number of societies in Poland is 22,734 and are divided in

lation and specially of the farmers.

T
the g jjowing ErOUPS i —

» Societies . - - ... 3691
Qor’lsgmer:nd Housing Societies ... ... ... 1,080
BUIIdnllgHelp Societies .25
Mutual Credit Societies (Schultze of Delitsch) ... 1743
Qen-era]tural Credit Societies (Raiffeisen) ... ... 4961
Agricu ces’ Credit Societies ees et ... 312
]gnilroycred“ Siocieties .13

th jtural Purchase and Sales Societies ... ... 4505

Agricu
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Agricultural Special Societies cen .. 262
Co-operative Dairies RN AN . ... 2188
Agricultural Industrial Societies .. e .o 149
Agricultural Miscellaneous Auxiliary Societies .. L2217
Artisans’ Societies N . e .. 242
Workmen Productive Societies .. . o . 250
Labour Societics . . ... . 180
Societies of Enterprisers (employers) organised on the lines of Co-
operative Societies R N .. e 915

The Consumers’ Co-operative Movement is the best consolidated
branch of Co-operation in Poland and is described in some detail in the
booklet under review. The Agricultural Co-operation, the Building and
Housing Co-operation, School Co-operative Socictics, Institute for Co-
cperative Research, the Trade Union of Co-operative Employces are also
discussed in the book. The conclusion states that “ The great variety in
the Co-operative Movement in Poland caused by the diversity in the
economic and social structure of the country has not formed an obstacle
to the mutual collaboration of various kinds of Co-operative Societies,
all of which have aims to raise the material and moral level of the popu-
lation.”

It is a nice little book and gives a lot of information about the Co-
operative Movement in Poland in an attractive manner. It can be had
gratis in English, French or German from Co-operative Research Insti-
tute, Warsaw, Poland.

BASHIR.

“ SpoLEM ” UNTON OF CONSUMERS SOCIETIFS OF THE PoLISH REPUBLIC :
By B. Przegalinski, Warsaw, 1936.

This is an illustrated pamphlet and describes in detail the working
of the Union of Polish Consumers’ Societies. We learn from it that Romu-
ald Mielczarski and Stanislaw Wojciechowski were the pioneers of Co-
operation in Poland. Their photos are published in the book. The two
maps printed on page 7 show vividly the Consumers’ Co-operative Socie-
ties in Poland in 1911 and 1935.

“ Spolem,” the Union of Consumers’ Co-operatives in Poland fulfils
the offices of a general centralizing organization, the controlling books
and the wholesale dealing.

The following societies belonged to it at the end of 1935 : —

996 consumers’ co-operatives.

46 co-operatives satisfying other common needs.
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13 production co-operatives of workers.
4 labour co-operatives.

6 district unions.

1 co-operative bank “ Spolem.”

The 996 consumers’ co-operatives constitute the most important group,
counting 268,762 members and possessing 2,103 shops at the end of 1935.

They employed 4,904 perscns and their yearly turnover amounted to
107,760,000 zlotys.

The share-capital was 4,719,288 zlotys and the reserve fund
11,303,537 zlotys. The value of the immovables which they possessed
was 8,180,582 zlotys. The producing department of this co-operative in-
cluded 87 bakeries, 64 sausage manufactories and 58 various other estab-
lishments. 138 co-operatives conducted savings banks, which possessed
savings to the amount of 3,078,638 zlotys by the end of 1935.

To get a clear idea of the union “ Spcelem ” it may be mentioned that
its activities include the couniryside as well as the towns as is seen from
the composition of the members amongst whom were 95,442 working men,

100,482 farm labourers, 40,206 clerks and 32,632 belonging to different
professions.

The controlling and educative work of “ Spolem” is an important
section.

The social-educative work includes instruction and publication acti-
vity. In 1935, 95 courses were organised, attended by 3,216 persons. Of
these 4 general courses, 17 courses for teachers, 10 for young people,
61 for managers and employecs of the co-operatives and 3 varied courses.

Moreover 15 conferences were summoned in educative matters attended
by 375 persons.

BASHIR.

“ A SHORT REVIEW ON THE WORKING OF PUNJAB MORTGAGE BANKS WITH
SPECIAL REGARD TO THE GUJRANWALA Co0-OPERATIVE MoORTGAGE BANK,
Ltp.: By Chowdri Mohd. Bashir Ali, Manager, Co-operative Mort-
gage Bank, Gujranwala.

This book contains 50 pages divided into three chapters. The general
working of the mortgage banks in the Punjab with suggestions for their
improvement is described in the first chapter. The second chapter con-
tains a brief account of the Gujranwala Co-operative Mortgage Bank and
its procedure of advancing loans. Its annual report for 1935 and the
rules of business are detailed in the third chapter.
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The suggestions of the author for improving these banks are interest-
ing and novel in some respects. One may not agree with all the sugges-
tions but surely some of them are worth serious consideration.

The question of providing long-term credit to the agriculturists on
suitable terms is engaging the attention of the Governments of the vari-
ous Provinces and States in India and for this purpose attempts are being
made to develop mortgage banks on co-cperative basis. The pamphlet
under review is a valuable addition to the scanty literaturc on the sub-
ject. It should be carefully studied by all those who are interested in
the amelioration of the masses. It is hoped that the defects which are
apparent, will be removed in the second edition. The pamphlet can be

had from the author.
BASHIR.

CO-OPERATIVE SOCIETIES AT WORK IN INDIA

CENTRAL PROVINCES AND BERAR

Extracts from the Report of the Registrar of Co-operative Societies,
Mr. G. S. Bhalja, 1.C.S., for the year ending 30th June, 1935

FINANCIAL BALANCE-SHEET OF THE CO-OPERATIVE MOVEMENT AS A
WHOLE.

The financial position of the central banks of the provinces and the Provincial
Bank taken as a whole on the 30th June, 1935, is depicted in the following rough
balance-sheet : —

Serial No. Liabilitics Amount  Scrial No. Assets. Amount.
Rs. Rs.
1. (a) Fixed deposits .. 1,3884,062 1. Cash in hand and in
(b) Savings deposits ..  31,94,967 banks outside the move-
(c) Current deposits .. 5,25,200 ment. .. 3,58,619
2. Providlent fund of 2. Surplus in Government ,
employees. . 2,63,882 securities.
3. Loans due to banks 3. Fluid resource in Gm./.t. 2T
outside the move- securities. .. 2429568
ment. .. 1,12,574 4. Reserve fund in Govt.
—_——— securities.
Total liabilities to outside 5. Demanl;l?:ans on Sectjl;‘ity esssl
creditors .. 1,79,80,685 of deposits and Govt.
4. Paid-up share Paper. .. 60,189
capital. .. 2226338 6. Decposits in approved banks ,

outside the move-
ment. .. 7,35,981

A-Total liquid assets. .. 1,01,95,404

7. Buildings and stock. .. 6,37,982
8. Landed property. .. 1933519
B-Total fixed assets .. 2571501
Total liquid and fixed
assets (A and B) .. 1,27,66,905
9. Good debts outstanding
against societies. .. 88,225,698
Grand total of liabi- Grand Total of

lities. .. 202,07,023 assets. .. 21592603

The outside liabilities amount to Rs. 1,79,80,685 against which the movement pos-
sesses assets estimated at Rs. 2,15,92,603. The total assets comprise Rs. 10195404
or 46.7 per cent. in cash and liquid assets and Rs. 25,71,501 or 12 per cent. ,in,ot,her
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fixed assets. For the liquidation of the cutside liabilities therefore, only an amount
of Rs. 52,13,780 or 59 per ccnt. of good debts outstanding against societies would
suffice, while the proportion of the outside linbilities the repayment of which would
depend on recoveries of good debts is only 29 per cont. Of  the good debts
Rs. 69,93,892 (Rs. $8,25,698) are securcd by first mortgages on lands of members.
In Berar banks hold first mortgages on 63,017 acres of land. The Berar banks also
own 32,707 acres of land acquired for the total auction value of Rs. 19,05,540, an
average of Rs. 58 per acre. It would appear therefore that despite a succession of
adverse years the intrinsic financial position of the movement continues still to be
sound.

GENERAL POSITION

With another unfavourable year added to the long series of ycars of poor
harvest and low prices of agricultural commodities, only a miracle could have
brought about substantial improvement in the co-operative movement in the pro-
vince. It is, however, fortunate that the movement is holding its own and there is
no further set back. The balance-sheet of the Central Banks and the Provincial
Bank as a whole shows that their financial position is still not unsound.  As regards
primary credit societics, slight improveinent is noticeable. Both cash recoveries
and fresh financing have slightly improved and the total indebtedness of members
of societies has gone down.

The main problem before the Central Banks continues to be the recovery of
their heavy overdues. Most of them have now realised the importance of liquifying
their frozen assets and arc not avoiding coercive action, where nceessary, The
Berar banks had to acquire, much against their will, more land for want of bigders
at auctions. The area of land held by socicties and banks in Berar increased {0
32,707 (31,349). The acquisition of large arcas of land has not only made the co-
operative movement unpopular, but their management has proved a formidable
task to the banks themselves. The cultivation by banks and socicties has proved
unprofitable. It has not been possible to find lessees for all the plots, and where
they have been found, they have not paid the full lease moncy. In the meanwhile
the banks as occupants continue to be liable for the land revenue. In view of theg~
difficulties, the department has been constantly advising the banks to sell the lan
as quickly as possible provided fair prices are obtained. Some banks have be
able to find purchasers for a few plots here and there but the demand for land has
not yet revived appreciably.

The measures for reducing the growing overdues and bad and doubtful debts
of members were continued. The bad debts enquiry was ncarly completed in Berar
and orders were passed in suitable cases for writing off the bad debts from the
reserve funds of societies on certain conditions. Government has recently passed
orders waiving surety liability in dctermining bad debts of members during the
currency of the present scheme. The temporary orders for reducing the margin
between the lending and borrowing rates and for the utilization of interest earned
on the reserve funds of societies were extended for another year. The department
has been wholeheartedly co-operating with the debt conciliation boards and co-
operative societies and Central Banks have been doing all that is possible, consist.
ently with financial stability, to facilitate the conciliation of co-operative debts.

A few banks found themselves in difficulties in meeting the calls of depositors.

The financial crisis which threatened them was averted only by the timeb.I and
helpful intervention of the Provincal Bank. In order to safeguard its own inter-
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ests, the Provincial Bank rightly insisted on a certain measure of control by requir-
ing the banks concerned to appoint as manager a person selected by it—usually a
Government officer. I am glad to say, that this condition was accepted without
demur by the shareholders of the banks concerned. This novel and interesting
experiment has already put one bank on its feet again and I have every hope that
it will be equally successful in the other banks provided those associated with their
management co-operate whole-heartedly with the Provincial Bank and the Depart.-
ment. It must, however, be recognised that the experiment cannot be extended
indefinitely. The authorities of the banks must always be on the lookout for signs
of nervousness among their depositors and must take timely steps to consolidate
their position and raise the necessary cash.

Every attempt is being made to put the movement on its feet again and the
defects brought to notice from time to time are being remedied. New societies are
formed only of honest and solvent agriculturists who are reported to have under-
stood the main principles of co-operation. Fresh financing is confined to short-term
loans for agricultural purposes only. In order to prevent over-financing which led
in the past to the concentration of large loans in a few individuals, a rule has been
recently framed by Government which lays down that no member of a primary
credit society shall, at any time, be granted a loan exceeding Rs. 250 in the Central
Provinces and Rs. 500 in Berar. In order to ensure proper supervision and control
over the societies and the field staff, we have introduced the group system and
established central boards in each institute area. The extensive campaign for the
education and training of members which is to be undertaken shortly, will, it is
hoped, help materially in resuscitating the co-operative movement in the province.

THE LAND MORTGAGE BANKS.

Ten Land Mortgage Banks have now been established—6 in the Central Pro-
vinces and 4 in Berar—and Government has guaranteed the principal of the deben-
tures up to a limit of Rs. 50 lakhs and also the interest on them. The progress of
the banks is extremely slow. There is no dearth of applications for loans. The
difficulty is to attract the right type of men to the banks. In the words of Iiis
Excellency the Governor “there is a certain class of debtor who will swim in
shoals after the bait of loan at 7 per cent., but unfortunately he is not the class
which a bank dealing with Government capital wishes to attract.” The great majo-
rity of applicants for loans are overindebted. Their assets and annual income are
not such as would leave them enough surplus for paying the annual instalments of
the loans they require. Again, their antecedents and previous conduct do not war-
rant the hope that they can be trusted to live according to a budget prescribed for
them and thus effect a saving from which they could pay the annual instalment.
Those whose assets and income are adequate and who can be trusted to discharge
their liabilities in a reasonable period generally obtain accommodation from the
srdinary Sahukars. They prefer the Sahukar as they do not want to go through
the rather inquisitorial inquiries into their antecedents which the procedure of
Land Mortgage Banks involves. As the banks become more widely known it is
hoped that a certain percentage of this class will avail themselves of the new
redit facilities.

In order to put the provisions governing the working of Land Mortgage Banks
on a Statutory basis, the Central Provinces Land Mortgage Banks’ Bill which has
been framed on the model of the Madras Land Mortgage Banks Act has been intro-

juced in the Legislative Council. It will also remove the legal difficulties which
17
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have been brought to notice in dealing with applications in which minors and col-
laterals are involved.

THE INSTITUTES

The province continues to be divided into five institutes and all the banks except
Balaghat and Wardha have been affiliated to them. The supervision and education
committee appointed by the Wardha bank continues to be ineffective and inactive
and it is not an unfair surmise that the unsatisfactory condition of socicties affiliat-
ed to this bank is largely due to absence of proper arrangements for supervision
and education.

The fissiparous tendencies mentioned in the last year’s report unfortunately
continued and the Narsinghpur Central Bank has severed its connection with the
Northern Institute. The Hoshangabad and Piparia Banks also gave notices of seces-
sion to Nerbudda Division Institute. As pointed out last year, such threats of with-
drawal impair the efficiency and usefulness of the institutes. Several Central Banks
also have been cavilling at the contributions that have to be paid to the institutes
and the Berar Co-operative Institute had to obtain awards against some societies.
Further, some banks resent the disciplinary action taken by the institutes against
the field staff. All this is very much to be deplored. The important task of educa-
tion and supervision of societies has to be undertaken by the institutes as the
duties of financing and education cannot be properly discharged by the Central
Banks. Everything thus points to the necessity of making affiliation to institutes
compulsory, as was recommended by the Federation Sub-Committce of 1933, so
that the institutes may not be hampered in their beneficient activities by the con-
stant threats of disaffiliation.

Apart from the want of loyalty of the Government banks, another great diffi-
culty in the way of institutes is the paucity of funds. Government made a total
grant of Rs. 24,000 during the year against Rs. 38,000 in 1930-31.

NON-AGRICULTURAL CREDIT SOCIETIES

Most of these societies are clerks’ societies. There is a tendency in many of
them to grant the so-called “ emergent” loans too freely for payment of the month-
ly instalments. In some societies loans were granted without due discrimination,
The societies are being pressed to avoid these mistakes in the future.

The restaurant business started by the clerks’ society at Khandwas has proved
very successful and has brought in handsome returns, The society has now con-
structed a fine building of its own.

CONCLUSION.

The set-back that the movement has received on account of over-financing
and laxity of control in the past and the continued economic depression does not,
however, justify the spirit of defeatism in evidence in some quarters. It has been
demonstrated that the movement has been successful in some parts of the province.
It has partially failed because it has misunderstood, misapplied and abused and
overtaken by the economic blizzard. It is, however, still capable of being harnessed
to the good of the agriculturists who stands in need of credit for agricultural opera-
tions. Complaints have been frequently heard that the effect of debt relief legisla-
tion like the Debt Conciliation Act must be contraction of credit in rural areas. In
future, therefore, co-operative societies would be needed more than in the past
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to meet the needs of the agriculturist. Further, it is not enough to provide the
agriculturist with cheap credit. Cheap credit is a double-edged weapon which, if
uncontrolled, brings ruin to its recipients. It is, therefore, nccessary that not 0;’11)’
should the cultivator be provided with cheap credit but with controlled credit, and
the requisite control can only be supplied by a properly run co-operative so;:iety.
The need of the movement is not to pull down the edifice which has been built at
considerable sacrifice and labour of a generation of co-operators, both official anti
non-official, but to improve it where necessary and to make it a more efficient
agency of rural credit.

BOMBAY

Extracts from the Report of the Registrar cf Co-operative Societies,
Mr. K. L. Panjabi, 1.C.S., for the year ending 30th June, 1935.
THE GENERAL PROGRESS OF THE MOVEMENT

The sub-joined table shows the gereral progress of the movement in the whole
Presidency : —

Number of Societies. Number of Members.
Types of Societies.
1933-34 1934-35 1933-34 . 1934-35
1 2 3 4 5
Central Banks .. 20 16 15,318 15,814
Agricultural Societies .. 4,755 4,730 3,09,801 3,00,699
Non Agricultural So-
cieties . 920 906 2,175,914 3,13,880
Total .- 5,695 5,652 6,01,033 6,30,393
Unions . 118 116
Insurance Societies .. 3 2 1,934 2,046
Total .. 121 118 1,934 2,046
Grand Total - 5,816 5,770 6,02,967 6,32,439
Working Capital. Reserve Fund.
ypes of Societies.
1933-34 1934-35 1933-34 1934-35
1 6 7 8 9
Rs. Rs. Rs. Rs.
sentral Banks T 5,83,92,614 5,97,14,871 21,57,376 29,38,165
agricultural Societies .. 4,11,53,653 4,04,44,395 76,92,337 83,51,038
Von Agricultural So- o o
cieties . 6,21,28,862 6,80,42,195 47,48,7132 61,65,983

Total .. 16,16,75,129 16,82,01,461 1,45,98,445 1,74,55,186
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The increase in the number of members, the working capital and the reserve fund
of all the societies, in spite of reduction in the number of agricultural socicties, in-
dicates the results of the policy of rectification and consolidation pursued by the

Department.

AGRICULTURAL CREDIT SOCIETIES

During the year, 65 agricultural credit societics were liquidated and 28 werc
registered. The total number of societies has been reduced to 4,465. There is now
a very keen demand for registration of credit societies in the rural arcas. The policy
of consolidation and rectification has led to growth of popularity of the socicties. The
general standard of management of these societics has bcen improved. The past
abuses are being rectified and loans are advanced with grcater care and caution.
Undesirable members are being weeded out and confidence has been revived by
prompt finance for productive purpose.

The membership shows a decrease as a result of weeding out of undesirable
members, and the decrease in the working capital is due to the liquidation of several
societies. The increase in the reserve fund is an index of the general condition of
these societies. The members’ deposits have decreased by about Rs. 10 lakhs, but
this is partly due to the conversion of the deposit-system societics to the share-
capital societies, and partly to the withdrawal by the members of their accumulated
resources in order to meet their personal requirements.

While the amount due for collection in 1934-35 was only Rs. 5 lakhs more than
that in 1933-34, the recoveries this year exceeded those of last year by about Rs. 28
lakhs. The fresh finance given by societies also represents similar increase. The over-
dues show a decrease of only Rs. 214 lakhs, but this is due entirely to the unsatisfac~
tory mode of extending the period of repayment of loans adopted by the societies. As
pointed out last year the practice followed by these socicties is haphazard and not
always related to the repaying capacity of the borrowers. The agricultural season
this year was poorer than last year and, in addition, there was extensive damage
done by frosty weather in January and February of this year. In spite of that, it
will be seen that the amount under extension this year is Rs. 21 lakhs below that of
last year. The societies under their bye-laws have not a frce hand in this respect.
In certain cases the extension of the date of repayment requires the approval of
the Central Bank, and, as pointed out last year, several Central Banks have the habit
of sitting on the fence rather than taking any decision in this respect. They are
naturally afraid that any premature decision in this respect may prejudice the re-
coveries and in several cases I personally saw that even at the end of the year the
Central Bank had not come to any decision with regard to the proposal of the
society to extend the period of repayment. With an extended use of the demand and
recovery statements, as introduced by me, I feel that in the future we shall get a
clearer picture of the movement in this respect.

Cash recoveries are a better index of the liquid position of the societies than the
customary figure of overdues. This year, the cash recoveries of societies are about
30 per cent. as compared with 21 per cent. last year. The fresh finance has also in-

creased from Rs. 55 lakhs to Rs. 84 lakhs,and this is a very welcome feature of the

movement at present.
Out of 4,485 societies 602 socisties had no arrears, 350 had arrears up to 10 per
cent., 748 had arrears from 26 to 50 per cent., and the rest had arrears over 50 per

cent.
The policy of rectification and consolidation of societies is being pursued by the

Department. The supervision of the Department and the Supervising Unions and
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the ins:pection of the Central Banks are more strict, with the result that several abuse.
are being scrutinised in relation to the assets and the repaying capacity of the borf
rowers, and pressure is being put for recovery of frozen or insecure loans. With the
co-operation of the Central Banks, fresh finance according to the repayix.lg ca aci‘t

of the borrower is given promptly and loans are now given on easier instalmenf:ts ;fo{
the purchase of bullocks, costly implements and other small agricultural improve-
ments. The concession scheme introduced experimentally in some districfs last
year has been extended to almost all the districts in the Presidency proper this
year. Under this scheme, a society can reduce its lending rate of interest provided
it collects the overdue and current interest from almost all the members a,nd a cer‘—
tain specified percentage of the principal outstanding. The reduction in the lending
rate is graduated in a manner that all the profit earned by the society during the
year is absorbed. The broad fact is that the rate of interest is reduced without
iavolving the society in any loss during that year, but the condition that the inter-
est must be recovered {rom at least 80 per cent. of the members, has helped to a great
extent to revive the co-operative character of these societies. The members
exercised mutual pressure for repayment of overdue and current interest, so that
all the members may be eligible for the reduced rate of interest. The bond ’between
the members which was getting loosened has again become closer, and several
instances have been quoted wherein members of societies went round from door to
door, urging repayment of dues of societies, so that all the members of the society
may be eligible for the reduced rafe of interest. The collection of the overdue
interest has also put fresh hope and vigour in the societies, and the low rate of
interest, which in some cases was as low as 4 per cent., has definitely established
co-operative societies, in those districts where the scheme has been worked with
success, as the most popular institutions in the rural areas.

The agriculturists saved 1-7 lakhs in interest charges by the reduction in the
lending rate of interest. In the Canal areas, the weakest spot in the Division, the
concessions were made more liberal. The Provincial Bank lowered its lending‘rate
to 4 per cent. and below under certain conditions. The societies in return reduced
their lending rate to a maximum of 6 per cent. and have earned Rs. 40,000 as rebate
from the Bank. There were 64 societies with 2,169 debtors, out of whom 1,104 bor-
rowers availed of the concessions. ,

The Special Recovery Officers have been continued throughout the year. They
have recovered Rs. 26,37,327 and had actually to sell the land only in respect of
Rs. 1213,654. They have greatly contributed to disperse an erroneous impression
held by members of societies that a society would not be able to recover mone
from them. Y

I think there is enough evidence to show that the rural credit movement in the
Presidency proper has not only been revived but awakened to a sense of its import-
ance. The depression in spirits which hung heavily over the movement when the
economic depression first started, has been slowly giving way to considerable enthu-
siasm among all the ranks of the movement, and there is a determination among the
members of rural societies to get the best out of the co-operative movement. The
movement, as has been expressed, after the period of ¢ dry-docking for repairs; ” has
now been rendered “sea-worthy”, and unfortunately, the only obstacle in furth
development of the rural credit movement is the lack of adequate staff. .

SOCIETIES FOR DEPRESSED CLASSES AND ABORIGINAL TRIBES

" "j:‘,l;:;? is a s.at;;sfactory incr.ease in the number of societies, their members and
e ing capital of these societies. However, such societies reserved for members
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of backward communities find considerable trouble in making headway. Trained
workers are not available and the sccurity for the loans is too inadequate. I person-
ally feel that for agricultural members of these communities the village society is a
much better agency for credit. Contact with members of other communities has
educative value, and as I have stated already, members of these communities find
ready admission in the ordinary village societies.

LAND MORTGAGE BANKS

Government sanctioned the registration of ten Primary Land Mortgage Banks
with an apex Bank at Bombay. The selection has been restricted to places which
are not liable to scarcity and famine and wherein the co-operative movement has
made appreciable progress. At the last budget session of the Legislative Council,
a resolution was also passed, approving of the proposal to guarantee the principal
and interest on the debentures to be floated by the Provincial Land Mortgage Bank
to the extent of Rs. 50 lakhs. At the time of writing this report the Provincial Land
Mortgage Bank has just come into existence and it is expected that the Primary
banks will now set to work in right earnest.

The Land Mortgage Banks herald the dawn of a new era for the agriculturists
in this Province. It is gratifying to note that the scheme has been well received both
by the public and the press. The banks, however, require careful and business-like
management and with a view to secure this, certain safeguards have been adopted.
The bye-laws provide for the nomination of the Board of Dircctors by the Registrar
for the first three years. They also provide for the sanction of the Registrar for all
loans from the Provincial to Primary Banks and from Primary Banks to individuals
in the initial stages. The Land Valuation Officers are also lent-hands from the
Department. With a view to cnable the Banks to meet a part of the cost on account
of the employment of these officers, Government have agreed to give a cash subsidy
of Rs. 5,000 per annum to be distributed equally between the Banks.

AGRICULTURAL NON-CREDIT SOCIETIES.

General. The agricultural non-credit institutions are a vital link in the chain of
rural economy, but as stated in the previous reports, it is hardly possible to push on
these activities, on anything like a large scale with the limited staff at the disposal
of this department. At present the sale societics are the most outstanding feature
of this type of co-operative activity though the increase in the number of co-operative
protection and fencing societies is also a very hopeful sign. A scheme for the orga-
nisation of sugar-cane growers on a co-operative basis is also under contemplation
in this Province and as the Government of India propose to subsidise it by means of
a subvention from the sugar excise, it will not be long before it is launched.

Cotton sale societies continue to make steady progress. During the year under
report 2 more societies were registered—one in Broach District and the other in Surat
while four societies in Surat District which were in a moribund condition had to be
wound up. The total number of societies was 26 as against 28 at the close of the
previous year.

In the Southern Division, the Hubli Cotton Sale Society continued to do good
business under the able guidance of Rao Bahadur C. S. Shirahatti. In spite of low
yields, this society has been able to sell 28,137 dokras, out of which 7,828 were sold
by auction and the remaining by private treaty. This business alone resulted in a
net profit of over Rs. 16,000 to the society. The Gadag Cotton Sale Society has also
beer‘l maintaining very good record, having earned a commission of nearly Rs. 24,000
during the year under report. The Bijapur Cotton Sale Society has not been able to
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show much progress, but the Bailhongal Cetton Sale Society has now tided over the
difficulties caused by the boycott and is now definitely on the upward grade and
during the year under report it sold 8,000 maunds of cotton valued at Rs. 64,286 and
grains valued at Rs. 36,000 through its depot at Belgaum and realised in all a com-
mission of over Rs. 2,500.

In Gujarat, the Cotton Salc Societies are increasing in popularity, as they secure
better prices and lower ginning and pressing charges. Unfortunately for the socie-
ties, the crops were badly damaged by the frost in January, which not only affected
the quality of cotton but diminished the yield. However, favourable conditions of
the market compensated the cotton growers, as the average price per bhar of cotton
realised was Rs. 125 to 142 as against Rs. 101 to Rs. 107 of the previous year. The
Hansot Group and the Purshottam Group Ginning Societies are proving a great boon
to the cotton growers as practically all the cotton brought in for sale to the societies
is ginned at the factories installed by these societics. The former has realised a profit
of Rs. 2,500 while the latter has earned commission to the extent of Rs. 6,000. The
Farmers Co-operative Pressing Factory at Surat has also done remarkably well

* during the short period of its existence. It has invested nearly Rs. 85226 in its

machinery and during the cotton season it undertook ginning of nearly 32,000 maunds
of cotton and pressed about 8,000 bales. In Khandesh, the Pachora Cotton Sale
Society sold 11,593 maunds of cotton valued at Rs. 96567 and made a net profit of
Rs. 396 as against Rs. 472 of the previous year.

Although the sale societies are playing an important part in rural economics,
their further progress is considerably hampered by various difficulties. For example,
there are at present no proper facilities for grading and pooling, and up-to-date
information as regards marketing conditions is not always available. I am consider-
ing the question whether a Wholesale Society should not be registered, which would
serve as a clearing house of information and work as a Federation of the sale socie-
ties by co-ordinating their activities and giving them adequate facilities in marketing.

Purchase and Sale Unions. The Nira Canal Purchase and Sale Society is being
well managed. It has a large amount of owned capital and it sarned a commission
of Rs. 5,633 and a profit of Rs. 4,709. Apart from the sale of members’ produce, it
undertakes supply of oil cake and chemical manures to the agriculturists. The
Saswad Mali Purchase and Sale Society is managed by members of the Mali Com-
munity who have very progressive outlook, and are also businesslike. The Warna
Valley Sale Union has not been able to exercise proper control over its four branches
at different centres, with the result that it is working at a loss. In Nasik Division
the financial position of the Malegaon Vibhag Purchase and Sale Union is not satis-
factory owing to litigation with non-members. The West Khandesh Purchase and
Sale Union which was in a bad condition has been revived and during the year under
report it sold members’ produce valued at over Rs. 4 lakhs and earned a commission
of nearly Rs. 5,000.

Two Fruit Sale Societies were registered during the year under report—one at
Rahuri in Nagar District and the other in Gujarat, known as the Southern Gujarat
Fruit and Vegetable Growers' Association. The problem of co-operative sale of
perishable articles bristles with difficulties which are not experienced with regard
to the sale of ordinary agricultural produce. With a cautious and businesslike
management these societies, however, bid fair to be a success ; the Gujarat Associa-
tion has actually made a profit of Rs. 423 during the short period of its existence.

Crop Protectiotz Societies. Crop protection activities are concentrated mostly in
Khandesh and during the year under report six more societies were registered, the
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total number of societies of this type at the close of the year being 14. The total
area included in the area of operations of the 13 societies working in Khandesh is
48,898 acres and the protection of crops in that arca is secured at a total cost of
Rs. 17,388 which works out roughly at 6 annas per scheme. The progress achieved
in this respect is indeed commendable, and what is gratifying to note is that even
absentee landlords join in the scheme of crop protection. There are in all 3,927
members, of whom 260 arc absentee owners.

Fencing Societies. Thesc sacieties are becoming very popular particularly in
Dharwar District. The cultivators have realised the necessity of fencing not only
from the point of view of economic gain but also of averting danger to their own
lives. During the year under report two more societies were registered, the total
number at the close of the year being 16. The total length of the fence and stone
wall put up by the societies in Dharwar comes to 59,293 yards and the area protcctf:d
by these fences is 20,403 acres. It is interesting to note that 12 societies in the Distnc.t
are connected in one line of about 25 miles running from Bommigatti to Dhundshi.

Land Improvement Socicties. One more sociely was registered during the year
under report, viz., the Balkuli Dam Construction and Irrigation Socicty in the Kanara
District. It has made a good beginning, having secured an area of 173 acres in its
scheme.

Machinery and Implement Societies. Four more socictics were registered duri‘ng
the year under report, three in the Sholapur District and one in Nagar Distx:lﬂ
raising the total number of societies of this type to 33. These societies are becoming
popular in the Central Division and particularly the societies working in the Nagar
District have maintained steady progress. In the Sholapur District the Pandharpur
Taluka Implement Society is well managed and deserves special mention. Unfortu-
nately, the societies in the Southern Division have not been faring well as their
activities overlap with those of the Taluka Development Associations.

Cattle-breeding Societies. There were 17 Cattle-breeding Societies at the close
of the year, one more socitey having been registered in the Southern Division whe;¢
this type of co-operative activity is gaining in popularity. The Shidhenur Cattle-
breeding Society deserves again special mention for having maintained its recor(? ?f
good work. The total grazing area maintained by the societies in th(f Southern Divi-
sion is 1,375 acres and if a bigger area is made available there is scope for the
organisation of more societies.

The Taluka Development Associations, 84 in number, are concentrating their
activities mostly in the direction of giving advice to agriculturists on agricultural
improvements, introduction of new types of seed, implement and manure and holding
demonstrations and exhibitions. Some of the associations have also purchased
premium bulls and given them to cultivators to popularise the breeding of better
type of cattle. With these beneficent activities which are so essential for the welfare
of the rural masses, the associations are verily playing an important part in the
programme of rural uplift. There is, however, a tendency on the part of some asso-
ciations to utilise the institutions as a convenient platform for party politics. Such
a tendency deserves to be checked and as a measure of safeguard the associations
have been advised, in consultation with the Director of Agriculture, to adopt a bye-
law providing for the suspension of the Managing Committee by the Registrar in
cases of emergency.
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The Khudabadi Amil and the Khoja Ismailia Agricultural Associations deserve
special mention. The former has acquired an area of 849 acres and settled four of its
members thereon, This has resulted in a saving of Rs. 7,000, the interest on which
is proposed to be utilised for the purpose of awarding scholarships to students of
agriculture. The association has not yet been able to do anything in connection with
the establishment of an institution for training students in agriculture as contem-
plated, as it has not yet secured a suitable piece of land. The association is, how-
ever, maintaining a small library where agricultural literature is available for the
benefit of the members.. The Khoja Ismailia Association has remarkable record of
work to its credit. It has a membership of 150, while about 1,000 people have settled
in the Colony. The members are tilling the land themselves on modern methods
recommended by the Agricultural Department.

RURAL UPLIFT

In Bombay, in the year under report, apart from liberal contributions to earth-

ovake funds and the Jubilee Fund, 472 societies h.ve contributed Rs. 50,310 for
" education, sinking of wells and allied purposes. Agricultural non-credit societies

of the type of Implement Societies, Crop Protection Societies, Sale Societies and
the Taluka Development Associations, all in their own way enhance the economic
well-being of the villager. But the societies which are specially concerned with
rural uplift, particularly the moral awakening of the villager, are the Better Living
and Rural Reconstruction Societies. The number of such societies has increased from
7 to 14 ; of the new societies there being 4 in Satara, 1 in Ahmednagar and 2 in West
Khandesh. When the villagers begin to appreciate the benefits of Better Living
Societies, their number will yet increase. Among the existing societies three de-
serve special mention. Though the initiative of the Kallabbe Rural Reconstruction
Society, Ltd., North Kanara, much work is being done for the ultimate good of the
villager, in the shape of raising of enclosure walls round cultivation, building of
roads communicating with the town of Kumta, repairing of tanks and nalas, sinking
of wells, consolidation of holdings, clearing of wastes, protection of crops—parti-
cularly betel-nuts against Koleroga disease and monkeys,—cultivation of new crops,
reduction of expenditure on ceremonious occasions, referring of disputes to arbitra-
tion, etc. The Aravade Better Living Society, Satara, is also doing work on much
the same lines. The Mirjole Village Reconstruction Association, Nasik, organised
two handicraft exhibitions and also built 800 feet of road.

BOMBAY PROVINCIAL CO-OPERATIVE BANK.

The working capital shows a slight decline as a definite result of the policy of
discouraging fixed deposits. The rates on deposits have been lowered considerably
and to-day only 2 per cent. is paid on fixed deposits for a year.

The loans outstanding to individuals constitute chiefly the loans to members of
rursl societies against the security of gold or agricultural produce and the increase
in this respect is very satisfactory. The decrease in the figure of loans to societies
js the result of a policy of reducing the liabilities of societies in accordance with the
reduction in the repaying capacity of the members of such societies.

The investments of the Bank show a decline, but this is made up by the increase
in the figures with regard to cash holdings of this Bank. The net profits show a
large increase. It will be noticed that the cost of management has been gradually
brought down from 1:7 per cent. of the working capital to 1:2 per cent. in 1933-34
and the figure for 1934-35 is also satisfactory if we remember that it refers to a
period of 15 months.
18
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The dividend declared this year was 5 per eent. per annum as against 4 per cent.
of the last year. This was more as a gesture indicating to the shareholders that
the Bank was now well out of the morass and that the condition of the Bank is
highly satisfactory. At the same time, Rs. 90,000 were contributed to the Reserve
for Doubtful Debts, which now stands at a high figure of Rs. 3,55,000 and Rs. 10,000

were given as a rebate to societies in conjunction with the concession scheme.

The lending rate was also reduced by about 1 per cent. all round and in the
canal societies a special rate of 4 per cent. was introduced with a view to stimulate
repayments.

The Bank pursues a systematic policy of assessing bad and doubtful debts and
has got ample cover for such debts. In the dry tract the working of the concession
scheme was supported by the Bank by reduction in the rate of interest, and in the
canal area, it has initiated a bold policy, which, judging by the results so far, has
achieved a considerable success.

The relations between the Provincial Bank and its affiliated Banks and Societies
were very cordial and responsive. 11 out of 16 Central Banks had arrangements fot
overdraft with the Provincial Bank and only one Central Bank had arrangements
for cash credit. The Provincial Bank transacted business with a larger number of
societies this year and this is a very hopeful sign.

The Bank continues to be well managed under the able and distinguished guid-
ance of Sir Chunilal V. Mehta and Mr. V. L. Mehta.

DISTRICT CENTRAL BANKS

The number of District Central Banks during the year was reduced by 4 owing
to amalgamation of Central Banks in Sind. There is a satisfactory increase with
regard to working capital, share capital and particularly as regards reserve fund.
The loans outstanding to societies have been slightly reduced, while loans given to
individuals chiefly against the security of gold, gilt-cdged securities and agricultural
produce have nearly doubled. The surplus resources either invested or kept on
short-term deposits with Banks have practically kept on the same level. The profits
and the cost of management indicate that the ratio to working capital is practically
kept on the same level, as the figures for 1934-35 relate to a period of 15 months,
No Central Bank declared a dividend in excess of 6 per cent. in spite of the fact
that the profits warranted the declaration of a higher dividend and this must be
considered as very satisfactory. The lending rate on an average varied from 6% to
8 per cent., the scale being graduated according to the credit of each society with the
District Central Bank.

The recoveries this year were largely in excess of the recoveries last year and
the increase in the fresh finance shows that confidence between the members
and societies has been revived. Only one Central Bank, viz, the Kaira Central
Bank, was obliged to borrow from the Bombay Provincial Bank. This Bank has
gradually rehabilitated itself and it is fortunate that this year it worked at a slight
profit. The Nasik Central Bank has also got more confidence of the public, and is
able to raise all the money required by it locally. All the other Central Banks did
not borrow from the Bombay Provincial Bank this year.

The rate of interest payable on deposits has been reduced by all the Central

Banks, but the lending rate does not show corresponding decrease, chiefly owing to-

the fact that some of the Central Banks have borrowed in the past at a higher rate,
so that the average borrowing rate has not decreased substantially. However, 8

societies can still borrow from the Central Banks at 6 to 61% per cent, while those
which have not been able to discharge their liabilities regularly have to pay a little
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higher interest. The Central Banks continue to follow the policy of opening bran-
ches in the rural areas, wherever possible, in order to keep in closer touch with the
societies and to tap local resources. Through these branches they are also able to
offer facilities for finance against the deposit of agricultural produce, and this type

of business is being gradually developed, though it has to be done on very cautious
lines.

The relations between the Central Banks and the Agricultural Societies are
fairly cordial, although in some cases the Central Banks follow an ultra-conserva-
tive policy. In some Central Banks, unfortunately, local party politics hold sway,
with the result that there is constant friction between some socicties and the Central
Banks. However, all efforts are being made to urge all co-operative societies and

banks to eschew party feelings and work entirely fcr the economic betterment of
the agriculturists.

The Sind Provincial Bank, constituted by amalgamation of 4 Central Banks, has
worked fairly satisfactorily during the year. The merger has contributed to the

\ stability of this Bank and also gives added security to the depositors. Unfortunately,

% the recoveries were badly affected owing to damage bv frost.

NON-AGRICULTURAL CREDIT SOCIETIES

During the year, 11 Urban Banks were cancelled and 8 came into existence.
Out of a total demand of 4-6 crores they recovered 3:9 crores, and this indicates
their financial stability as well as the extent of their utility to the public.

Salary-earners’ Societies—During the year, owing to strikes and the liquida-
tion of the Currimbhoy Mills, 29 Millhand Societies were cancelled. But apart from
that, salary-earners’ societies are gaining in popularity and working very efficiently.
Most of them are self-supporting. The facility of recovery either through the
pay-sheet or at the time of the disbursement of the pay is helpful both to the
Society as well as to the borrower, and the insistence on compulsory deposits or
contribution to share capital has inculcated the habit of thrift. These institutions
have considerable educative value and popularise the banking habit among men of
limited means.

The Urban Banks show a rapid expansion as regards the number of members,
share capital, working capital and the reserve fund. Most of the Banks are in a
stable position, but there are a few which have sacriiiced expansion to stability, and
the departmental control of these Urban Banks becomes all the more difficult, as in
most cases the advice of the Department is evaded, with the result that it is mostly
like closing the stable door after the horse has fled. However, this occurs only in
a case of a few Banks. On the whole, the credit of these Banks is extraordinarily
good and their management competent and efficient. The lending rate of interest is
also being reduced, and is a matter of congratulation that most of these Banks, in
view of the limitation on the rate of dividend payable to shareholders, utilise part
of their profits for giving free services to their members. Some Banks have free
reading rooms, others make extensive grants for charities and some others provide
for provident fund of their members, and one Bank, particularly this year, has pro-
vided for medical advice and supply of medicines to their members and their families
at a nominal cost. The Shamrao Vithal Bank and the Gujarat Brahma-Kshatriya
Bank give cheap loans for expenses in connection with the education of the children
of the members and also give scholarships to enable the boys of their community to
pursue higher studies. The Surat People’s Co-operative Bank has organised an
Emporium to assist the marketing of the products of weavers and other artisans in
the district, and the members of the Rajwade Mandal Co-operative Bank voluntarily
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contribute 25 per cent. of their dividend to assist historical research conducted by
the Rajwade Mandal.

Bombay Co-operative Insurance Society—The Society completed its fifth year
and enrolled 1,402 new members. 1,432 new proposals were accepted, assuring a
sum of over Rs. 10 lakhs. All the proposals assuring to the extent of Rs. 160,715
referred to rural areas only. The amount of claims paid during the year was only

Rs. 5,061 and the Assurance fund of the Society increased from Rs. 27,871 to
Rs. 71,623.

The Non-Agricultural Credit Societies have been associated with the Insurance
Schemes of the Society and give facilities to their members for such insurance and
in return obtain substantial commission from the Insurance Society. The rural
side of the Society is not so well developed, but it is being taken up now, as the
position of the Society becomes stabilized.

The Society during the short period of its existence has secured a foothold in
the insurance world, and its future development seems to be secure, as it supplies
a special need under special circumstances. It, however, requires to be stimulated,
and I expect efforts will be made in this direction now. It is very necessary to link
insurance with agricultural credit by the co-operative societies and by the land
mortgage banks, if this could be done at a reasonable cost.

CO-OPERATIVE STORES

The position of the 36 Stores Societies, while not quite as satisfactory as in the
previous year, is not a matter for despair, as the few societies that are working are
showing within their own limited sphere signs of progress. As stated in the previous
reports, these societies are not capable of showing substantial progress, as it is diffi-
cult to secure members’ loyalty to these institutions. Apart from this factor, local
difficulties, unhealthy competition in the market and the competition of middlemen
also retard their progress to a considerable extent. In spite of these difficulties,
however, most of the stores have worked with profit.

HOUSING SOCIETIES

The Housing Societies, particularly those in Karachi and Ahmedaii:aa«-i, are making
great headway and during the year under report as many as 12 .soclenes came i
existence. Out of these 8 are at Ahmedabad, 2 in Karac.h‘l, 1 in P?ona and 1.
Godhra. The Harijans have set a good example by srganising a society for th _n‘-‘
selves which bids fair to be a success. The Society owes it existence to the assist-
ance given by the Poona Municipality.

There are, however, certain disquieting factors which are thwarting the progress
of these societies. The societies in Bombay have to face a difficult problem owing
to the economic depression which has resulted in vacancies in their tenements to
quite an alarming extent and consequent inability to meet their credit obligations.

The large area of land acquired by these societies during the boom period has
also considerably embarrassed their financial position, as the societies are experiencing
great difficulties in disposing of the plots.

The question of finance to Housing Societies has not yet been satisfactorily
solved. As, however, Government have decided not to incur fresh commitments in

this respect, all new societies are registered on the distinct understanding

that they will not get any loan from Government for construction of houses.
Consequently, the Housing Societies are making their own arrangements for finance
either through Insurance Companies or private parties. In Sind, the Sind Provin-
cial Co-operative Bank has financed Housing Societies to the extent of over Rs. 3

.
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lakhs, but the nature of its funds does not warrant its undertaking this type of
finance for a period exceeding 10 years. The rate of interest charged, viz., 6% per
cent., is also very high. In Madras, the formation of a Central Co-operative Build-
ing Society which will raise long-term money by means of debentures secured on
the mortgage of houses transferred to it by primary building societies is contem-
plated. It is a matter for consideration whether in view of the growing demand
for Housing Societies in this Presidency and in view also of the existing easy condi-
tions of the money market, we should not also make a move in this direction.

Weavers' societies continue to struggle bravely.The heavy odds against which
these societies have been struggling can be realised by the fact that the drop in the
price of the finished articles has been about 39 per cent. The curtailment in the
purchasing power of the agriculturists, the keen competition of the mills and the
general illiteracy and the backwardness of the weavers keep these societies down
However, the registration of district industrial associations in Dharwar, Poona and
Nagar Districts would greatly assist these societies. They would cheapen the cost
of production by securing raw material at cheap rates and by the supply of improved
appliances. The facility of marketing the finished product through the agency of
these associations would enable the weaver to get better price for his finished goods
and the expert guidance as regards the marketable patterns will, I hope, enable the
weaver to hold his own against the competition of the mills.

In spite of the existing adverse circumstances, however, the Kasoda and Parola
Weavers' Societies in Khandesh Division have been doing excellent work. The
Hebsur Weavers’ Society in Dharwar District during the year sold yarn worth
Rs. 25,000 and earned a profit of Rs. 1,572. Most of the societies in Sind are doing
credit business only, as there is too much risk in marketing the goods owing to wide
fluctuations and lack of patronage for the indigenous articles.

THE BOMBAY PROVINCIAL CO-OPERATIVE INSTITUTE

The Provincial Co-operative Institute had another eventful year. Sir Chunilal
V. Mehta, and Professor V. G. Kale continued to be the President and the Vice-
President of the Institute.

The actual work turned out by the Provincial Co-operative Institute and its
branches was of considerable utility. The journals and the periodicals continued
to be published as heretofore ; 36 conferences were held throughout the Province
convened by district or divisional branches of the Institute. It is really a question
to be considered if some limitation on the number of conferences is not necessary.
These conferences are a considerable drain on the societies in respect of the travelling
allowances payable to representatives of societies attending such conferences.

The three co-operative schools continued during the year and had 42 pupils on
their rolls. Training classes for secretaries were organised throughout the Province
and 677 secretaries trained this year. 92 classes for Managing Committee members
were held during the year.

The field staff of the Institute shows great need for improvement. The appoint-
ment of propaganda officers vests with the District Branches and sometimes persons
with meagre educational qualifications, with no co-operative experience, are appoint-
ed as propaganda officers. The propaganda or educative work done by such officers
can be easily imagined; but as long as recruitment of propaganda officers
is entrusted to the district branches wherein local influences predominate, it is diffi-
cult to secure qualified persons, as the conditions are not attractive enough for good
recruits.
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The finances of the Institute continued to be precarious. The expenditure of
the Head Office and the Branches was Rs. 90,185, while the income was less by
Rs. 5,950. This deficit could have been made up, if the arrears of the subscription
of the Institute had been collected. But some societies are reluctant to pay the sub-
scription of the Institute, as they see no tangible results of the activity of the Institute.
However, they forget that the work of the Institute is such that tangible results can
hardly be shown. The educative work does not yield quick results, but requires
patience and perseverance. However, the mismanagement in some branches of the
Institute is also responsible for lowering the popularity of the Institute in the rural
areas and some societies feel that they are getting full value for the subscription
which they are called upon to pay. The constitution of the Institute is being revised,
and it is hoped that in the revised constitution the Institute will gain in utility and
popularity in the co-operative movement.

CONCLUSION

The grant from the Government of India for educating co-operative
workers, and for training the members of socicties in the principles and practice
of co-operation has come at a most opportune moment, and will materially con-
tribute to the expansion of the movement, which has become inevitable. There is
a steady and pressing demand for extension of the benefits of co-operative move-
ment in the rural areas. The agriculturists had stuod aloof during the last five
years, but the facilities afforded by Co-operative Socicties to their members during
the last 2 or 3 years have re-established co-operation in the hearts of the people.
Time has really come for a definite programme of expansion, but this can hardly be
undertaken with the limited resources at our disposal. The reorganisation of the
system of supervision in rural societies, as recommended by the Special Committee
(if accepted by Government) will secure expansion on sound lines and the large
resources of Central Banks will provide finance for legitimate requirements of rural
societies.

However, the provision of cheap credit is not likely to achieve our goal, unless
it is accompanied by a comprehensive programme for increasing the productivity of
agriculture, and for cheapening its cost. The Taluka Development Associations are
doing very useful work for introducing improved agricultural meth.odS, and their
number is increasing. Agricultural Implement Societies also supply improved seed,
implements and artificial manure on favourable terms. But the develop.ment. of
organisation for sale on agricultural produce has been very §1°W- The thef diffi-
culty in this respect has been the lack of good workers and trained and reliable staff,
The Cotton Sale Societies in Gujarat and in the Karnatak, demonstrate what‘cou]d
be done in this respect, if adequate assistance could ke given by Government in the
initial stages. The resources at my disposa_l in respect of staff apd grants for this
purpose, are, however, too limited to provide for : comprehensive programme of
expansion.

The need for strengthening the co-operative movement is all the greater, as
besides contributing to the economic development of the country, it affords very
valuable training ground for proper exercise of the rights and duties of citizenship.
The organisation of Co-operative Societies on a democratic basis and the proper
management of such societies trains the members in the exercise of their votes, in
selection of good leaders, in the conduct of general meetings and business committecs,
and above all, in the dispassionate copsideration of questions at issue without con-
siderations of caste or creed. The minorities are disciplined to carry out the decision
of the majorities. In these days of disruptive tendencies, the cohesive force gene-
rated by these societies can hardly be exaggerated. The members of societies meet
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in the general meetings and discuss matters of common economic interest. Communal
feelings are submerged in an effort to achieve economic improvement. The applicants
for loans narrate personal troubles and are often helped by office-bearers of societies.
Instances have been reported, wherein through the instrumentality of societies, re-
conciliation of members of societies who had been hostile to each other for genera-
tions has been effected. The activities of these societies are not limited to credit
requirements of their members. Curtailment of expenditure on ceremonial occa-
sions is advocated and the introduction of improved rethods of agriculture is greatly
facilitated by the facility afforded for common meeting ground. As a result, the

.village uplift movement has made rapid strides in centres of Co-opcrative Societies.

Unfortunately, party politics have entered into the working of some societies.
But this is limited to a few districts in the Karnatak only. However, this tendency
is being rigorously checked, and a hopeful feature is that it is discountenanced by the
bulk of the members. In majority of the districts party politics and communal con-
siderations do not affect the working of the societies, as the agriculturists, unless
influenced by others, are chiefly occupied with matters affecting their economic life.

The social value of these societies as contributing to a growth of healthy out-
look in the rural areas is considerable, and strengthening of the co-operative move-
ment will not only contribute to economic betterment in the rural areas but will
also secure the elements of orderly progress in the country.



FINAL REPORT ON THE WORKING OF THE DEBT-CONCILIATION
BOARD, MEHKAR, BERAR

(Period 11-6-1934 to 31-7-1936)
By

Mg. V. K. Soman,
Mehkar, (Berar).

Mehkar taluq comprises of 312 inhabited villages and has a population of
1,67,319. Total area of land under cultivation is 4,08,957 acres and the land revenue
is Rs. 3,66,636. Assessment of the taluq has not been revised since 1899 and it is
lower than the adjoining talugs.

Total indebtedness of the Buldana District in 1929 was Rs. 3,67,11,584— (vide C. P.
Banking Committee Report). Mehkar being one of the five talugs its share may be
taken as one-fifth of the amount. Thus the indebtedness of the taluq in 1929 may
have been approximately Rs. 73,42,317.

Ever since 1929 the crops have not been very satisfactory and the condition of
the agriculturists has been deteriorating. Indebtedness may easily have risen by
about 40 per cent. to 50 per cent. and it may have been in the neighbourhood of
about Rs. 1,10,00,000 when this Board was established in June 1934.

The Procedure :—On the date of the hearing the creditors submit their written
statement. They are orally examined when necessary to explain the statement.
After this formality the Board proceed with the work of settlement. The Board
calculated simple interest at 6 per cent. on old consideration and at 9 per cent. on

cash consideration by m'('ﬁ After this calculation the definite figure is fixed. It
was the general policy of the Board to settle as far as possible secured claims by
transfer of land. The land so transferred was generally valued at hundred times the
land revenue or Rs. 100 per acre. These lands were given in the possession. ?f the
creditor the very day the settlement was made. If the ﬂ'el'd was to be par?.moned,
the general custom was that the debtor was to make'partltlon and the cFedxtor had
the option of the choice. The trees were transferred in the same proportion accord-
ing to the share in the field. The standing crops also were transferred on the same
understanding. Special prices were given when there was a well and orchard or
mango grown in the field. This procedure facilitated the settlement as the creditors
and the debtors had almost the correct idea of the lines on which the settlement
would be effected. In secured debts where foreclosure was the condition, it was the
general practice to transfer from half to three-fourths of the property in accordance
with the terms of contract and the nature of transactions. From the above it will
be seen how the Board could successfully settle the secured debts whose per-
centage was about 45. In cases of unsecured debts generally, 10 instalments were

fixed without interest.

Co-operative Debts:—Under the Act these debts cannot be conciliated without
the previous sanction of the Registrar. The attitude of the Bank and the Depart-
ment was favourable to the debtors and so a good number of settlements could take
place. These debts though settled by instalment carry 9 per cent. interest without
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sny reduction in the amount claimed. This preferential treatment caused severe
discontent and heart-burning amongst the creditors and Society members. The
Departments and the Central Bank will be well advised to reduce the rz.ltes of
interest paid to the depositor. In some cases the debtors were willing to clear of
Society account by transfer of land but the society was not ready for such settle-
ment . In such cases heavy instalments had to be fixed. We think that the mem
bers will find it hard to meet their obligation regularly and timely. It would b;
better if the societies changed their policy and get their claims fully settled by

trnasfer of land wherever necessary.

Progress of work and results achieved :——There was no need to make any efforts
to get application for conciliation. People were only waiting for the Board to open

In all 3,457 applications involving Rs. 53,03,752, including 396 applications involv
ing Rs. 438,104 from the creditors, were received by the Board. The figures do not
include Government dues such as arrears of land revenue, Taccavi, etc. Of these
1,254 applications were for claims below Rs. 500, 1,977 for claims f’rom'Rs 501 to
Rs. 5,000, 173 from Rs. 5,001 to Rs. 15,000 and only 31 above Rs. 15,000. h

Total area of land possessed by debtors who came to the Board was 90,319 acres
with Rs. 67,360 as land revenue. Average debt per debtor was Rs. 1478, and the
incidence of indebtedness per acre of land was Rs. 59 and 78 times per r’upee of lami
revenue. After conciliation pressure of debt per acre has been reduced to Rs. 31
and Rs. 39 per rupee of land revenue. Classification of the total debt is as unde;'—
43 per cent was mortgaged debt; 19 per cent. decretal debt ; 5 per cent co-operat.ive
debt and 33 per cent. simple debt. )

Under the Debt Conciliation Act we have absolutely no control on the co-opera-
tive debt, practically no control over mortgaged debt and very limited control over
decretal debt. A decree-holder, unless he comes under 40 per cent rule as laid down
in Section 12 of the Act, is not much affected by a certificate under Section 15 (1)
of the Act.

Our task was not easy and we had to go cautiously. The idea of reducing the
claims, accepting repayments by easy instalments without interest, was quite fareign
to the creditors. Much time had to be spent in explaining to the creditays the cir.
cumstances and the plight of the agriculturists and the likely effect in case the-
insisted on their legal and not reasonable dues. Progress of work was slow Witi
great difficulty we could settle one or two cases a day in the beginning, Grz;duan
the creditors came round to our view and progress was more rapid. v

In all we settled 2,461 cases involving Rs. 3,819,733 for Rs. 26,55, 622. The figure
of remission is no doubt low as compared with C. P. figures. B{xt this is mainly
due to the peculiar conditions obtaining in Berar such as land tenure and the fact
that majority of debts are secured ones. 44 per cent. of the debt settled was mort-
gaged debt. 1,994 cases were settled by fixing instalments, 277 cases by transfer of
land and 370 cases were settled partly by land transfer and partly by fixing instal-
ments. 8,491 acres of land were transferred for Rs. 8,35,158 and agreements were

- executed for Rs. 18,20,469.

Remission of 33.5 per cent. of the debts secured by the Board may not appear
targe but considering the immunity enjoyed by secured creditors, whose claims came
up to two-thirds of the total claims settled, the remission cannot be said to be un-
satisfactory. We are satisfied that honest debtors got all the relief they required
and in no case the cordial relations between the parties were disturbed

Moreover of the 3,457 debtors who came to us as many as 1,997 wer'e over head

and -ears in debt 1:;nd the liabilities of 1,695 persons exceeded the total assets by
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about 50 per cent. Instalments were well within the paying capacity of the debtors
and worked out 5 to 6 times the land revenue.

Dismissed cases:—1739 applications involving Rs. 13,37,766 had to be dismissed
under Section 7 of the Debt Conciliation Act. The amount and the number of appli-
cations dismissed appear large. 278 applications involving Rs. 3,35,048 were dis-
missed as the debtors remained absent, 93 as applicants had no land, 11 as applicants
were adjudicated as insolvents, 49 as their chief creditors were Societies under liqui-
dation and 25 due to over-indebtedness.

283 applications involving Rs. 6,34,062 were dismissed due to obstinacy on the
part of the debtors. The debtors despite all efforts remained obdurate and did not
agree to any reasonable proposals. In many cases mortgage decree (for closure)
had been passed and though the creditors, were willing to leave from one-fourth
to one-third of the mortgaged land the debtor in our opinion foolishly refused the
offers. They cannot possibly pay the decretal amounts and are sure to lose the
entire land.

It is rather unfortunate that out of 739 cases as many as 561 applications in-
volving Rs. 9,69,101 had to be dismissed either for the non-appearance of debtors
or for their unwillingness to agree to any reasonable proposal. Under the Act we
have no power to compel a debtor to agree to our proposal though it may be in his
interest.

77 cases involving Rs. 77,956 were dismissed under section 14 owing to unrea-
sonable attitude on the part of the creditors. In all 164 certificates involving
Rs. 1,24,479 were issued against creditors in 142 cases.

Creditors : —The chief classes of creditors were Kunbis, Marwadis and Saojis.
There were also a few Brahmins and Mohamedan creditors. Barring a few credi-
tors the attitude of the majority of them was not hostile to the debt conciliation
measure. Settlement of cases of some pleaders and educated Savcars of the town
made an impression on other creditors. The local bar also did not do anything to
hamper our work; on the contrary their attitude was helpful. Creditors also realised
the hard times the peasantry was passing through, and generally were inclined tg
settle their claim on reasonable terms. Their main grievance was that while the
Board was reducing their claims and stopping future interest, no such arrangement
was made for their own debts and that their creditors would not make any allow-
ance for their loss and would recover their sums with full interest. The creditors
also did not like co-operative societies’ claims getting preferential treatment.

The main reasons which weighed with the creditors in agreeing to our proposals
were :—(1) Recovery of instalments fixed by us as arrears of land revenue and
creation of charge on property till repayment of the instalments. (2) Delay caused
in recovering through execution proceedings. (3) Granting instalments by Civil
Courts to debtors. (4) Settlement of cases by land transfer whereby creditors got
immediate possession. (5) Recent legislation passed to protect the agriculturists.

Debtors : —The debtors were mostly Kunbis. Out of 3,457 debtors about 3,033
were Kunbis, 202 Harijans, 186 Mohamedans, 87 Marwaris, 155 Brahmins and about
32 Saojis.

As mentioned before, out of 312 inhabited villages, applications were received
from about 290 villages.

The main causes of indebtedness were :—(1) Passing of the Sarda Aet which
led to numerous child marriages. (2) Continued bad harvest from 1929 combined
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- with fall in prices and consequent accumulation of interest charges. (3) Tendency

to purchase fields under the law of presumption.

Generally debtors were unwilling to part with land; in settling big mortgage
cases transfer of land was unavoidable, but good deal of persuasion was required
before debtors agreed to this kind of settlement. No creditor was willing to take
inferior land of debtor leaving good land in his possession and a debtor would not
agree to part with his good land.

Even then 8,491 acres of land were transferred for Rs. 3,35,153. Generally land
was transferred at Rs. 100 per acre. Debtors were given the option of partitioning
the land and creditors were asked to pick up their share.

We wish more persons had agreed to settle their debts by land transfer as in our
opinion those who have done so have been free and if they maintain themselves
without borrowing they have nothing to worry about. They are likely to be better
off than those who have agreed to pay instalments. Instalments are like the sword
of Damocloses but the optimism of debtors in regard to payment of instalment

| is unshakable and blinds them to the hard realities of the life of an agriculturist. Of

the 2,364 debtors, who have agreed to pay instalments we think at least about 75 per
cent. will be able to pay their instalments provided they are not singularly unlucky
and the years are normal.

Effect of the Act on Rural Credit : —There are many critics of the measure whose
main objection to it is based on the supposition that agriculturists would lose all
their credit and so would be seriously hampered in borrowing money for current
needs and consequently land and cultivation would deteriorate.

We have made careful enquiries from a number of creditors and debtors on this
point. We do not think that any appreciable number of those who come to the
Board had any credit left in their villages or round about. They had exhausted
all their credit. We have reasons to believe that debtors who approached us were
prepared for this contingency. We do not believe that easy credit is an unmixed
blessing. Our scrutiny of the debts has convinced us that a very small proportion
of the debts incurred was taken for purely agricultural purposes. So if there is a
tittle shrinkage of credit, none should feel alarmed at it. People will be compelled
to economise and save for current agricultural needs. Our considered opinion
therefore is that far from affecting agriculturists adversely, the Debt Conciliation
Act has given a great relief to them. Even those unfortunate persons whose cases
could not be conciliated got a sort of a moratorium of about 2 years during which
period they were free from all harrassment of their creditors. Moreover the estab-
lishment of a Board gave a great stimulus to private settlement. Creditors them-
selves amicably settled their claims. We have no statistics of this outside settlement
put we understand quite a number of cases have thus been settled.

Whether all persons whose cases have been settled by us fixing instalments will
be able to pay them up in future years or not, none can foretell. The Board has
attempted to bring their debts within their paying capacity and if they get normal
harvest there is no reason why they should not be able to pay the instalments fixed.
The total amount of yearly instalment is less than even 6 per cent. interest payable
on the amount conciliated and works out at about 9 per cent. on the total amount
payable under agreements by instalments. Thus where a debtor was required to pay
average 13 per cent interest charge alone, he will now be able to repay principal
as well as interest under instalment scheme by paying the instalments fixed which
works out at 9 per cent. of the total sum of Rs. 18,20,469 under agreement. The
pressure of the debt has been considerably reduced and there is no fear of interest
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swelling up the debts. The only adverse effect on rural credit is that perhaps now -

creditors are not unwilling to advance loans without double the security and insist ot
a mortgage or a conditional sale deed in every case.

Land Mortgage Bank :—Only 7 applications were settled through the Land
Mortgage Bank. Despite our efforts debtor could not take advantage of the Land
Mortgage Bank. Majority of debtors did not poussess enough land to obtain loan
from the Bank, sufficient to repay their debts. The hope entertained that Land

Mortgage Bank will be of great help to the Board in settling the cases has not been
fulfilled.

General : —We received applications for debts between Rs. 150 to Rs. 25,000.
Persons who owed less than Rs. 150 or more than Rs. 25,000 could not take advan-
tage of the Act. Apart from these there were many even within these limits who
did not think it expedient to come to us, as filing an application before a Debt Con-
ciliation Board was considered equivalent to going to an insolvency court. How=
ever we presume that all those who stood in need of relief came to us and we are
glad to note that most of those who came to us were able to get substantial relief.

It is interesting to note that persons who were very heavily indebted and had
a large number of creditors were able to strike the best bargains. In one case a
debtor possessed only 4 acres of land and had about 15 to 16 creditors including a
mortgage creditor and his debts amounted to Rs. 10,000. All the creditors agreed
to divide 2.20 acres land among themselves and left 1.20 acres to the debtor.

Many big families were saved from utter ruin. To quote only one instance we
only mention the case of the heirs of one Govindappa of Janephal. They possessed
900 acres land and their liabilities amounted to about Rs. 75,000. Three brothers
separately applied to us. We came across some instances where debtors with a
view to defraud their creditors had made fraudulent transfers or executed bogus
mortgage deeds. Such cases were very difficult to settle as more often than not
altogether free from blame. They generally would not show full repayments and
admitted them only when receipts were produced. Many creditors never issued any
receipts.

With the passing of the Money-lenders Act debtors will have a more fair deal,

Board Members:—Out of the 8 members of the Board, 4 were creditors in a’
number of cases. They readily agreed to conciliate; their attitude served as an
example to other creditors. There was never any difficulty of quorum. The Board
met 559 days excluding Sundays and other holidays. Two spent motor hire from
their pocket and attended the Board at great personal inconvenience to themselves.
The whole Board worked as a team and there was never any discordant note and
there was no need to exercise casting vote. As there were 3 members from the
Mehkar town difficulty of quorum did not arise. The relations of the members with
the Chairman were very cordial. The success of this Board is mainly due to
Mr. Kher, the Chairman. He showed wonderful patience, calmness and tact in
handling the cases. It will be no exaggeration to say, that he displeased none
(creditors or debtors) by his decisions.

INDIAN LEGISLATIVE ASSEMBLY

INDEBTEDNESS OF AGRICULTURISTS
Resolution moved and adopted on 24th September, 1936.

Mr. N. C. Chunder (Calcutta) moved:

“ That this Assembly recommends to the Governor-General in Council to appoint
a Committee consisting of both official and non-official members, with non-official
majority, to enquire into the question of indcbtedness of agriculturists of the whole
of India dealing particularly with the following points:—

(1) to find out:

(i) the approximate total debt.

(if) the area of land which has passed from the hands of the agriculturists to
money-lenders.

(iii) the area of land mortgaged with money-lenders at present.

(2) to enquire and report on the remedies and provisions of law up till now
Jegislated in different provinces for their amelioration and what results have been
achieved by such measures in different provinces.

This Assembly further recommends to the Governor-General in Council that
the said Committee be authorised to incorporate in its report the ways and means
and provisions of laws by which the interests of the agriculturists could be fully
safeguarded and thereby extricate them from their present miserable plight.”

I think the House will concede that these are matters of more than local or pro-
vincial importance and these are matters which should be dealt with by a com-
mittee considering the question of rural indebtedness as a whole.. This problem
of agricultural indebtedness, which is itself of very great importance, was never
dealt with by any committee sitting to consider the question of agricultural indebted-
ness quite exclusively.

Then, sir, coming to the exact extent of agricultural indebtedness, the difficulty
has been that the subject has been hitherto treated only incidentally or as an auxi-
liary to some other and bigger problem, and it is impossible to ascertain what is the
real extent of agricultural indebtedness, and we can only go by estimates which
have been formed of such indebtedness. In 1911, Sir Edward Maclagan basing his
estimate on Nicholson’s estimate for Madras calculated the total for British India to
be about Rs. 300 crores, but that estimate on the face of it could not be a correct one
for the simple reason that Nicholson’s estimate even with regard to Madras could
not in 1911 be'accurate, because it was made so long ago as 1885. The Agricultural
Commission gave no estimate of the total indebtedness, though they also incidentally
dealt with this question of total indebtedness. The Banking Enquiry Committees
have given somewhat more comprehensive estimates. These have been collected
in a little brochure published by Mr. Nalini Ranjan Sircar called the “Problem of
Agricultural Indebtedness,” in which he has appended a table. These estimates were
taken in the year 1929 or thereabouts, and since then there has been a fall in the
prices of foodstuffs. The burden of debt is undoubtedly much more crushing at the
present time. According to Sir M. Viseswarayya the agricultural population has
a debt variously estimated at, between Rs. 800 crares, and Rs. 1,200 crores. The
actual debt is probably not under Rs. 950 crores, or say Rs. 50 per head of the total
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agricult\.xral propulation. I may say here that according to this learned author the
am?ual income of British India from agriculture is estimated at Rs, 1,568 crores,
?vh-lch gives an average return of Rs. 60.3 per acre of cultivated crops, including
irrigated crops and Rs. 59 per head of the total population. But the seriousness of
the debt lies not so much in its volume, because there are other countries where
also the agricultural indebtedness in volume is not very different from the debt in
this country, but in its rate of growth.

A~very great quantity of land must have passed out of the hands of the agri-
culturists to non-agriculturists, I mean the ownership or proprictorship of the land
though the occupany might be in the agriculturist now a serf. It was the policy'
and it is still the policy of the British Government not to restrain transfer but to
encourage it.

The Hon’ble Sir Henry Craik: No, no.

er. N. C. ?hunder: The Hon'ble Sir Henry Craik comes from the Punjab and
:1.0 oubt he will say that very early in this century, the Punjab had its Land Aliena-
ion Act But allow me to tell him that the Punjab Land Alienation Act was more
a political measure than an economic one.

The Hon’ble Sir Henry Craik: No, no, I do not agree.

. M-r.. N. Chunder: Well, sir, I will refer him to the debate on the Punjab Land
Alienation Act. This was what Sir Charles Rivaz said :

“The sole and entire object of the measure which I have been explaining is,
while affording ample facilities and a sufficient market for unobjectionable trans-
fers, to arrest the further progress of this mischief, and to check, by remedial
action, an ever-increasing political danger.”

The Hon’ble Sir Henry Craik: Is not that an economic object ?

Mr. N. C. Chunder: Now, sir, the Hon'ble Mr. Tupper, after the Bill had
come back from the Select Committee, said this:

“The reasons for adding to the already existing restrictions on the transfer
of agricultural land in Punjab are both political and economic. While I admit
the force of the economic reasons, which have been fully explained to-day by
the Hon’ble Member in charge of the Bill and by the Hon’ble Nawab Muham-
mad Hayat Khan, I wish to say that it is the political reasons which have mogt
strongly influenced my judgment in this important matter.”

I do not say that Government have not done anything in this matter, in the
provinces. A brochure published by the Indian National Congress sets out the
various remedial measures which have been adopted by the Central Provinces
Government, and not the least of them is the Debt Conciliation Act. With regard
to Bengal also, the Bengal Moneylenders Act which was passed by the Bengal
Legislative Council in 1933 and the Bengal Agricultural Debtors Act of 1935 are
meant to relieve agricultural indebtedness and the distress caused by agricultural
indebtedness. But it is not enough that each province should be left to take care
of its own agricultural indebtedness. It is, as I have submitted, an all-India ques-
tion. I am reminded that agriculture is a transferred subject. So are roads, but
does my Honourable friend suggest that the Central Advisory Board for Roads
should be abolished? Does my Honourable friend suggest that the problem of
road transport should not be dealt with as an all-India question? Similarly take
the case of agriculture. It is a matter of all-India importance, but apart from that,
when the Banking Enquiry Committee met, when the Royal Commission on Agricul-
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ture met, since then much water has flown down the Sutlej, the Jumna and the
Thames. Even in England, nowadays, it is admitted that the doctrine of laissez-faire

would not do.

In the British Dominions attempts are being made to deal with this problem of
agricultural indebtedness as a national problem, and I cannot understand why ir
India it should not be dealt with as an all-India problem.

Dr. F. X. DeSouza (Nominated Non-Official) moved :
“That for the original Resolution, the following be substituted :

‘That this Assembly recommends to the Governor-General in Council to
take immediate action on the recommendations of the Royal Commission on
Agriculture, the Banking Enquiry Committee and the Civil Justice Committee
for relieving agricultural indebtedness in India and for that purpose to appoint
a Special Officer with three non-official advisers to suggest measures in con-
sultation with Local Governments on the lines of those recommendations.’”

Why I have sent in my amendment is that I have to join issue with regard to
machinery which the mover proposes to bring into play for the purpose of giving
effect to his conclusions. During the last six years, the Royal Commission on Agri-
culture presided over by the present Viceroy of India, the Civil Justice Committee
presided over by that eminent jurist Chief Justice Rankin, on which I had the
honour to serve as a member, and the Banking Enquiry Committee which reported
in 1931 have exhaustively inquired into the subject-matter of this Resolution. I
cannot accept the view of Mr. Chunder when he said that the subject of agricul-
tural indebtedness was not directly in issue in the inquiry of those committees. If
he glances at the report of the Banking Inguiry Committee he will find that three
elaborate chapters have been devoted to the enquiry as to the extent of the agri-
cultural indebtedness, as to the best means of relieving that indebtedness and as
to the failure of the steps hitherto taken for the purpose of alleviating the indebted-
ness. 1 think, therefore, it is unnecessary in my humble opinion to start another
inquiry or to set up another commission for the same purpose.

When I went through the Report of the Agricultural Commission the other
day and also that of the Banking Enquiry Committee’s Report and endeavoured to
find out what steps have been taken by the Government, I found very little indeed
had been done to carry out those recommendations. It is said that it is the duty
of the Local Governments. It is not open to the Government thus to transfer their
responsibilities under this head to Local Governments. Why then do the Govern-
ment of India appoint these commissions? Why does this Assembly sanction such
large amounts for these commissions, which, though bearing on a transferred subject,

have an all-India importance ?

Sir Girie Shankar Bajpai (Government of India): I can say this, that the
subject was most comprehensively and competently examined by the Banking
Enquiry Committee. The Government of India convened in 1934 a committee of
provincial representatives, Finance Members and others, to examine primarily this
one question of rural indebtedness, and 1 hope to show to the House, by way of
recital of what action has been taken by the Local Governments as a result of the
impetus and impulse given by this Conference in 1934, a great deal has been done
to tackle the problem. Of course, perfection may not have been achieved, but at
any rate a great measure of success has been achieved and a good deal of headway

made towards the solution of this problem.
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It may be, and probably is true, that since 1931 the burden of indebtedness has
increased ; but, as against that you have to bear in mind two considerations: first,
to the extent that the burden of that indebtedness may have increased because of
the agricultural depression and the consequent need for borrowing by the cultiva-
tor in order to enable him to pay the Government demand, Governments in the Pro-
vinces have adopted a liberal policy of suspensions and remissions of revenue. And
the second consideration to be borne in mind is that the machinery which has been
created by Local Governments in order to adjust indebtedness and scale it down,
whether on a voluntary or obligatory basis and the fixation of rates for the future
have helped to alleviate or remedy it. But the main point which I wish to make
in regard to that is this: It is not any great practical importance to know by what
percentage or by what absolute amount the burden of indebtedness as it cxisted
in 1931 has changed since ; the practical question of importance is whether machi-
nery exists for the purpose of determining the amount of debt and also suggesting
ways and means as to how it is to be discharged. I hope my friends will wait for
the promised recital of what has been done in that direction by Local Governments
before they make up their minds as to whether this part of the investigation is
necessary.

The Deccan Agricultural Riots Commiscion—-as the mover told us—had found
the task of ascertaining the extent to which such transfers had taken place difficult.
I submit that the difficulties of 1884 have not vanished merely by the passage of
time ; and what I feel in regard to this particular sugyestion is that the investigation
proposed is both cumbrous and unnecessary,—cumbrous because it is likely to be
prolonged and it is likely to prove extremely expensive prolonged possibly to this
extent that by the time it is finished the agriculturist may be finished too unless
something is done in the meanwhile to save tiim, unnecessary for this reason that,
unless the idea is, as a result of these investigations to impose restrictions on the
transfer of agricultural land, restrictions which according to the latest and highest
authority would tend to restrict the volume of credit that may be available to the
cultivator, I doubt whether the results following from these investigations would
be of much value.

The Banking Enquiry Committee placed first in order of their remedies the pur-
suit of a vigorous policy of debt caonciliation on a voluntary basis by Local Govem.‘
ments. Their second recommendation was that as a complement to this, provision
shall be made for the fixation of instalments in which repayments shall be made,
as also fixation of rates of interest, on the amounts assessed, as due
for repayment. Their third recommendation was in regard to the provision of facj-
lities for repayment. We have heard one or two Agricultural Debt Conciliation Acts
mentioned. Actually, the number is considerably more than that. I can only give
the House an idea of the number of provinces in which such legislation has been
accomplished There is the Madras Debt Conciliation Act, 1936, the Bengal Relief
of Indebtedness Bill is under consideration as a result of the special enquiry made
by the Economic Enquiry Committee appointed by the Government of Bengal. Only
the other day in the Bombay Legislative Council the Bombay Government agreed
to the principle of a private Bill on the subject, which has been referred to a Select
Committee. Honourable Members are aware that in the United Provinces, Govern-
ment itself has assumed responsibility under certain circumstances for the repay-
ment of determined debts.

The main recommendation of the Banking Enquiry Committee was the multi~
plication of Co-operative Land Mortgage Banks. What is the record in regard t0
that? The Madras Co-operative Land Mortgage Bank Act, 1934, aims at the pro-
vision of Banks for that purpose. In Bombay recently the Local Government have

”
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agreed for the establishment of a Central Land Mortgage Bank guaranteeing de-
bentures for the Bank up to Rs. 50 lakhs. Then the Bengal Government have agreed
to the establishment of Land Mortgage Banks in selected areas. In the Central
Provinces and Berar, ten banks have alrcady been established.

On the control of moneylenders, there have been no less than five Acts passed
in the course of the last few years: the Madras Debiors Protection Act, 1934, the
Bengal Moneylenders Act, 1933, the Punjab Regulation of Accounts Act, 1930, the
Central Provinces Moneylenders Act, 1934, and the Burma Moneylenders Act, 1934.

As regards rates of interest Madras found the rates of intcrest varied from 12
to 35 per cent, or even 48 per cent, Bombay 12 to 25 per cent, Bengal 10 to 37% per
cent minimum, and maximum 37’% per cent to 300 per cent. In United Provinces,
71% per cent urban to 19 to 37% per cent rural. In the Punjab 6 per cent to 12 per
cent on secured land loans, and no limit as regards unsecured loans. In Central
Provinces & Berar, 12 to 24 per cent, in Bihar and Orissa, 1833 per cent to 37% per
cent, Assam 12 to 75 per cent, or an average of 37% per cent. There again local
Governments have not been inactive inasmuch as the Bengal Moneylenders Act,
1934, the United Provinces Usurious Loans Act, 1934, the Punjab Relief of Indebted-
ness Act, 1934, the Central Provinces Usurious Loans Amendment Act, 1934, the
Assam Moneylenders Act, 1934, all deal with the question of the fixation of rates
of interest. And connected with that is the question of the statutory recognition of
the principle of damdupat ; on that point also provision has been made recognising
and enforcing that principle in the Madras Debt Conciliation Act, 1936, the Bengal
Moneylenders Act, 1934, the Punjab Relief of Indebtedness Act, 1934, and the Central
Provinces Moneylenders Act, 1934.

1 have completed my recital of what has been done by the Government of
India and the Local Governments whether in the field of exploration purviewed by
the Resolution or the field of remedial measures. If members have followed with
some attention the chronology of this legislation they will find that most of it dates
back to 1934 ; in other words, less than two years have elapsed since the bulk of this
Jegislation was undertaken and completed. There has not been time enough to
assess the result satisfactorily of the working of this series of Acts which I have
menﬁO!led.

Further, Honourable members ought not to forget the constitutional position.
The representatives of the provinces who met in 1934 laid great stress upon recog-
nising the correct source of authority and power for dealing with these qutestlon§.
1 shall read two extracts from the Finance Department Resolution dealing with this
subject. First as regards legislation and other remedial action: That was what
the conference said :

“The general view of the conference was that the diversity of the agricultural
classes in India was so great, both in respect of land tenures and general econo-
mic status, that any legislative measures to afford relief must be primarily pro-
vincial.”

Then again, speaking of land mortgage banks, an expedient or institution re-
commended by the Banking Inquiry Committee for the repayment of debts, speci- -
ally long-term debts, this is what they said :

“ Whatever the possibilities of future development may be it is clear that the
responsibility for policy as regards establishing land mortgage banks must rest
with the Provincial Governments.”

Sir, not only have we these authoritative pronouncements on this subject but
we have another factor, a very important constitutional fact to bear in mind. We
20
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are within sight of Provincial Autonomy. In another six or seven months we will

have Ministers selected from Council i i
2 s clected in their turn on a very much wider
and much broadened electorate. ’

B I am not for a minute saying that the Government of India disclaim responsi-
bility. Bu.t we must recognise the limitations of the Government of India. We
n:nust not in our zeal for solving this problem overlook the clarity of the constitu-
tional demarcation. The point to remember is this: that the Government of India
can helpl effectively and practically in one manner only, and that is by bringing
the provinces together to discuss how events have progressed, and l<; devise plans
for the future. The Government of India can also, because of the mterest which
has been shown by Honourable Members in this subject, undertake not merely to
watch the situation for themselves but also to keep the House informed of the result
of the reports that they may receive or call for from time to time I'r()m’LoC:ll Govern-
fnents. But for the rest, in so far as the convening of a conference or committee
Is concerned, I submit, what must have been inferred from my remarks already,
that the time is not yet. We have to wait for it until the bencelits or defects, as the
case‘may be, of this volume of legislation which I have described have 'become
manifest. Then we can either have a conference or a committee, but not yet. And
one‘ final word. The sympathy of Honourable Members opposite for the agricul-
t}lrlsts and their interest in this problem are not open to dispute. But at the same
tlmg S).'mpathy, if it is to be fruitful, must not be precipitated in action. It must
await its own moment and when the moment strikes, the Government of India
will be found ready to do their share.

. Mr. P. J. Griffiths (Bengal : Nominated Official): After the very clear exposi~
txon.of the general policy of the Government by Sir G. S. Bajpai, I do not propose
to discuss at length the general aspects of this Resolution. I propose rather to indi-
cate briefly how this problem of indebtedness strikes a district officer from rural
Bengal and further to illustrate the position by reference to what has been done
and what has been effected in my own province of Bengal. Let me say at the out-
set that, in spite of the suggestion made to the contrary, the sympathy of the Govern-
ment and of its officers with the agriculturist is far from being nominal. It is and
bas been continuously real, but unlike much of the sympathy which is wasted. in
the modern world, the sympathy of the Government is based not on sentimentalism
but on a stern appraisement of facts and on contact with realities.

The end of the Indian Civil Service may be seen, but the end of the money-
lender will not be seen in our time or after it. In prosperous times we may talk
loftily of the rapacious moneylender. But let there be a drought, let there be g
flood—to whom does the villager go for help? Not to the Congress. He goes to the
village moneylender, because the village moneylender is the only person who is on
the spot and who has the means and the willingness to help him.Government does
what it can, but Government is even at a greater distance than my Honourable
friend, Prof. Ranga. We, therefore, have to devise some scheme, which while curb-
ing the rapacity of the moneylender, will not destroy his existence.

The position of Government in this matter rests upon three main theses: the
first of which is that a committee at this particular juncture would serve no useful
purpose. We have had committees in almost every province of India during the
last three years. These committees have collected and collated a great deal of infor=
mation, and that information has in several provinces been embodied in legislation.
Nor have the authorities stopped with legislation. They have proceeded with such
practical remedial measures as conciliation boards. These conciliation boards are
of comparatively recent growth and it is yet far too soon to judge. If a fresh
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committee were set up, what fresh material could be placed before it? All the
available material was placed before those recent committees.

In Bengal, we have approached this problem from an entirely practical stand-
point. We have tried to start at the beginning and discover the causes which compel
the cultivator to spend his life fettered by the chains of debt. The first fact that
emerged from our enquiries was that we had two separate problems to deal with;
firstly, the problem of relieving the cultivator of the present burden of debt, and,
secondly, the entirely different problem of preventing him from incurring {resh debt.
Strange as it may seem, these two problems are entirely distinct. They are distinct
because they operate at different times and under different circumstances. It is
mainly in times of prosperity that the cultivator incurs heavy additional debt. We
believed—or, at any rate, I believed—that moneylending on the scale which then
existed was essential to the maintenance of cultivation. That was a mistake shared
by many others besides myself. It was demonstrated to be an error when the slump
years came and the number of mortgages executed in Bengal per year fell by over
50 per cent. In spite of that fall in the number of mortgages executed, cultivation
is still continuing. Many of us then learnt for the first time that although moneylend-
ing might be necessary, moneylending on the scale which was previously practised
s not essential to the maintenance of cultivation. Past history suggests that when
prosperous times again come the number of moneylending transactions will again
increase. This gives rise to the suggestion that some kind of restrictions on borrow-
ing or alternatively on land alienation may be necessary. But there are grave

ractical difficulties in the way of any such solution. Those who are acquainted

with Bengal, those who are familiar with the Bengal Tenancy Act will know what
tremendous value the ryot attaches to the transferability of his occupancy right.
Suggest any modification in that right of transferability, suggest any restrictions on
land alienation and in Bengal under the Permanent Settlement and under the Bengal
Tenancy Act you will raise an outery at once. The main point which I wish to
make here, however, is that all kinds of restriction on borrowing, all kinds of re-
strictior. on land alienation, must primarily have some connection with the condi-
tions of land tenure which prevail in the province concerned. It follows therefore
that any legislation of this kind must be not central but provincial and must take
due account of those varying conditions of land tenure.

Our next problem was how to provide relief from the existing burden of debt.
Broadly speaking, if you wish to relieve the peasant of the burden of debt, there
are two ways of doing it. Either you can compel him to utilise the margin of income
over expenditure, if any, for the liquidation of debt, or else you can lend yourself
to some system of partial repudiation or scaling down of debt. With this end in
view, very careful enquiries were made in Bengal in 1934 under the aegis of that
well-known statistician, Professor Mahalanobis ; 6,633 villages were examined. The
tenants in those villages were classified into four classes, first, the class with no
debt, second, the class whose debts were less than two years’ income, third, the class
whose were less than four years’ income and fourth the class whose debts were more
than four years’ income. That enquiry showed that over 17 per cent of the popu-
lation of rural Bengal had debts amounting to more than four years’ income. It
also showed that on the average the margin of expenditure over income was Rs. 22
per annum while the average burden of debt was Rs. 182, That enquiry left no
room for doubt that any system of reduction of debt by the use of the margin of
income over expenditure was out of the question. We were therefore led to the
conclusion that some method of scaling down debts and interest was necessary. For
this purpose in 1934 Conciliation Boards were set up in the Chandpur Division of
the Tipperah District. These Boards were purely voluntary and the first step was

w
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:;: §hew Mahsjans and debtors alike that it was to their common interest to bring
: t:;; castes to t}‘xese Boards and arrive at an amicable settlement. I
peoplie . }:)0 :f;tﬁ::’eMbee:\bers'l ?f this House that moneylenders, that hated class of
peopl .bm PR eakn fwz ling to accept an amicable sottlement and reduction of
Memi)ers Jures I}; o or themselves and I would ask the careful attention of
o Sub_divi;ion OLfs., to l‘ho.vm'y vemarkable firures which were obtained
11 gope Sub-divis broo hone dfsmct of Bengal as the result of 18 months' work.
Ro. 10 T oxe § tugdt up in thnlt sub-division. The total amount involved was
of, involving elai p- ?-Ri;ic of receipt of this repart 5000 cases had boen disposed
consent o g cla n’ls 0 i)11' I.akhs. .T‘.‘msc claims had been scaled down by the
kb thu; L;]an';Tky joint amicable settlement—from Rs. 11 lakhs to Rs. 7
ot ton ond. debta ) ; na lh.t;, Rs. 5 lakhs had been pnid. What is the net result?
roun 1 of Rs. .?khs only Rs. 2 lakhs are now pressing like a millstone
rour enneck. of the cullivator. A reduction from Rs. 11 lakhs to Rs. 2 lakhs
Govte)rs::m a:)cfh;;evemelen't. .It was in the light of this expericnce that in 1936 the
Act. The wbimet irf\ggn:n‘z;d?cctd and ;?:;sserd the Bengal Agricultural Indebtedness
et  the s to provide for the setting up of two types of con-
;;lolztglo:xh:o:ds. 11"'11‘s‘t and foremost there are the voluntary boards wi;‘i)ch will act
s casme ﬂ:nes Ts the o'ther Concilialion Boards, and, secondly, for those
v 1'es where the mahajans refuse to listen to reason or where the debtors
- ste. to listen t.o reason, there remain the compulsory Conciliation Boards.
bye‘th:;ebi:rrgy dIIS}}f:OSQI pl‘e\.lenls me from narrating what has already been done
oy o S:. N av;lrecelved to-day a lctter from the Collector of Mymensingh
ootablich s yz tlat boards have n(?w been established. 61 are in process of
el an 1a1§ by t.he end of this month it is expocted to have 200 Debt
Se tlement Boa.rds which will cover one-third of the district. He adds that there
is great enthusiasm in the distriet in conneetion with the activities of these boards.

t may sound

I submit‘ that Provincial Governments have shown by these activities that they
are .fully alive to the importance of this problem and thery are taking every
possible step to deal with it and at this juncture when these activities are in their

early days, it would be unwise, it would be
1 unsound for the Centr i
to interfere in the matter. ’ niral Legislature

. Mr. M. L. Darling (Government of India: Nominated Official). Sir, the first
point I wish to make is this, that I do not propose to speak so much as an officig}
as an humble student of rural economics. This subject of agricultural debt I K
studied now for the inside of twenty years and though my studies have been ma'::],e
concerned with the Punjab, they have necessarily compelled me to travel beyond.lt_l-\y
confines of my province, and I have fortunately been able to do this to some J :
practical effect through the opportunity given me a year or two ago by the G ittle
ment of India to travel all over India and Burma and see villa overn

this great empire. ge life in all parts of

A point that struck me in studying this ion i
' hat question is that the pr i
entirely i.a provu.lclal one. Every province, no doubt, has its particulI;rOb'lemumslst:r? t
ces and its particular conditions of land tenure and customs a o .
are certain general considerations which seem to apply
y

of India. If I venture to make this claim it is because, first] the Royal C ission
on Agriculture said that certain conclusions which I’had ri’achid OYE:! ;?'m}:“ss:e
published many years ago applied far beyond the Punjab, and alsinbew\:sce v‘:;xen
I went round India a year or two ago I found amongst thz;se competentc:o judge a

general agreement as to the fundamental cay think
: ses of d i
what remedies can be applied to the problem, bl and even, I el

nd so on, but there
very broadly, to the whole
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I propose first of all to look at the question from the point of view of the Punjab
and to tell you what is happening in my own province. As a result of the fall in
prices, credit was restricted to such an extent that people began to speak of a rupee
famine. This process has been still further accentuated by the legislation which has
been passed in the province in the last two years of which Sir G. S. Bajapai gave
you some account. The effect of this legislation is this: The land of a statutory
agriculturist cannot be sold in excculion of a money decrec. The most that the
decree-holder can do is to apply for temporary alicnation of the judgment debtor’s
land for not more than 20 years, and even then provision has {irst to be made for the
maintenance of the judgment-debtor and his family ; and in the case of small
holders where the average holding varies from 5 to 15 acres, it can be readily
understood that this does not usually leave much over for the decree-holder. Fur-
ther if he is sued, the interest charges can be examined and if they arc found to be
excessive they can be reduced. In this connection, one of the legislative changes
recently made has been to make certain provisions of the Usurious Loans Act man-
datory and to fix rates of interest which may be deemed to be excessive. In the
case of secured debts the rate for compound interest is 9 per cent per annum and
for simple interest 12 per cent. In the case of unsecured debts the rate is 183%
per cent. Further, when a cultivator dies, his ancestral land is not liable for the
payment of his debts and he is also not liable to arrest. I think the Iouse will agree
that that puts the cultivator in a very strong position vis-a-vis the moneylender,
so strong, in fact, that the Punjab Government is now definitely of opinion that
no further legislation should be undertaken until creditor and debtor have been

given time to adjust themselves to the new position.

The member who spoke in favour of the second Resolution paid me the com-
pliment which one does not always appreciate. He quoted a passage indicating that
the moneylender was in a tremendously strong position. That was the case 30 to 40
years ago, but now the pendulum has swung almost completely back to the position
which we found existing in the province 80 years ago when it came under our
administration. )

The agriculturist moneylender has certain advantages under the new legislation
as against the professional moneylender, and it remains to be seen what will be the
offect of this. All one can say at present is that he is tending to replace the pro-
fessional moneylender and that is one of the less satisfactory features of the legisla-
tion that had been passed.

Then, as to repayment, inquiries that I have made very recently from various
members of the Co-operative Department who are in close touch with the village
life throughout the Punjab leave no room for doubt that a certain amount of old
debt is being automatically paid off or settled as a result of the economic disabilities
of the cultivator. All my informants, with perhaps one or two exceptions, agree
that the amount of debt repaid in this way is appreciable, and in the Canal Colonies
it is said that the process is proceeding rapidly. Though the position of the cultivator
has steadily deteriorated economically as a result of the fall in prices, from the point
of view of agricultural debt if any deterioration has occurred at all, it is nothing
like as great as some members’ speeches suggest may have been the case. My own
view is that in some ways he has gained by the fall in prices. He has been com-
pelled to reduce his expenditure within reasonable limits and to consider the differ-
ence between necessary and extravagant expenditure, between productive and un-
productive expenditure. Further, so far as debt is concerned, he has so far had the
last word. It is he who has declared the moratorium which so many legislators
have wished Government to declare on his behalf. 1 believe that if one were to
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. ; last
examine the conditions of village life all over India, one would find that in the
five or

; : s been
SIX years, through force of circumstances, comparatively little debt hapar a
repaid apart from settlements. In the Punjab at leagt, there has been 8
moratorium.

T
Now, I come to the question whether we are going to gain anything by f\;l‘:‘e
enquiries. The Mover of the Resolution started by a reference to Sir Ftre eor
report, a report in two larzer volumes which is .S“” wt o
ports published since then were to he piled up in fron to
dly see me, and we shall be only the worse for‘ addini’el
lient features of this question of debt are suf’ﬁcxentl)" the
Nno one doubts that debt in this country is very large: o
exact figure people may dispute, but ne one can possibly question that in terms

. u
the resources of the country, it ig excessive. At the same time in saying that T'wo
like to remind the House th

at the same may be said of a dozen or twenty Oth::
countries in the world at the present moment. I could mention several of the
posal is short, | will m
because economic conditi
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Nicholson’s monumental
study. But if a]) the re
me here you would har,
them. Moreover the sa
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but as the time at my dis
of Italy, 1 take that
not very different fror
from a statement m
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Which with a population of 15 milliong carried about then a debt of Rs. 140 croresf-
Further, it is well known that very few agriculturists in this country are out.o
debt, that debt to a very large extent is unproductive, that interest rates ave high
greatly restricted—ail these things are now within the full know-
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pa}liatives and leave the main problem untouched. This problem is—how are you
going to ma}ke the Indian peasant a better borrower and a more punctual r:paygr ?
And .the point of that question is—if you increase his standard of living, if you wip(;
off hxs‘debt, however much betier he may be for the next five, ten or' ev:n fifteen
years, in another generation his position, I hold, will be exactly' the same as it was
befor'e‘ you applied these remedies. And that is shown by past experience. These
Conmh.atxon Boards are by no means a new cxperiment. They have beer; set up
before in the Central Provinces and in Bihar and Bundclkhand ; and invariably, when
they have not heen accompanicd by olher measures, the net result has bee'n that
after ten, fifteen or twenty years the Indian peasant has been just as indebted as
he was before. And that is why I should feel inclined to despair of this problem
but fOI" one thing, and that is the gospel of co-operation. If we had not got the Co-
operative Movement among us, I should be inclined to despair of ever being able
to ge.t the Indian peasant out of debt, the reason being that the fundamental causes
for his being in debt are not simply economic but very largely a matter of character,
largely' too a matter of the social and caste customs under which he lives, which
make it impossible for him to do many things that every small holder in Europe

must do if he wishes to make hoth ends mcet and maintain a decent standard of |

living.

When I speak of this Co-operative Movenent I claim to speak not only for the
700,000 co-operators in the Punjab kul also for the 5 lakhs of co-operators in India.
1t any. one 25 years ago had said that in the short space of a generation you would
have in the Punjab 23,000 societies with 700,000 members controlling Rs. 12 or 13
crores of capital, one-third of which they own themselves, one would have been
regarded as an impatient idealist. But that is the fact to-day and that is the hope
for the future. ’

Mr. Basanta Kumar Das: Sir, in spite of what we have heard from Govern*
ment Members the justification for moving this Resolution will be found from the
facts I am now placing before the House. The Central Government never thought
of relegating this question to the provinces when it appointed the Central Bankin
Enquiry Committee. And we know the Labour Commission, the Agricultural Com-
mission and the Banking Inquiry Committee have all recommended various measures

to be undertaken by the Central Government and according to them hereditayy -

indebtedness of peasants ought to be abolished by law and that a special Rura]

Insolvency Act ought to be enacted. They further recommended that the Usurious -

Loans Act ought to be suitably amendcd in order to make the Courts declare an

rate of interest higher than six per cent illegal and to cancel all the illegal arrear);
of interest. The system of granting agricultural loans or the taccavi system of
advancing credit has been found to be a failure bringing misery to the a riz,ultu ists
as I shall presently show. It is not too much to plead, therefore, that it iu ht tni)e
radically amended. It is a legitimate demand that the Civil Proc;edure Codeg sect(i)ons
60 and 61, ought to be radically amended so as to abolish the detention ar’ld arrest
of civil debtors. The proposed Bill which is now before the House does not go far
enough. A minimum holding of the pcasant and also a minimum quantity of grain
ought to be exempt from attachment for civil decrees. Y

I put it to the House to consider whether the measures which have been adopted
are not half-hearted and dilatory. I, therefore, assert that most of the Provincial

Government have so far failed to take any timely action. Even those Governments

like the Punjab, the United Provinces, Bengal and Central Provinces and Assam
which have passed some legislation have taken such an unconscionably long time
that most of our peasants had to lose their lands in order to meet *he moneylenders’
demands. Even after passing legislation, the Punjab, Bengal and also Assam have
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been very unwilling to render effective help to our peasants. The Central Provinces
have pleaded want of funds for its failure to appoint sufficient number of Concilia-
tion Boards. The Madras Act is perfectly useless since both the creditors and debtors
have to agree upon the decision of the Board before it can be enforced. The Bombay
Government has been still flirting with a Bill for the last three years. A Bill in the
Assam Legislative Council is only under consideration and has been really drawn up
on the lines of the Madras Act. What is most needed immediately is the declara-
tion of a moratorium for three years. The enactment of an All-India enabling Act,
to help all the provinces to fall in line and to take timely action, to amend suitably
the Reserve Bank Act, the Civil Procedure Code, the Usurious Loans Act and the
Insolvency Act have all become an imperative necessity. Any more delay is danger-
ous. To talk any longer of this question being mainly provincial is to continue to
do grave injustice to the great millions of our peasants. To talk of the sympathy of
the Viceroy and Government of India for peasants, while refusing to do anything
substantial to relieve this great and cruel burden of indebtedness, is sheer hypocracy.

Mr. R. F. Mudie (Official : United Provinces) : The province which 1 myself
come from, the United Provinces. has probably done more than any other province.
But I wish the House to consider the problem that the provinces had to solve.
In 1930-31 they were faced with a situation of rural bankruptcy and most of their
legislation was naturally directed to liquidating and reducing debts. For instance,
the United Provinces passed six Acts. Four of these were devoted almost entirely
to the liquidation of debt, and the other two to the regulation of lending in future.
Just before the fall in prices the landlords’ debt in the United Provinces was about
55 crores and the total value of Zamindari fees in the United Provinces were valued
at about 470 crores. Even then it was estimated that between 5 and 10 per cent of
the Zamindars in the United Provinces were bankrupt. As soon as prices fell landed
property rose to about 12 or 15 per cent of the whole and many more were rapidly
pecoming bankrupt. The plight of the tenants was worse. The value of produce
of the United Provinces before prices fell was over Rs. 200 crores. It fell in six
months to 100 crores, and the debt of the tenants and small cultivators was practi-
cally equal to the annual produce of their fields. Probably 15, 20. or 25 per cent
of the tenants must have been bankrupt. It was natural in these circumstances that
the United Provinces Government and the United Provinces Legislature should con-
centrate on the Igiuidatoin of debt, and that was the same I think in all provinces.
But I submit, as Mr. Darling has pointed out, that the real problem has not yet been
gaced. Mere liquidation or reduction of debt by Encumbered Estates Acts, or Con-
ciliation Committees, or whatever other method you may employ will do no per-
manent good at all. In 1881 the Jhansi Encumbered Estates Act was passed and it
had no permanent effect whatsoever. In 1903 another Encumbered Estates Act had
to be introduced and it had to be followed by the Bundelkhand Alienation of Land
Act. The real problem that Provincial Governments have now to face is not the
amount of debt—if that amount had been lent productively the state of India would
have been different from what it is to-day—nor is it necessarily the growth of the
debt. The real problem is the nature of the debt. There are two important aspects :
One is the large amount of money that is lent for unproductive purposes, and the
other is the very high rate of interest charged on productive loans. In the United
Provinces the Banking Enquiry Committee found that two-thirds of the debt was
porrowed for unproductive purposes. In the cases of tenants and small cultivators
only about one-third was unproductive, but in the case of the larger zamindars the
unproductive debt was about 90 per cent. As regards the rate of interest on pro-
ductive loans the rate in the Agra district, when I was there, in 1929, was over

al
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22 per cent, I mean the average rate. The maximum was about 3714 per cent.
How to curtail one kind of borrowing and at the same time encourage the flow of
capital at a reasonable rate of interest into another very similar channel—that is
the problem.

That is the problem and as Mr. Darling, has said, the methods of solving the
problem are well known. They are co-operation, land alienation Acts, the forma-
tion of land mortgage banks and of banks dealing with short-term agricultural
credit. I do not wish in any way to deprecate what has been done about the co-
operative societies but I naturally take a slightly less rosy view than Mr. Darling.
In his province, largely due to his efforts, co-operation has been, I understand, a
very great success. In the United Provinces where conditions are different, and
the land tenure is different, it has not been such a success. I would not like to
put all my money on the co-operative house in the United Provinces. Another
obvious remedy is a land Alicnation Act. I have no time to deal with the possibi-
lities of such an Act. The forms of restriction that will apply to one part of India
will not be suitable in another. The Bundelkhand Act is based on the Punjab Act.
It works fairly well in Bundelkhand but every one has agreed that though a res-
triction may be advisable in the United Provinces, the Bundelkhand Act cannot
be transplanted verbatim across the Jumna. As regards Land Mortgage Banks, the
action of Government must depend very greatly on the conditions of land tenure.
Land Mortgage Banks might help a few zamindars in the United Provinces, about
300,000, but it would not touch the problem of financing the cultivation of 6 million
cultivators. If you have a ryotwari settlement or a zamindari settlement as it is
in the Punjab, land mortgage may he useful but it is not going to help the United
Provinces. The United Provinces problem is the most difficult of all.

Solutions have been attempted in various countries. I would only recommend
those Members who are interested in the subject to study what has been done in
the United Kingdom by the Agricultural Credit Act, 1928, and to what has been
done in Egypt by the Agricultural Credit Bank. These obvious remedies, although
they may be examined by each Local Government will have to be applied in differ-
ent ways by different provinces. While therefore hoping that the Resolution of
this House will encourage Local Governments to examine this fundamental problem
in relation to their own circumstances, I cannot support the appointment of a com-
mittee.

The Honourable Sir Henry Craik :—I do not for a moment regret that the
Resolution has been moved ; still less do I regret any of the speeches with which
it has been supported, but I must say that the arguments in favour of the appoint-
ment of a Committee strikes me as singularly jejune and wanting in reality. Some
of the speakers have really seemed to be extraordinarily ignorant of what has
already been done to try and tackle the problem of rural indebtedness. They
seemed to be quite unaware that provincial Legislatures have passed some twenty-
five to thirty Acts on the subject during the last two years and that somewhere
about twenty-five more bills are at this very moment under the consideration of
provincial Legislatures. These measures deal with a number of possible solutions
of the problem. All these measures have been either introduced or greatly inten-
sified in their action within the period of the last two years. But neither the
Government of India nor any Local Government is at the moment in a position
to say which of these measures, taken singly or in combination, affords the best
solution of the problem. But that these measures have accomplished a great deal
already, I have no doubt whatever. The position seems to be now that, although
there is this immense burden of debt on paper hanging round the neck of the
peasant at the moment, so far as I am aware, nobody is trying to recover either

"\
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the principal or the interest with any success. The debtor is not paying because
he has not got the money to pay and the creditor or the great majority of creditors
are not trying to recover because they know that they cannot recover. Thus there
is, in effect, what is really a moratorium. The bulk of this debt is at the moment
in a sort of frozen statec. I do not say for a moment that it is not a great evil
because it hangs round the cultivator's neck like the old man of the sea hanging
round the neck of Sindbad the Sailor. No doubt, when prices improve the cre-
ditor will again bring pressure to bear on the debtor. But at the moment the
thing is mostly on paper and there cannot be the slightest doubt that the money-
lender has to a grecat extent abated the traditional rapacity of his profession. The
figures quoted by Mr. Darling are the best illustration of that that I can think of.

These various legislative mcasures have been introduced by Local Govern-
ments in close consultation with the Government of India. We have asked them
to let us know as saon as they are in a position to do so what they consider
their effect has been and to give a most careful appreciation of their effect on the
debt situation. Such replies as we have received are mostly to the effect that
it is still too early to give considered appreciation, but so far as the situation
can be appreciated, the cffect has certainly been favourable. There has been,
of course, a considerable drying up of credit, but that perhaps is not a bad thing
and certainly, as I have said, the moneylender is less rapacious and less insis-
tent in his demands.

In my opinion, if such a Committee were to be appointed, it would prove not
really a help but a positive embarrassment to Local Governments in their handling
of these problems. Six months hence, when provincial autonomy is introduced,
Local Governments would be perfectly entitled to say to a Committee appointed
by the Central Government wandering round the provinces and making inquiries
into what would then be purely provincial subjects. “We do not want you,
kindly get out. We have already got all the information we want. We have
already got our Legislature elected, mind you, on a far wider franchise than this
House. We have already got our Legislature which is perfectly competent to
deal with these problems. You are only getting in our way ; please stand aside.”
1 am quite confident the autonomous Provincial Governments would take that
view and would consider this Committee more a hindrance than a help. Further,
even if it were for the Central Government to deal with this problem—and I do
not say that in certain circumstances certain remedies might not have to
be applied from the Centre,—we should not want a Committee to help
us to decide on such remedies. We have enormous amount of informa-
tion at our disposal. We are already very well aware what the problem
is and we are in a very good position without the assistance of any
Committee to decide what are the best remedies to be taken if it is to
be decided that there must be some remedy to be applied from the
Centre. So, I submit that there is nothing to be gained by appointing a
Committee. Let the House recognise that not only has the proposal so far been
tackled by Local Governments but that it is at the moment being tackled by the
Local Governments and that when Local Governments, a few months hence,
attain complete provincial autonomy on these subjects, they will not thank us
but, on the contrary, they would probably be rather unkind to any Committee
that we may appoint. Therefore, let the House give its verdict, if the Honour-
able the Mover wishes to press his Resolution, against the appointment of a Com-
mittee.

The motion was pressed to a division and it was carried, 74 voting for, and 41
against.
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THE FOURTH BOMBAY PRESIDENCY CO-OPERATIVE BANKS’' CONFERENCE,
BOMBAY

29th and 30th August, 1936

Extracts from the proceedings re: Land Mortgage Banks.

Dewan Bahadur C. M. Gandhi, in the course of his Presidential address made
the following observations on long-term finance :

Among the questions that await us at this Conference there is one of long-term
finance. I have my definite views in the matter. I do feel that you ought not to
foster one movement at the expense of the other. The indcbtedness of the presi-
dencv is very large. It is about 100 crores and whatever may be the resources O
the Land Mortgage Bank, I feel that they would not be adequate to meet the needs
of all people. There is one thing, why should any undue preference be given to a
new body which has not worked and shown its adaptability in preference to onc
which is already working. It would not be safe for a Central Bank to embark upon
long-term finance on a wholesale scale, but so far as its reserve fund and share
capital are concerned it can finance on long terms safely. Secondly, what is the
other objection. The other objection is that people working in the Central Banks
have not got such capable and experienced men as the Land Mortgage Banks have
in respect of long-term finance on mortgage of lands and they are likely to fail
Government at one time promised and promised definitely that in order that the
scheme may be launched well, they will be prepared to give us experienced officers
as Land Valuation Officers as persons qualified to decide and investigate titles for
3 years free of charge. That was a promise given by the Government even in the
leaflet announcing the formation of the Land Mortgage Bank. Government definitely
went back upon it and have now given as Land Valuation Officers persons who were
only a few months back mere clerks in the Departmental offices. If that training
is enough then certainly I have no complaint to make. But if land mortgage finance
is really a difficult task then whatever may be the training of a man in the Assistant
Registrar’s office surely, it cannot stand in comparison with that of persons in the
Co-operative Banks who have worked for years.

We want to benefit the ryots by giving them money at a comparatively low rate
of interest. And hence, the Central Banks shall not advance money at a rate higher
than that of the Land Mortgage Bank. There will be restrictions which nobody
will grudge. Land Valuation Officers selected in the manner stated above very often
have less idea about valuation than those working in the Co-operative Banks and
in this circumstance in case of loans for Rs. 500 or Rs. 1,000, ordinarily an expense
of about Rs. 10 is incurred. I remember a case wherein the Valuation Officer
strongly certified in favour of the repaying capacity of a man. When I was able to
place before the Land Morigage Bank in Surat the record of that man with the
Central Bank, the Bank rejected the proposal as there was no good ground for
believing that the man was able to pay. This happened because a member of the
Central Bank happened to be on the Land Mortgage Bank. Now, as you are
representing all different districts you will be able to express your opinions on the
subject and we shall have an opportunity to know the official view also on the
subject. Then the Conference will be able to adopt the true procedure to be taken.

Chairman :—We shall take Resolution I(vi): “This Conference is of opinion
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that the restrictions placed by the Registrar on the District Central Banks in the
matter of long term finance to affiliated societies is an encroachment upon one of
their legitimate functions and, therefore, it recommends to the Registrar to recon-
sider his decision and permit the District Central Banks to do their legitimate busi-
ness.”

Mr. P. T. Parikh (Surat) :—The Land Mortgage Bank is started to provide long-
term finance to the agriculturists. Very recently, the Registrar in a circular letter
has placed certain restrictions on the Surat District Co-operative Bank, and I believe
similar restrictions have been placed on other Banks also whereby Banks cannot
take any business of long-term finance above 6 years and restricting to the amount
of Rs. 500 only. So far as I understand this Land Mortgage Bank is started for two
purposes, namely, redemption of old debts of agriculturists and necessary finance by
providing capital for agricultural purposes only. This is not possible unless the
agriculturist or the farmer is made to balance his budget. However much reduction
in interest you allow him, so long as his income is small his expenditure and debts
are bound to increase.

If their debts are reduced at present they will soon pile up. So far solving the
problem of increasing the farmer’s income the fundamental principle is to teach him
arow to balance his budget. The Land Mortgage Banks are started for two objects
srimarily. Besides these, there may be a number of other items for which advan-
ses are being made.

These restrictions, so far as I understand, have been made on complaints being
nade to the Registrar by some Primary Land Mortgage Bank. I feel there is no
ground for any such complaints being made. District Central Banks are primarily
started for financing agricultural credit societies, Taking for granted the Land
ortgage Banks are ready to finance them, what is the security on which the Dis-
rict Central Bank should be called upon to make advances to these agricultural
redit societies for the current needs for their agriculture ? In a majority of cases
vhere there are a number of credit societies you will find that their debts are
arger. What is the security of many of the village credit societies? According to
ny understanding this is a fundamental blow to the structure of the village credit
ocieties and the advances already made by the existing District Central Banks.

Co-operation has not reached all corners of the rural areas. We find that in-
lebtedness has increased. We want to attract more and more farmers to our fold.
‘or a workable formula it would be better that the Land Mortgage Banks may
dvance monies to the farmers whose needs are larger and the District Central
janks might be allowed to finance small amounts to farmers. Rs. 100 crores is the
»tal indebtedness of the farmers. How then can the small amount of debentures
ranted by the Government meet all their needs? The scope is very great.

The Chairman in his opening speech pointed out that the delay in making these
dvances is considerable. That is not the only cause. The expenses are greater.
iistrict Banks are faced with large surpluses. If they are not permitted to do this
mg-term finance then will they do? I do not think, if the assets of the mem-
ers of the village credit societies are to be mortgaged to the Land Mortgage Banks,
ie District Central Banks may be well advised to advance monies to the Credit
ycieties. In cases where societies have gone into liquidation, the members begin
y pass away their lands to their relatives in order to avoid their liabilities. It

ould be something like aiding the scheme and the credit of the society falls. If
e want to retain the village credit societies and the whole structures of co-opera-
ve credit societies, District Central Banks should not be prevented from under-
king long-term finance. I think that the District Central Banks that have been
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managed for the last 25 years and morc and have established sound management
will certainly see before they launch upon a scheme for long-term finance. 1t is
for them to save long-term capital. If they do not do so, then the Registrar will
point out that they cannot advance long-term loans, as they have no secured long-
term capital. In the light of this remark I have already made, I think you will
all agree with my proposition and accord your support to it.

Mr. J. B. Mardhekar (Bombay) :—Before I proceed to discuss the points raised
by the President and other spcakers, I should like to give you an account of the
Provincial Land Mortgage Bank with which I have been connected. The same was
started in December last. It was requirced to raise share capital which was open
1o the public. Prior to this, the Co-operative Department started Distriet Land
Mortgage Banks in other districts. Out of 13 District Banks, 12 have adopted the
model bye-laws and one has not for reason best known to that bank. At present,
13 banks are working. The Provincial Land Mortgage Bank has also started work
from about February last. Until now we have reccived from Primary Banks, ie.,
District Land Mortgage Banks, various loan applications numbering to about 300.
We have disposed of 281. Some are rcjected and some are granted loans. The
amount of loans sanctioned is about Rs. 1,82,000, while the applications amount to
Rs. 4,80,000. At present this amount is advanced out of the share capital. We are
still receiving many more applications and we hope that they would be soon sanc-
tioned and we shall be able to float the first series of debentures of Rs 10 lakhs and
we require the assistance and hearty co-opcration of making the debentures a suc-
cess.

The Primary Land Mortgage Banks have been working most satisfactorily. We
have received the applications with necessary details about the documents of sales
showing title and interest of the borrowers. As a matter of fact we find from annual
reports that we have received from the Primary Banks that there are several applica-
tions. Out of the large number of applications received they have rejected several
applications. Monies are always wanted but the applicants have either no adequate
assets or repaying capacity. They themselves have rejected several applications and
all those that have come to us are almost accepted and our Committee has rejected
very few out of them, showing thereby that most of the Primary Banks are very
careful and try their level best to see the applicants who are not able to pay higher
interest rates. It is not claimed that these banks will help all. It is one of the ways
in which those who have assets but find themselves in a difficult situation owing to
the depression for the last several years and the low prices might be benefited by
this scheme. It will be interesting to know that as a result of the operations we
have found that those who have applied have secured a reduction of 19 to 20 per

cent of the total debts as a result of the Conciliation Boards established by the
Primary Banks.

Something was said by our worthy President yesterday about the inexperienced
Land Valuation Officers. I have not taken any brief from the Co-operative Depart-
ment to justify these appointments. As one connected with the Provincial Land
Mortgage Bank as one who has to scrutinize the loan applications from page to
page I say that these Land Valuation Officers are very satisfactory and do good work
and so far as my information goes several of them are permanent employees of the
Department. They have served for several years in the Depart: .ent and they were
taken up at the time when they were on the point of being appointed as higher
officers. They have been properly trained. It requires a good deal of knowledge
of local conditions and to understand the different soils and particularly during the
last several years of depression in several cases we found that there were very few
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statistics on which we could rely. Therefore, T say that it is not correct to say that
these officers are raw or inexperienced ; at least we have not found them to be so.
I find that they have been doing their work quite satisfactorily and we have had
very few instances to the contrary.

Now about long-term credit about which my friend has written a long note and
has found fault with the Co-operative Department for setting restrictions on long-
term finance being made available by the District Central Banks. Ia this connec-
tion, I would point out one or two considerations which deserve serious considera-
tion. It is well known to you all ihat this question has been engaging the attention
both of Government as well as Co-operators for soveral years in the past. Co-ope-
rative societies whether rural, urban or Central Banks have in the past always
catered for short-term finance and for the day to day current needs of societies.
Most of the deposits are current in the banks or are fixed for a year or two years.
The working capital mostly consists of these. Under the bye-laws, these District
Banks are intended to meet current needs and not to engage in long-term finance.
Where these banks have undertaken long-term finance they have found themselves
disappointed. This you will find from the heavy arrears that have been there. This
is particularly due to the valuation not being properly made. The short-term loans
have been renewed from time to time, and though not on paper, in fact they have
become long-term finance. The repaying capacity of the borrower has not been
properly assessed and they have remained in arrears. Was it the proper function
of these societies to go in for long-term advances? You may say, “Though our
working capital mostly consists of such deposits, we have got the reserve funds.”
True, you have the share capital and reserve fund but are you sure your credit will
not suffer in case you utilise your money in such long-term finance ? Supposing
there is something wrong with your management, what will happen ? 1If the reserve
funds are appropriated in order to make available long-term finance there will be
no liquid assets to meet any contingency. About financial matters you know that
in 1931 when the Pound went down the Government loan of even 6% per tent could
not be sold. Such things have happened and they might happen in future. The
present rate may rise and it may have its repercussions on the mentality of the
depositors. Suppose if they demand money what shall we do, how shall we pay
them ? Therefore, in the interest of the District Banks it is desirable that they
should keep the reserve funds in liquid assets. The improvement in the financial
structure to meet long-term needs has engaged the attention of the Government and
Co-operative Departments from time to time. There were two conferences of Re-
gistrars which considered this matter. The whole question came in for review by
the Banking Inquiry committee from whose report I shall quote the following :—

The Provincial Land Mortgage Corporation will be an institution entirelv separate
from the Provincial Co-operative Bank. While short-term and intermediate credit
would be dispensed by the primary credit societies with the help of Central and
pProvincial Banks, long-term credit would be provided only by Primary Land Mort-
gage Banks with the help of a provincial Land Mortgage Corporation. We are de-
cidedly of the opinion that the Provincial Co-operative Banks should not function,
except as a temporary measure, as Central Land Mortgage Banks for the province
and that there should be separate organizations of the kind we have proposed.

Then we have got the report of the Land Mortgage Committee, on which my
friends Mr. Mehta, Prof. Kale, Mr. Murdeshwar, Dewan Bahadur Mulji were all
there. This Committee consisting of all those very eminent gentlemen came solidly
to the conclusions which are referred to in para 14, which 1 read for your informa-
tion.
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& . . . .
o W’Ii'il}t: C}!lo-operatlve Credit Societies have been unable to cope with this situation
con,fer t e‘short-term resources at their command they have not been able tc
appreciable benefits or to release the grip of the money-lender over the agri-

culturist. Until short-term it i
! - credit is buttressed by long-term dit, i
tively tackle the problem of rural indebtedness.” # erocit. 1 cannot effec.

This is the conclusio i
n a i isti i
person rrived at by the Committee consisting of those eminent

. Yc:u w111' thus see from the quotations from the Central Bank Inquiry Committee
port that it was the expert opinion that there should be two distinct organisations
and not one with two distinct fields of operations. Land Mortgage B‘mks - ll'(:m
are constituted do not harm the Central Banks in any way. The d(o tas o
short-term deposits. Long-term deposits will be by way of debentt}x,res " ; Cc?pt
the sanction of Government. There is no intention of the Land Mortga rallSBe kWIth
encroach on the field of the Co-operative Banks. And we wish og g‘l3 i
croach 1-1pon ours. You say that you have surplus funds. I may .poir}:t l(;u: :h“;’th““‘
are various ways and fields still open to you. If you tackle the probl ? ﬁt e
cing the marketing of agricultural produce, you can utilise your surpl o 0' o
help poor down-trodden agriculturists. rPius capital and

Practical men will agree that there should be no waste of energy and time and
there should be no undesirable conflict of interest. If the Registrar r};a; be l21110;‘:(:(1
to fix up a maximum rate of interest and the Primary Banks and District Bank:
zl’:o:ldtl}):'? allo\fm:;l1 tokco;npete what will be the result ? They do not accept deposit:

nything o e kind. The business in the enti istri i
and has been definitely decided by experts that t}::ied;;t;]ﬁtd };:l: ::rfu:x':s:f}rtamed
type of organisation operating in one field, another in another field. Of cal v, our
.efforts are complementary. Let us work in co-operation. Land Mo;‘tga (1’31“5;- re
in an experimental stage in the districts and let us see what work thge{; dznb:ff;::

we start considering other meth i i
we st ethods which are likely to lessen the usefulness of these

A majority of the current needs of the farmers are me i
Move‘ments in America and Europe. In India, we have to tsebey vﬁﬁt}i‘l‘ﬁlﬂf}:lw
functlf)ns are taken up by the co-operative societies. It should be left to th e
age.ncms which are properly constituted to look to other functions. Out of }f Other
agricultural produce in India of 1,200 crores, we may take that 260 croro e otal
produce is for exporting purposes. What have your co-operative soci t?S worth of
fetch a maximum amount for the remaining produce ? toties done to

flmdIst 1xrs1 i;xqsltlcl)g'nirsz for i;):ne of the Banks to invest their share capital and reserve
ets. present there are large surplus funds lving i
were doing long-term business because o o e
there was not all al i
Now that these Land Mort i e el
gage Banks are in the field the i i
- . y need not come in their
%z;};.te ‘(Ileo ope;atwe. banks have not advanced monies for long-term advances.
e andr :ro. uce1 1: tatl;en for marketing is a security for their advances. It is more
usinesslike that we should look at these Land M i i
» . . ort
so f;; missing in the co-operative movement. gage Banks as o link
T, j i
resolutior}s" 1‘; Rajadnya (Aitwade Khurd) :—My reason for my supporting this
resoluti 1; ue to my own experience of a Primary Land Mortgage Bank. How
haveybe:m qu are we able to finance every year? You have two answers. You
e P t:tea ; to finance 300 members in a year, or say six months. When our
st bls that an agency has come into existence, is it going to take up the
problem at once? We have got only two men at the Land Mortgage Bank
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and it is not possible to dispose of 300 applications in a year. We have got more
applications than we could dispose of.

Another concrete instance : One man wanted long-term finance. He wanted to
dig up his well. If he had waited for a loan being sanctioned by the Land Mortgage
Bank, he would have been disappointed. The Provincial Bank was allowed by the
Registrar and fortunately the loan was granted by the Provincial Bank and the man
was helped. Those Banks which have long-term capital should at least be given
the power to advance long-term loans. At least for the next 5 years it is not pos~
sible for the Land Mortgage Banks to meet all the demands. I do not think there is
any fear of any unfair competition and the District Central Banks also should be
allowed to lend long-term finances.

Mr. K. M. Thakore (Broach) :—Short-term loans and long-term loans are not
still defined. I do not understand why they should oppose it. So long as these
terms are not defined the question does not arise at all. The land mortgage bank is
in existence for the last six months only. You do not know the figures of the appli-
cations. I am not able to give the figures of my own district. 1 have, however,
got the figures from my friends at Kaira. There are 150 applications pending.
There may be more at Broach as it is an old one. In view of the fact that only
300 applications have been disposed of within the first six months it shows that there
ig some link missing.

Mr. Mardhekar :—We could not dispose of more, because we had not got more.

Mr. K. M. Thakore :—We have men from each Taluka, men who know their own

soil better. In our parts, Deccanis arc favoured in this respect. He may be some
man coming from Sholapur. Such Land Mortgage Officers who hail from outside
and who have got some experience from college studies may be of less help to our
side than a man with many years experience in our own Taluka. They are better
judges of the soil of their Talukas than the outside gentlemen, coming from the
Land Mortgage Bank. There has been enough capital at the Central Banks which
can be given for the long-term needs. If the Central Banks have heavy arrears
from the long-term credits, so also the Land Mortgage Banks will have the same
amount of arrears at the end of so many years dealings, because they are of the
same type. It would not lic in the mouth of any speaker to say that they would
not be in arrears if they are debts of Land Mortgage Banks. Then it is inquired
whether there is any security for the loans taken by the agriculturists from the
Central Banks. About the securities the Registrar has laid down the rule for the
same. If the Land Mortgage Banks find better security why can not the Central
Banks also find better ones?

Mr. K. S. Firodia (Nagar Central Urban Bank) :—I rise to support the proposi-
tion moved by Mr. Parikh. Our friend Mr. Mardhekar wanted to say that the pre-
gerves of these two departments should be kept apart. Are we interested to keep
our preserves or to help agriculturists? What would be the degree of competition ?
One argument is advanced, that tHere should be competition. I say the competition
would be in reducing the rate of interest. For whose benefit are we trying to exist ?
We exist for the benefit of the agriculturists. But all along we are trying to keep
our own preserves. Poor agriculturists who are really suffering should be really
helped by such a reduction in rates.

Our own money in the shape of share capital can only be given as long-term
loans. The deposits which we receive from others as deposits, we are as much
careful to keep the same as deposits elsewhere. Hence, this restriction put up by
the registrar should be removed and both these departments should be allowed to
work in their own fields.

2
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) Prof. V. G. Kale :—I find a difficulty for myself in coming to a definite conclu-
sion. In the first place, the complaint seems to have come forward from the Surat
Di.strict Bank. I should like to know whether simliar complaints have been re-
ceived or are being made by other District Central Banks or not. At least I find
?hat there is no such difficulty experienced in Poona. The Central Bank in Poona
is not very anxious to go in for this long-term business but on the contrary we
have tried to see that this long-term business is taken up by a body which is con-
stituted for the special purpose.

Secondly, so much has been heard about the different provinces and conflict-
ing fields of operations. The Registrar has allowed many Central Banks to de
business, which legitimately it is not allowed to do. Certain Central Banks have
requested the Registrar to permit them to do type of business for which the
Central Banks have not been intended. These provinces are deliberately cut off
from the point of view of theory. If Central Banks are being allowed to do the
business of lending to individuals, really speaking the Central Banks have illegiti-
mately encroached upon the province of the Urban Banks. The Registrar and these
Banks have found it necessary to keep for the Banks an additional outlay for the
investment of their money. Though apparently interests are conflicting they have
to be reconciled.

Thirdly, we are all talking of the long-term credit being organised efficiently
and systematically. We have understood the difference between short-term credit,
intermediate credit and long-term credit and also no-term credit (because the loans
are not to be returned at all in the last case)! Short-term credit if not repaid in
time would lead to be intermediate credit and ultimately it is changed into long-
term credit and eventually if it is not at all repaid it changes into no-term credit,

Chairman :—Will you please fix the number of years for these different terms
of credit.

Prof. Kale :—Short-term credit is that which is for one year. Intermediate
term is 3 years and beyond that long-term. Special provision is necessary for
the so-called long-term credit. In all countries it is agreed that a special depart-
ment for meeting the long-term credit needs of the agriculturists is necessary.
There is an agreement in all countries that a distinction ought to be made between
all these 3 or 4 types of credit. Having arrived at this agreement, the question
remains how to organise this long-term credit.

You cannot say that the Land Mortgage Banks are not fulfilling an essential
purpose of the Co-operative Movement. As a general system there is nothing
wrong in establishing separate Land Mortgage Banks. The Land Mortgage Banks
established in various districts may not be in a position to meet the wants of all the
persons. That the bank is incapable of meeting the needs of the agriculturists is
not a sound ground for making a departure. It can be remedied by starting two
or three banks in order that the whole field should be covered. First, you have to
establish that the Land Mortgage Banks are unable to meet the wants of the whole
district and if there is a large number of cultivators in need of long-term advances
then an additional bank can be established in the district.

The next point I want to refer to is the ficures that are quoted with regard to
the indebtedness of the cultivators. The indebtedness of the whole province
amounts to Rs. 100 crores. Can you come to a conclusion from these figures that
they are all secured properly. Is all this indebtedness going to be absolved by the
fiepartments? It is impossible. Out of these ihere might hardly be Rs. 30 crores
nolding proper security. It is impossible to remove all the indebtedness. We have
to advance monies at a certain ratio of the assets.
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The questions are, whether the Registrar has created difficulties in the per-
formance of legitimate duties of the Central Banks, whether the present difficulty
is a difficulty temporary in character, and if the scope of work of the Land Mort-
gage Banks is not covered with 2 or 3 years then it will be time to start one or two
more Land Mortgage Banks and if even then it is not a satisfactory solution of the
problem then will be the time for the District Central Banks to come forward and
take up the work themselves. I would be the last man to say that the difficulties
of the Central Banks should not be taken into consideration but as interested in
the general interest of the cultivators I have placed my views before you.

With regard to the competition between the Central Banks and the Land Mort-
gage Banks, even a Central Bank if it takes up this business will have to detail off
some of its own officers to do this special duty. So, expenses will have to be in-
curred for this. I do not want to say that the Central Banks have no competent
people. The Central Banks will however have to employ an agency for the pur-
pose and though a man is employed from amongst the staff really the cost is there.
To-day probably the Central Banks may be in a position to advance money at 6 per
cent. or 5% per cent. When you are lalking of long-term credit, you are talking of
giving credit for 15 or 20 years. Is the Central Co-operative Bank going to assume
its responsibility of going in for the term of 20 years? Then I am taking into consi-
deration the repaying capacity of the man. We have to make 20 instalments in
certain cases. The long-term deposits will be withdrawn and you will have to pay
higher rates of interest on the deposits, then you will have to charge people not
8 per cent. but 10 per cent. In case of the debentures we have got the facility that
the rate of interest is fixed in advance.

I do not think that we should talk of confiict of interest between this type of
Bank and that type of bank. If it is established that the Land Mortgage Bank is
not able to perform the duty taken up by it and the Central Banks could do it
petter then I will be the first man to support the resolution. But in view of my
present knowledge of what is happening in the Presidency I am very unwilling to
support the resolution to-day.

Rai Bahadur Tharumal (Karachi):—I am against this proposal on these
grounds. The question of surplus fund has been put forward. Every Bank has its
surplus fund. It is really a problem with some of the Central Banks but the ques-
tion is which is the surplus fund. You have to recognise that each and every
pank has to provide for fluid resources.

Suppose there are Rs. 40 lakhs to be provided and still there are 10 more. Now
out of these Rs. 40 lakhs which have to be provided, there is a share capital of
Rs. 25 lakhs, Now are you going to give on long-term cerdit out of this sum of
Rs. 25 lakhs as share capital and reserve fund ? There is a surplus of Rs, 15 lakhs
remaining with you. It is only these Rs. 15 lakhs that you can invest. It means
that there should be a demarcation, and apart from this I ask, whom are you going
to finance with this money ? The money is to be invested in agriculture and you
know the result. All the loans are long-term loans and the Registrar is here to
protect the interest of the public and it is in the name of the Registrar chiefly that
more deposits come to the Banks. If there is a long-term investment at any time,
there might be a war and the rate of interest would increase. Bhaibandh Banks
have commercial class of people and they know how to conduct their business pro-
perly. Two years back they declared a good dividend, and in a short time they
have a good income, but they went on wasting thier loans and they ultimately
became long-term loan instead of short-term and they came into difficulty. The
Registrar has all along in his heart to help our banks and the welfare of the
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movement. If he finds that they are in difficulties he is certainly going to help them
all. Hence, I appeal to you not to go in for long-term loans but if there is any
particular difficulty, I am sure the Registrar will come to your relief, but you need
not make a general condition for which I beseach you cone and all.

Mr. K. R. Ambegaonkar (Bombay):—I wish to add a few remarks especially
in the light of my experience at the Reserve Bank of India for the last 114 years.
My work has been made easy by Pro. Kale. He has put forward a view which I
think any banking institution should be able to follow. We started the co-opera-
tive Movement in this country without any distinct idea about short-term and long-
term credits. At that time it was not so very clearly realised that long-term and
short-terms could be so distinct. We cannot get away from the fact that it is not a
sound business to do long-term business with short-term capital. After examining
the experience of other countries we have now opened a separate institution with a
separate and long-term capital with long-term finances. The resolution is wcrded
in such a way that it would actually mean that the Registrar has stopped the Cen-
tral Banks from doing their legitimate business. It is not their proper function to
allow long-term business with their short-term capital. What I want to say is that
all the commercial banks which, of course, do some kind of business have share
capital and reserves and deposits. If any commercial bank starts on arguing like
we do, it will probably find its doors closed soon.

I say that other commercial banks will never advance this kind of ground for
long-term advances. I think this question should be looked at from a realistic point
of view, but not from that of rivalry. We thought out the whole thing and decided
how it could possibly be workable and how to organise Land Mortgage Banks. In
my opinion it will be a rash thing for a gathering of distinguished people like this to
assert that the whole thing was a mistake and it would be proper to transfer the
business to the Central Banks. The Land Mortgage Banks would have been estab-
lished on special lines. Why is finance to be provided by floating debentures?
When you must take a long-term loan for 15 or 20 years you will always find that
the rates are likely to go up in future. You will find that you are getting involveq
in a long-term advances now without having any stable resources. When Suppos.-
ing there is war in future and there is rush on deposits there is sure to be trouble
I do not think that any Bank will keep all its resources liquid. After 2 or 3 year;
when the conditions might be different you will find yourself in a fix. Ag comin
from the Reserve Bank I think that a Bank which has got a short-term capita?
should not get involved in long-term advances. There is another angle from which
a speaker has raised the question. Land Mortgage Banks cannot meet all the
requirements, and therefore some other agency also should be allowed to take a
hand in that business. But then what of short-term credit needs?

It has been definitely stated in the Banking Inquiry Committee Report that the
total amount of the loans required by the farmers of this province during a year
am?unt t.o Rs. 32% crores. Rather than getting involved in long-term advances
W}.uch might probably put them in a more embarrassing position when the rates
ml.gh.t go up, they should advance monies for agricultural operations. I think that
this xs enough field for the Co-operative Banks to utilise their monies. I realise
the difficulty in that case as we cannot ultimately depend upon the honesty of the
persons and we require some sound security. At present in Bombay there is a sort
of ch:.arge which in practice amounts to nothing, because if a man steals away his
crop in the night then you have no further relief. A man must pay in the pro-
ceeds of the crop to his creditor. If that is not done it is a criminal offence under
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the Agricultural Credit Act in England. In England, this offence is punished with
3 years' penal servitude. In a country like India this sounds too harsh, but I sug-
gest that such offences might be punished with 3 months’ simple imprisonment. We
might not allow prosecution unless it is sanctioned by the Registrar or some other
person authorised in that behalf. I propose the introduction of some such agricul-
tural charge to facilitate short-term credit operations. This is necessary because
we must realise that in India there are lots of places where securily of land does
not exist, that in many places even the co-operative banks do not get land.

These two institutions if they work in co-operation properly the debts ol the
co-operative banks which have become overdue could be transferred to the Land
Mortgage Banks. They can only be recovered by spreading out in long-term in-
stalments.

We must work on banking and business lines and if you accept the conclusien
to which economists of this country and other countries have come, then you must
also come to the conclusion that it is not a legitimate concern of the Central Co-
cperative Bank to enter into long-term financz. And it will be a gross mistake on
the part of this Conference to pass such a resolution which is opposed by wise men
of our country as well as those of foreign countries.

Chairman : —I want to make the ground clear. Initially the Central Banks were
allowed to lend money to both individuals and societies, then an idea rose in the
minds of certain co-operators that the functions of the Central Banks ought to be
confined to lending monies to cultivators. Now, another idea has been brought
forward. It may be a very good idea, and when Prof. Kale advocates it with the
high authority he naturally commands we have to accept that long-term business
ought to be done by Land Mortgage Banks, which have got long-term capital. But
I do not understand why there is so much hurry. Why is the Land Mortgage Bank
not allowed to do its work in order to assert its superior authority ? The central
Banks want to do the business which they have done in the past. Their monies
have been spread over 10 years in the past under certain circumstances. Ask the
Central Banks to back out from the present position. Why do you want to restrict
us even to 3 years?

" Old is often gold and younger people have no proper idea of the growth of our
organization. For a time it was the Departmental idea to support the People’s Bank
and now the Departmental idea is to encouragz Land Mortgage Banks at all cost. It
may be that more competent people might have decided that long-term business
should be done by the Land Mortgage Bank. Why should the Land Mortgage Bank
restrict their term to 20 years and not allow the Central Banks to try to recover
their monies by longer instalments. Why should the Central Banks not be allowed
to do business with 5 or 10 years’ instalments ? So long as the Land Mortgage Bank
is not properly established, so long as it has not got all the funds necessary to meet
all the demands why should you prevent the Central Banks from doing the busi-
ness which they have been doing now ? You can restrict the business to loans re-
payable within 10 years till the position of the Land Mortgage Bank is properly
secured.

Mr. K. L. Punjabi (Registrar) :—Before I proceed I should like to point out
that the resolution says that the Conference is of opinion that the restrictions placed
by the Registrar should be removed. I have not been informed as to what restric-
tions have been placed.

Mr. Parikh (Mover of the resolution) :—The restriction is up to 6 years and
Rs. 500.



710 THE INDIAN CO-OPERATIVE REVIEW

Mr. Punjabi (Registrar) -—The mover of the resolution has not stated the res-
triction in the resolution and what he wanted to do. It is said that you have your
surplus long-term resources. In this connection you will remember that I addressed
a confidential letter to all Central Banks to conduct a detailed enquiry as to their
long-term resources and commitments. Long-term advances, I define as seven
years and over. Details have been worked out and supplied to me and I am in a
position to inform you that no Bank is suffering from surplus long-term resources.
As ag.ainst this you have to set off your commitments with liquidated societies, your
commitments already in respect of long-term luons, and also by expericnce you have
to set apart a part of your outstandings as frozen. The assumption that the Central
Bank's are suffering from a plethora of long-term funds is not borne out by the
;;u;mry which was conducted laboriously. The experience is most unfortunate.
yec;its o:n:le:hoew;irx:\ixtei fa:; r:‘r; z;zs:;zctw (;fs tS}:)e(') long-.term loar.xs. The period was 7 or 10
ties it is found that th . ané 1n other It was 750. In most socie-

he overdues have occurred in respect of th long-
advances. The precautions taken by the Land Mor b ose ong-term
b origage Bank at present are not

taken in the same manner b
y the Central B ; : -
that the legal titles ete., were not properly a“ks-. od b poticed in several districts

nd Mortgage
term demands, |

I say that the field is so vast that i i

Central Banks whom you may certi[yt}tl: rsolst:i(; Ezc?ssxty of preventing the. district

7 siness on long-term capital and
on the terms ard conditions on which the Land Mortgage Banks are doing business.
My point is that when the field is vast it is no use preventing an agency that can
do a similar type of business on terms and conditions prescribed by the Registrar
as in the case of Land Mortgage Banks. The Registrar may also lay down that the
title should be examined by a competent valuer or a pleader. He may also lay
down that the valuation should be done by a competent Valuation Officer. The

[ >
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Central Banks have at their back 25 years’ experience. The policy in this matter
depends upon the circumstances. Specialisation of long-term finance need not be
insisted on rigidity. I have not stood up here to throw any mud towards the work-
ing of any Society. Is it right at this state of affairs to restrict the operations of the
existing Central Banks which are faced with surplus funds? 1t is for the directors
who are conducting their affairs to see whether they have got long-term surplus to
do long-term business. It is never considered or questioned to be illegitimate. It is
a legitimate business which they have been allowed to do for the last so many years.

Mr. Ambegaonkar said that commercial barks are not doing this sort of busi-
ness. I say that it is so because they are not conversant with the affairs of rural
areas. That is why thesc commercial banks do not undertake agricultural finance

business.

What about the security of the rural credit societies which take up unlimited
liability ? Supposing there is an application for a long-term demand and if it has
to be turned down the member will not care so much to repay his debts to the
village credit society. Our contribution to the Supervision Fund will have to be
diminished. Government will have to pay out of audit fees which they recover.
What will be the position of the District Central Banks ?

Our demand with reference to this is that the Registrar may not restrict the
existing Central Banks from making advances to individual farmers which they
have been until now doing. There is a vast field for these primary Land Mortgage
Banks and when they justify their position they will be doing sufficient business.
There is already a trained agency existing at present and why should new agencies
come in the way of its progress ?

Mr. B. S. Bartake (Satara) :—I make a suggestion that until the Land Morigage
Banks are able to meet all the demands of the Presidency within their respective
areas, Central Banks may be allowed to provide long-term finance.

Mr. Parikh (The Mover) :—I accept this suggestion.

Chairman :—The proposition now will read as under:

“This Conference is of opinion that the restriction placed by the Registrar on
the District Central Banks in the matter of long-term finance to affiliated socie-
ties is an encroachment upon their legitimate functions and, therefore, recom-
mends to the Registrar to reconsider his decision and permit the District Central
Banks to do their legitimate business until the Land Mortgage Bank is able to
meet all demands within its area.”

The Resolution was put to vote and declared lost by a majority.

THE FIRST LAND MORTGAGE BANKS’' CONFERENCE IN THE CENTRAL
PROVINCES, NAGPUR

19th and 30th August, 1936

Rao Bahadur M. G. Deshpande, in opening the Conference said:

In the year 1933-34 two Land Mortgage Banks at Mehkar and Amraoti were
established, and the Bank advanced them a total sum of Rs. 15500. Next year the
Bank had to confine its advances to only these two Banks and a sum of Rs. 23975
was advanced. It is only iri the year 1935-36 that Land Mortgage Banking received
some impetus. Ten Banks were started in the Province with the new bye-laws and
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under the new arrangemement arrived at between the Government and the Provin-
cial Bank. Under the old scheme advances were made for a period of 16 years and
at the rate of 9 per cent. The period was, however, found to be too small and the
rate of interest too high and the Local Government reconsidered the scheme and
communicated its decision through the Registrar of Co-operative Societies in March
1935. In the beginning, the Government guaranteed only the interest on dcbentures.
Under the new scheme it agreed to guarantee both principal and interest, thus
placing the debentures in the list of first class securities. Secondly, the maximum
period for repayment of loans was raised to 20 years and the rate of interest re-
duced from 9 per cent. to 7 per cent. The maximum limit of individual loan was
placed at the figure of Rs. 5,000 and the minimum limit of loan was reduced to 250
for C. P. and Rs. 300 for Berar. In the year 1935-36, a total loan of Rs. 1,04,805
was advanced and during the last 214 months a sum of Rs. 44,976 has been ad-
vanced. Thus the total advances made uptodate aggregate to Rs. 1,88,250. It is a
matter of great satisfaction that the debentures issued by the Bank have been
classed as Trustee Securities by the Government of India, thus facilitating its sale-
ability. In the month of June last the Bank, acting on the advice of the Registrar
of Co-operative Societies, who is the Trustee for debenture-holders, floated a de-
benture issue of Rs. 1,00,000 at the rate of 3% per cent. As the issue was a small
one, debentures were not extensively advertised, but the response given by the
public was beyond expectation. Within a week from the date they were advertised,
applications to the extent of about Rs. 2,50,000 were received from individuals, Joint
Stock Companies and Institutions. The debentures had, therefore, to be propor-
tionately allotted. Thus the experience of the last issue of debentures has been a
great guide to us and made us confident aboul the success of future issues and,
money market conditions remaining easy, it will be possible for the Bank to issue
debentures bearing still lower ra‘e of interest. We are assured by the Officer-in-
charge, Agricultural Credit Department, Reserve Bank of India, that his Depart-
ment is ever prepared to give us advice in the matter of co-operative finance, in-
cluding Land Mortgage Banking. We have so far not availed of the services of the
Department, but in future we shall always be taking its advice on problems which
we shall be unable to solve ourselves. The advice of the Agricultural Credit De-
partment will be available to us in the matter of the issue of debentures, the rate
of interest at which we should float them and on all allied matters. The Reserve
Bank is in close contact with the Indian money market conditions and as such itg
advice will be the best guide to us. I am hopeful that the Reserve Bank will be
having in its portfolio a large stock of the land mortgage debentures, inasmuch as
they have been classed as Trustee Securities.

As you know already that Land Mortgage Banks have been established in this
Province as well as other parts of India with the objects of helping the poor agri-
culturists for redeeming the mortgages of lands and other valuable immoveable
property belonging to them, to improve land and methods of cultivations and Jiqui-
dation of old debts, From the experience of the working of these banks for the
last three years, I am proud to say that the main thing that the Co-operative Land
Mortgage Banks have done is to reduce the rate of interest on mortgages. I may
as well say that the influence of the village Savkar has weakened considerably and
he finds it difficult to have sound business except with the reduction of rate of
interest. Some of the Savkars, I am told, are just thinking to adopt the principles
of our scheme with a view to expand their business. It will be possible with the
gradual expansion of the Land Mortgage Banking scheme to partially solve the pro-
blem of redemption of rural indebtedness. The estbalishment of Land Mortgage

F1rsT LAND MoRTGAGE BaNkS’ CONFERENCE, C.P. 713

Banks alone will not solve this problem completely. The paying capacity of the
agriculturists, which had deteriorated, will have to be enhanced by several eco-
nomic measures. Their old debts will have to be conciliated and in some cases
wiped off even, and then only it will be possible for Land Mortgage Banks to re-
deem their indebtedness. So the problem is really immense and it may not be pos-
sible to redeem the whole debt, but it will be possible to partially solve it.

We have at present fixed the maximum period of loan to 20 years, but I am
afraid that some agriculturists, whose property is more than double the amount of
his requirements as required under the bye-laws, cannot be financed by us owing to
the fact that their repaying capacity has deteriorated considerably and the instal-
ments fixed under the 20 years scheme cannot be repaid by them. We should,
therefore, consider in to-day’s Conference the advisability or otherwise of extend-
ing the period in some cases to 30 or 40 years, and 1 may refer in passing that the
last Conference of the Registrar’s passed a resolution adopting that the maximum
period of loans should be extended to 40 years and that “efforts should be made
to expand the opcrations of Land Mortgage Banks so as to cover the entire existing
debts in all cases.”

Under the present bye-laws of Land Mortgage Banks, loans cannot be advanced
for the purchase of land. In my opinion, loans may be advanced even for the
purchasc of land, when by purchasing additional fields a member could enhance
his income. This object may be included in the byc-laws of Land Mortgage Banks.

At present, we have got ten Land Mortgage Banks and the progress so far made
by us may be taken as satisfactory but unfortunately this progress will not go far
away to solve the immense problem that is before us. We have at present got a
scheme of Rs. 50 lakhs. We are going to advance Rs. 5 lakhs to each bank by rais-
ing debentures, the payment of principal and interest of which, as already re-
marked, has been guaranteed by the Local Government, but we must have many
more banks to extend the benefits of Land Mortgage Banking to other parts of
the Province. There is a keen demand for these banks. We must have them in
almost all the districts of the Province and personally 1 am of opinion that each
pank should cover the area of one district at least. The Government has established
Debt Conciliation Boards, but at some places there are no financing agencies for re-
payments of debts conciliated. The Government must, therefore, see that wherever
there are Debt Conciliation Boards, there shall be Land Mortgage Banks working
side by side. In one word, there shall be co-ordination of Land Mortgage Banks
and Debt Conciliation Boards.

In the working of land mortgage banks there have been several difficulties and
a majority of the banks have been working at a loss. The main difficulty is of the
paucity of workers. Honorary work has its own limitations ; workers cannot find
time to put in intensity of work that is essential in their working. What is now
exactly wanted is that each bank shall be managed by a well qualified and efficient
Manager assisted by equally well qualified and efficient assistants. For the first two
or three years the income of land mortgage banks will not be found adequate to meet
the expenditure on establishment and contingent and other charges. Some share-
holders have not paid their share quota at all. There are others who have paid only
partial amounts. One of the reasons for not paying the share money is that they are
afraid that their money invested in the shares will not give them any income. We
must, therefore, place the working of land mortgage banks on a profit yielding
footing.

Another difficulty in the working of land mortgage banks has been that Valuers'
services are not available whenever they are required. One valuer has to look after

23



714 THE INDIAN Co-OPERATIVE REVIEW

more than one bank with the result that several cases remain pending with banks.

The Government should, therefore, appoint not less than one Valuer for each bank.

At present there is an evil crecping in the management of Central Banks and
that is party politics. In business concerns party politics should have no place at alt.
We know that there was a crisis in one of the major banks of the Province due to
party politics. The result was that the party, which could not create the confidence
of the investing public, ousted the other and the Provincial Bank had to go to its
help. In land mortgage banks we should work in co-operation and party politics
should find no place in their working. I am glad, to say that so far in the ten land
mortgage banks that have been established, there has been no party politics at all
and all members of Committees have been working in co-operation.

As you know, originally the short-term loans advanced by our Central Banks
have become long-term ones and unless long-term instalments are granted, it will not
be possible to recover them. Such cases should be tackled by land mortgage banks.
The cases that can be suitably tackled by them should be examined thoroughly by
Central Banks and the members against whom these big debts are outstanding

should be persuaded to apply to the land mortgage banks for redeeming them. This

is possible if the land mortgage banks and the Central Banks work in co-operatiors
with each other.

The Provincial Bank has so far financed land mortgage banks established in the
Province. Now time has come for this business being taken over by an independent
institution—I mean—a Central Land Mortgage Bank. The Madras Presidency and
the Bombay Presidency have each an independent Central Land Mortgage Bank.
We too should have one immediately. The experience of the Madras Presidency has
been very satisfactory. Bombay Co-operators have followed Madras. Now it is for
the C. P. to take their example and to establish a central land mortgage banking
institution.

In passing, I may say that last year we had an opportunity to study the land
mortgage banks’ working in Madras. The Registrar and some of the non-officials
including myself visited Madras in the month of March and studied the working of
the Madras Central Land Mortgage Bank and two primary land mortgage banks.
The then President of the Central Land Mortgage Bank, the late Sir M. Ramachandry
Rao, explained to us to our satisfaction the complete working of land mortgage bank-
ing in Madras. Had he been living to-day, we would have invited him tq prestde
over to-day’s deliberations. Unfortunately God has nnt spared him for us.

I now open the Conference for consideration of the Agenda.

Mr. G. S. Bhalja, 1.C.S., Registrar, Co-operative Societies, C.P. and Berar,
observed in the course of his speech:

Recently the Local Government has decided to establish two more land mort-
gage banks at Bilaspur and Wardha in C. P.

The actual volume of work done varies in each place, but on the whole, it is not
considerable. There are various reasons for the slow progress made so %ar. The
eight new banks have really not functioned for the whole year, although they were
registered in the months of May and June, 1935. Much time had necessarily to be
spent in holding general meetings, in forming the Boards of Directors getting the
ne.cessary share capital and various other preliminaries. I think the banks may be
said to have begun their working by January, 1936. So in judging the progress, the
fact has to be remembered that the banks have been working for the latter half of
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the last Co-operative year only. Remembering this fact and the fact that the insti-
tutions are new, and all concerned with them were new, I should think that the
progress has not been discouraging. The Narsinghpur and Raipur banks have made
a promising beginning. Next come Basim and Nagpur. I am glad to say that the
old Mehkar Bank which was registered some years ago has also shown considerable
activity during the year. As ill luck would have it, the business of the Amraoti
Bank was considerably slow.

Seoni and Bhandara Banks also were expected to make a promising start, but
somehow or other they have not been able to get the right type of borrowers. About
Bhandara I am told that soon after the establishment of the Land Mortgage Bank
there, Debt Conciliation Boards were appointed in all the three Tahsils of the Dis-
trict, and most of the good borrowers who went to the Debt Conciliation Boards
withdrew their applications from the Land Mortgage Bank.

As regards the business side of this activity, I am glad to say that the Provincial
Bank has made a small profit on the year’'s working. In this respect, our experience
has been happier than that of the Bombay Provincial Bank.

The ordinary borrowers nowadays seem to prefer the money lenders to a land
mortgage bank. It is said that the ordinary money lender is now prepared to give
almost the same facilities which the land mortgage banks give. It is, indeed, a matter
for congratulation that as a result of the establishment of land mortgage banks, the
money lenders have come to adopt the methods adopted by co-operative institutions.
If the establishment of these banks succeeds in creating among the ordinary money
lenders a sense of fair dealing, and brings about a substantial reduction in the rates
of interest, I think, it is no small achievement which may be attributed to them.

We have severely restricted our transactions to the borrowers from whom we
expect to recover the instalments from their income without selling them up. We
have strictly adhered to the canons of sound finance and good business.

One thing more. The establishment of land mortgage banks has given a healthy
tone to the Co-operative Movement. As you know, the ordinary co-operative banks
which are associated with co-operative credit business have come to acquire bad
repute, because the people outside judge the success of the Movement from the re-
sults and the results have been very far from spectacular and far from satisfactory.
When the trail of coercion is to be observed in almost every part of the country and
when people have to be sold up and deprived of their lands, there is little wonder
that the outside observer would say that this Movement which was initiated with
the object of doing good to the agriculturist has failed. There is nothing wrong
with the principle of Co-operation itself. Land Mortgage Banks are also after all
co-operative institutions like the Central Banks. The latter have come to grief,
because they made the fundamental mistake of doing, what has turned out to be
long-term business out of short-term capital. The Land Mortgage Banks are really
supplementary to the Central Banks which ought to confine their activities to short-
term credit. I shall deal with this subject later on when we come to the question
of the area of operations of Land Mortgage Banks.

There is sympathy for this activity in all directions. So far as Government is
concerned it has shown its active sympathy in no uncertain manner. It has gua-
ranteed both principal and interest to the extent of the large sum of Rs. 50,00,000
In a big Presidency like Bombay, Government has guaranteed the same amount
after considerable pressure of the Legislative Council. OQur Government has agreed
further to give the services of the Valuers for these banks. You will agree that in
land mortgage business, valuation of the property to be taken as security is of the
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utmost importance. Further two legislative measures have been successfully piloted
in the Legislative Council. Both are intended to set the machinery for long-term
finance working in an efficient and business-like manner. These are the C. P. Ten-
ancy Amendment Act and the C. P. Land Mortgage Bank Act. I do not propose
to go into the provisions of these Acts. I merely point out that the Government
has the utmost goodwill for this activily. You have referred to the necessity of
an independent Valuer for each bank. I may point out that as and when necessity
for a separate Valuer is felt, Government has readily given the neccessary assistance.
Only very recently Government has sanctioned three more Valuers and proposals
have been submitted for two more for the iwo banks to be started shortly. 1 may
add that the Legislative Council has also shown considerable sympathy for this
particular activity although there has been severe criticism of the Central Banks.
There is a demand for establishment of Land Mortgage Banks all over the pro-
vince. I think it would not he wrong to conclude that the Land Mortgage Banks
have come to stay in this Province.

THE SEVENTH LAND MORTGAGE BANKS' CONFERENCE, MADRAS
10th October, 1936

Dewan Bahadur T. A. Ramalingam Chettiar, in the course of his welecome address,
said :

At the outset I have to refer to the very sad demise of Sir M. Ramachandra
Rao who was the President of the Central Land Mortgage Bank from 5th January
1930 up to the date of his death on 16th May 1936. He was in charge of the Benk
almost from the beginning and if to-day the Madras Co-operative Central Langd
Mortgage Bank is leading in the provision of long-term credit to agriculturists in
Indis, it is due to the devoted labours and the unremitting attention he paid to the
work and improvement of this bank. His anxiety to make long-term credit avail-
able to the agriculturists, especially during the depression period and the severg)
representations he made to the Government, are well-known, So the Bank has, in
his death, sustained a very great loss and the ryot a very considerate and helpful
friend.

In this period of depression, the ryots’ produce fetches in money value only 50
per cent of what he got before and there is difficulty in finding markets for his
produce, the charges he has to pay for interest, rent and revenue in money have
remained the same and amount to more than double his old liabiljties. The assets
in the shape of lands have depreciated in value, while his debts remain the same
For this, it is now recognised that a scheme of debt conciliaiton, backed by somt;
financial arrangement by which a consolidated amount may be paid by some agency
and recovered by easy instalments, is necessary. In this scheme the position of
I_..and Mortgage Banks is an indispensable one and without it schemes of concilia-
tion cannot succeed very much. It is to the great credit of the Madras Govern-
ment that they came forward with their special loans policy to help the smaller
ryot, up to a maximum of Rs. 2,000 each. Now that the Debt Conciliation Act, which
1 took 1';he responsibility of introducing into the Local Legislative Council hz;s been
passed .mto. law, with the backing given by the Government and the Land Mortgage
Bank, it will be possible to save a large body of agricultural ryots,

.

|-
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Even though the Debt Conciliation Act was passed early this year, it has not
yet been brought into force in any part of this province. It is unfortunate that a
measure intended as an urgent measure should be delayed so long in being brought
into force. I request you and the Madras Government to allow no further time
to lapse before action is taken under that Act. I may mention that in Bengal
where the bill was introduced long after and passed after ours, the Boards have
already begun to function. In this connection, it is also necessary for me to state
that if the Act is to be bencficial and the ryot is to reap the benefit of it, the asso-
ciation of those responsible for the running of the Land Mortgage Banks and of the
revenue authorities who disburse the agricultural loans, is necessary. The Boards
to be constituted should provide for a person with legal training as the procedure
is a bit complicated, a person with revenue experience and a person connected with
the Land Mortgage Banks. We have in most areas retired judicial officers and
retired Deputy Collectors who will, I have no doubt, be willing to devote a portion
of their time for the benefit of their fellow countrymen. It is only by taking great
care in the formation of these Boards and working them in co-operation with Land
Mortgage Banks that we can deal with this problem promptly.

The Central Bank’s usefulness depends on the ecase with which and the terms
under which they are able to raise money. I am glad to be able to report that our
debentures hav~ become popular in the market and have secured a steady demand
with the alterations in the conditions relating to redemption before time that is being
considered, they will be in a position to compete with the gilt-cdged securities.
I need not say that this position is due to the guarantee given by the Government
for principal and interest and also to the efficient management of the Central Land
Mortgage Bank and the Primary Banks by those responsible for their administra-
tion. The rate of interest paid for debenture money has been reduced within the
last three years from 5 per cent to 3 per cent: I am very happy to inform you
that our 3 per cent debentures issued with great diffidence have been oversubscribed
without even a public announcement, and so far as we can read the conditions of
the money market, it seems there will be no difficulty to get money at this rate.
We have been progressing by slow and cautious steps taking advantage of the
market by reducing our rates and converting the old debentures issued at higher
rates, so that now there is no debenture outstanding which bears more than 4 per
cent interest. As the interest paid on debentures has been reduced, the
penefit of the same has been passed on to the borrowers, so that even though loans
were first advanced at rates varying between 7% and 8 per cent, no loan outstand-
ing bears a higher rate of interest than 6 per cent at the present moment. The
Board has also made a general rule for the future that the Central Land Mortgage
Bank shall charge for the loans only 1 per cent over the debenture rate and as the
Primary Bank also is allowed to charge only 1 per cent more the ultimate borrower
will now get money to discharge his debts at 5 per cent. I will, in this connection,
appeal to the Government to reduce the rate of interest they are charging to the
ryots to 4 or 4% per cent.

There are at present 80 banks working in the province. As each bank serves
one whole or portion of a taluk, there are vast areas in the province which are still
without Land Mortgage Banks. There have been demands from all quarters for
more banks. So there was a great disappointment in the Board when they heard
that the Government did not want any expansion in the current year. Luckily there
has been a change in the attitude of the Government and they have now decided to
open 14 more banks in the Presidency. I will impress on the Government the need
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for a settled policy of e'xpansion so that the whole province may be covered without
much delay. The provision for 14 new banks is still inadequate.

Originally it was thought that a Sub-Deputy Registrar could deal with three
ba.nks. But there are arcas in which a Sub-Deputy Registrar is in charge of 5 banks,
with the result that there is great delay in the investigation of loan applications
and their disposal. This leads naturally to a lot of legitimate complaints. It is
necessary that the Government should without any further delay sanction the estab-
lishment necessary for the prompt disposal of applications.

Our transactions already extend to Rs. 80 lakhs. The loan applications dis-
bursed every month amount to about Rs. 3 lakhs and this will increase as more
banks are started and as the maximum borrowing power of the banks is increased
from Rs. 5,000 to Rs. 10,000. The maximum amount guarantecd by the Government,
viz, Rs. one crore will soon be reached. I have already addressed the Government
to increase the maximum to at least a crore and a half. I request the Government
to examine the position and have the maximum raised at the next meeting of the
Legislative Council, as the available resources will be exhausted by January or Feb-
ruary next and the new Legislative Council will not meet for some months after

that.

As our transactions increase in volume it is absolutely necessary that there
should be a strong reserve fund built up to meet contingencies. We are making
every effort to build up this reserve, and the Board has appealed to the Govern-
ment for its help to build up this reserve. From what I have said, it will be clear
that the bank is performing one of the chief functions of the Government in helping
the ryots and the Government is justified in spending money for the work that has
to be done. The Government is at present employing 2 Deputy Registrars and 20
Sub-Deputy Registrars for the investigation of the loan applications. This will have
to be done by the Government itself if it is part of their special loans policy. These
officers are not lent to the bank or the Primary Banks; but they are Government
officers who are supervising and looking after the work of the banks. There is glso
the interest of the Government and the Trustee who are watching the interest of
the debenture-holders. Such being the case, it is only fair that the cost of these
officers should be debited to the Government. But the Government have decided
inspite of the earnest entreaties and protestations of the bank, that the cost of the,

Deputy Registrars should be paid by the bank. In view of the fact that in this. -~

time of depression the ryot should get money at as low a rate of interest ag possible

and as it is necessary that a strong reserve should be built up as soon as p"SSible’

I appeal once again to the Government not to insist upon the payment of contri '

bution for the services of the Government officials helpj i i .
elping in the

Land Mortgage Banks. ping working of the

T am very happy to be able to report that the Primary Banks are being managed

very efficiently on business lines and that they h i . .
during the year. y have paid all their dues to this bank

bankW::é] 1:he bank was started there were not many anxious to take shares in the
ducod meo 1y Izeri:la:sxon and by pers.onal influence, those in charge of the bank in-
oy ple to take shares, Last time when the matter of raising the amount of

? guarantee of debentures came up before the Legislative Council, some members
f'alsed the question of issue of further shares to individuals. I must state that there
is no need for rai.sing more share capital from individuals, as we have more than
enough. shares being taken up by the societies themselves, The Hon’ble Minister
stated in the Council that he would ask the bank to issue further shares to the

SEvENTH MADRAS LAND MORTGAGE BANKS’' CONFERENCE 719

extent of Rs. 20,000, with a view to secure as wide a representation of individual
members as possible. Applications were called for by notification in the Dailies and
one share per each individual was allotted to every applicant residing within the
province who did not hold shares in the bank either in his own name or in the
name of other members of his family.

The Hon'ble Sir G. Bracken, Finance Member, Government of Madras, in open-~
ing the Conference, said : —

It is most satisfactory to know that debentures can now be issued at a rate as
low as 3 per cent and that the benefit of the reduction in the rate will be passed on
to the ultimate borrowers. The Government, I can assure you, will take into con-
sideration this reduction, but the rates at which the Government has borrowed from
the Central Government must be taken into account and they are higher than 3 per
cent. Management expenses and allowances for bad debts have also to be considered.
In future, Madras will have to arrange its own loans and the rate at which it can
porrow must govern the rate at which it can re-lend. Let us hope that the first
Provincial loan will be an unqualified success at a rate of interest more favourable
than Madras has had to pay in the past. As regards a further guarantee of debentures
peyond the present figure of one crore, an announcement will be made shortly.

In the matter of subsidies towards staff, in the initial stages, no doubt, some
Government assistance is justified. But though the main object of Land Mortgage
Banks is not to earn dividends (and I trust that to all of you dividends are a minor
consideration) yet the fact remains that Land Mortgage Banks are commercial
jnstitutions capable of earning substantial dividends for the share-holders. Your
Central Bank is already strong enough to stand on its own legs. It has earned a
dividend of 6 per cent and already put a substantial sum to its reserve fund. The
case for a Government subsidy cannot be considered strong when there is a erying
need for some money for other at least equally desirable objects, the improvement
public health, the spread of education and so on.

1 now pass to the general question of rural indebtedness, and to what to my
mind is an allied subject, rural reconstruction. It must, I fear, be reluctantly
admitted that indebtedness is chronic in rural India. Probably it is no exaggeration
to say that one quarter of the rural population are born, live and die under a load
of debt, fluctuating in amount but never finally redeemed. Looking back thousands
of families must regret that they did not take advantage of the boom in prices which
occurred in the years following the War to pay off their debts. Unfortunately nearly
everyone believed that the high level of commodity prices would continue indefinitely
and many people, instead of reducing their indebtedness, entered into new commit-
ments by the purchase of land and so on often at exaggerated prices. When the
slump in commodity prices came in 1929, the result to the agricultural population
was in many cases disastrous. Take, for example, the man who borrowed to purchase
jand for Rs. 1,000 expecting to get a return of Rs. 80 per annum from the produce.
wWhen the slump came and the cash value of the produce fell by 50 per cent, the
porrower found himself unable to pay even the interest on the money borrowed,
still less to make any repayment of principal. As for the creditor, he found that he
could no longer realise the interest for which he had bargained and that the value
of the security on which he had lent the money had fallen far below the original
sum borrowed. Thus the problem arose of thousands of debtors unable to meet even
the interest charges on their obligations, and thousands of creditors unable to get
pack their money even by foreclosing on mortgages except at a sacrificial loss.

of
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What then is the remedy ? One school of thought, the extreme Socialist, favours
the complete or at least partial cancellation of debts as the only remedy, regardless
f)f consequences. This linc of thought seems to me to be based on a confusion of
ideas. There is, to start with, an underlying asstimption that afl eveditors are blood-
sucking scoundrels who deserve no consideration and all debtors are pure innocent
vietims of oppression who have every right to be relieved of their liabilities. Now
no one denies that there are some creditors who are hard-hearted and extortionate.
But I am afraid all debtors are not the innocent victims that the Socialist picture
would feign present. The truth is that the great majority of both creditors and
debtors are just honest ordinary citizens on the one side not unreasonable in their
demands, and, on the other side, anxious to meet their obligations to the best of their
abilities. Nor must it be forgotten that in rural arcas the same man may be and
often is both a creditor and a debtor. On the Socialist theory, 1 suppose, one halt
of him must be a villain and the other half an innocent vietim and he had better be
chopped in two to decide which half is to win or lose. In truth, the problem is not
nearly so simple as some people would have us helicve., Let us, for a moment,
consider the matter as affecting the debtor ryot. The total or partial cancellation of
debts must inevitably mean the weakening of confidence as between man and man
and so the destruction of the whole delicate fabric of eredit. No business on credit
would be possible and consequently the marketing of agricultural products would be
dislocated, with the result that the price would inevitably fall. Again with the
prospect of further cancellation of debts who would be fool enough to lend money ?
Much better bury it under the floor than virtually make a present of it by lending.
The sources of rural credit would at once dry up and no money would be forth-
coming for ordinary day to day transactions. You who are well acquainted- with
the internal economy of the village, can at once see what a disaster thig would be
to the ordinary ryot, accustomed as he is to borrow in advance of the harvest. If
credit is denied, many ryots could not, for example, purchase seed grain for sowing
and would die of starvation if they could not borrow small sums before harvest
I need not labour the point further. We may dismiss this specious remedy ag Wors:.;
than the disease. .

What then is to be done ? I think you will agree with me that sure and steaq
if slow, methods are to be preferred to spectacular short cuts which can have ly’
one end, the worsening of the position of the class supposed to he benefited It oY
I think, be fairly said that Madras has led the way in tackling the probl ) ; mayi
indebtedness through its net-work of Land Mortgage Banks, the Gr em of rura

‘ . st of which was
started ten years ago. The Government are now supplementing th, k of th
Banks by the grant of Takkavi loans for the benefit of the sxgll s :Or c')l'h .
remairfs the Debt Conciliation Bill, for which your President is Tr‘:;ainl; Ez;)onsil;ree
:es?:fg?:l;ge ‘;vcl;lhzzosgvymbzfn;aﬁ with l[?ebt Conciliation Boards. Now, however
an extraordinary romedy devi ed S may be, I must 'sound a noFe of caution. It is
world-wide cemomin do ‘.lse to ‘mect c:xtraordmary situation created by the

epression and it has its disadvantages and dangers. I have
already.alluded to the danger of destroying the delicate fabric of credit. That this
danger is real can be illustrated by the experience of some of the Loans Officers now
engaged in scaling down debts as a preliminary to the grant of loans. Though the
arrangements made between creditors and debtors are purely voluntary, it has been
reported that some debtors are reluctant to come forward to get their debts scaled
down, because they fear that their creditors, who generally speaking have treated
them fairly, will hesitate, if debts are once scaled down, to make any further advan-
ces. Evidently the rural population is more alive to the realities of the situation
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than some of our doctrinaire Socialists. If such is the case with the voluntary
sceling down of debts, I leave it to you to consider what will happen if an element
of compulsion is introduced. It is for this reason that the Government have to be
cautious ip framing rules for Debt Cenciliution Booids. Actually the Special Loans
Officers have been doing debt conciliation work by scaling down debts before grant-
ing loans. The empetionce goinad will ke vatueble in framing ru'es, but, as you
know, the time most of the Loans Officers have been engaged in the work has been
short. This explains the delay in bringing the Debt Conciliation Act into operation
to which the address alluded and, I hope, the explanation will satisfy your Presi-

dent.

Criticism has, I know, been directed against Land Mortgage Banks and the Go-
vernment on the ground that their methods of procedure are slow and cumbersome.
My answer is that both Land Mortgage Banks and the Government are in the posi-
tion of trustees of the money they have borrowed, and there is a definite obligation
on them to see that proper enquiry is made inlo the adequacy of the security offered
by would-be borrowers. Such enquiry from the nature of the case must be slow and
laborious. Another line of criticism is that this process of debt consolidation is so
glow that it is no real contribution to the problem of rural indebtedness, a mere
drop in the ocean. My reply to this are facts and figures. By this time the
amounts advanced for the consolidation of debts by Land Mortgage Banks and the
Government must be in the neighbourhood of a crore of rupees. And it must be
remembered that the amount advanced is considerably less than the total amount of
debt consolidated in cnses where debts have been scaled down. With the opening
of 14 new Land Mortgage Banks this year and more, I hope, next year, the employ-
ment of 8 additional Loans Oflicers, and the bringing into operation of the Debt Con-
ciliation Bill, progress in future will, I irust, be far more rapid. But in delicat>
matters of credit, “ make haste slowly ” is a sound maxim. Better steady and
orderly progress than a rush down a precipice. In my opinion, and this opinion is
confirmed by the enquiries of the Special Loans Officers, both the total amount of
rural indebtedness and its dead weight as judged by the rates of interest have been
exaggerated, and the situation is not in realily as bad as it is sometimes painted.

Far be it, however, from any of us to be self complacent. The problem is
immense and difficult. And let us not be under any illusion. The remedies we are
attempting are in the nature of palliatives, rather than final solutions. The con-
solidation of debts on long-term mortgages on easy terms is, of course, a very real
benefit to the debior. But the debt or most of it remains and much of the debt is,
I fear, of an unproductive nature. That, I am afraid, is a weak spot in the present
working of Land Mortgage Banks that so much of the money lent is for past debts
of an unproductive character and so little for financing productive expenditure, such
as land improvement, the consolidation of holdings and so on.

What then is the ultimate solution? I feel certain that there is no possible
short cut to economic salvation. The process of recovery must be slow and gradual.
First of all, there is the hope of a recovery in the price of agricultural products.
Some recovery has already occurred, but not as much as could be hoped. But the
outlook for the future seems to be definitely brighter in consequence of the recent
move to stabilise exchanges. It is generally agreed that the stabilisation of exchanges
at a natural instead of an artificial level is a most important step towards a general
re-establishment of confidence and a real recovery of world trade. The immedite
effect of a readjustment of exchanges may be a temporary dislocation of business
and a temporary set-back in prices, but in the next year or two, if no disturbing
factor appears, we may look forward with some confidence to a gradual recovery of

24



722 THE INDIAN Co-oPERATIVE REVIEW

experience and make the best use of returning prosperity. To my mind, the chief
world commodity prices from which mainly agricultural countries such as Indio
stand to gain most. If prices recover, the danger is that the agricultural population,
forgetful of the bitter lessons of the recent depression may fail to learn wisdom by
need of the agricultural population is a complete change of economic outlook. In-
stead of accepting chronic indebtedness as a natural and inevitbale condition of life,
now is the time to put up a fight to get clear of debt in a period of rising prices
when better marketing facilities will, we may hope, give the actual cultivator a more
adequate return for his labour. One good, at least, has come out of the evil of the
depression. Hard facts have compelled the curtailment of wasteful expenditure.
Let us hope that the habit of thrift will continue and that in future less money will
be wasted in unnecessary extravagance on marriage ceremonies, factions and fac-
tious litigation.

In another respect a change of outlook is necessary, I would suggest, and that is,
a disposition to face up to the facts. Far too many debtors deliberately shut their
eyes to disagreeable realities and live from day to day and from month to month in
almost complete ignorance of how they really stand. One day they may pay back 2
little, another day they may borrow a little and so it goes on till neither creditor
nor debtor are quite sure how matters really stand. One of the advantages of the
scaling down and consolidation of debts is that it has forced both parties to tally
their accounts.

I have taken up too much of your time and must hasten to my conclusion. Some
of you must have wondered why I have joined rural reconstruction with rural in-
debtedness as the subject of my speech. To my mind there appears a close connec-
tion between the two.

In the work of rural reconstruction it is to you non-official gentlemen, that we
must almost entirely look. Qur new District Economic Councils can perform g use-
ful function in co-ordinating the activities of the various Government departments
and working out programmes of material improvements, but in the more vita}
matter of bettering the real life of the village, officials can do little more than set
the ball rolling. It is on you, non-official gentlemen, that the burden of responsi-
bility rests and the privilege of making some contribution towards the general good
of your country and your fellow clients.

I have now the pleasure of declaring this Conference open. I wish it every suc-
cess and hope that your deliberations will be fruitful. I have two suggestions to
make. One is that you should consider whether your future reports should not give
some indicatoin as to how much of the money Land Mortgage Banks lend is for
what may be called productive expenditure and how much for unproductive. The
second is that in the case of consolidation of unproductive debt, the possibility of

making the grant of loans dependent on some scaling down of old debts be examined.

The Conference passed the following resolutions : —

1. Loans on the security of garden lands :—Resolved that this conference is of
opinion that garden lands such as cocoanut, areca nut, orange, mango, betel leaf are
by no means inferior to paddy-yielding wet lands either in their market value or in
their productive capacity. It accordingly recommends to the Board to adopt in the
case of such lands the same per centage of loan accommodation as is generally
adopted for wet lands. They may be treated as wet land for purposes of advance,
i.e,, 50 per cent may be advanced on the valuation. On rain fed lands on which 25
per cent maximum was fixed by the Board for advance it may be raised to 40 per
cent.
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2. Loans up to G0 per cent of the estimated value of lands:—The maximum
advance may be raised to 50 per cent of the valuation in practice. The Conference
recommends to the Board that the procedure and principles of valuation may be
investigated by a committee and rules framed.

3. Ecrtension of the period of the loans:—The period of loan may be extended
to 30 years in suitable cases.

4. Individual maximum borrowing power in the primary banks :—After a bank
has worked satisfactorily for a year and advanced at least Rs. 50,000 loans, the indi-
vidual maximum borrowing power should be raised to Rs. 10,000.

5. Convenient dates for payment of instalments:—For future loans two more
convenient dates may be allowed to choose from for payment.

6. Grants to Primary Banks for propaganda work : —Resolved that the Regis-
trar be moved to request the Government.

7. Collection of Interest under the bye-law No. 10 of M. C. L. M. B.:—The
period of two months after receipt of order of sanction be changed to three months.

8. Speedy disposal of loan applications in the Primary Banks:—The Govern-
ment may be asked to sanction more Sub-Deputy Registrars and one more Deputy
Registrar for dealing with the increasing number of applications for loans.

9. Recommendations of Directors of Primary Banks :—Where there is a serious
difference of opinion between the Sub-Deputy Registrar and the Deputy Registrar
on the one side and the Primary Bank on the other, and the Primary Bank wants
it, one Director of the C.L.M.B. may be sent for personal enquiry and report.

10. Loan and Sale societies at the headquarters of Land Mortgage Banks:—It
is desirable to have a loan and sale society working at the headquarters of every
Land Mortgage Bank and it accordingly recommends to the Board and the Registrar
to establish them wherever the necessary facilities exist.

11. Partial Alienation of mortgaged properties:—Add as 43 (b) Bye-law “ Any
member who desires to alienate any portion of the security given to the bank shall
obtain the previous permission of the Board. It is competent to the Board to grant
or refuse permission on such terms and conditions as it may deem fit. The Board
may in such cases take action to recover the whole loan without reference to the

period of the whole loan.

12. Debt Conciliation Boards and scaling down of debts:—Primary banks
should have proper representation in the composition of these boards.

13. Nomination of two Directors in the Primary Banks:—President’s circular
is approved and the Registrar be addressed to follow the same course.

14. Refunding of share capital : —Primary Banks may, where they can do so,
have the option to return share money to members whose loans have been wholly
discharged or where loan applications have been rejected.

15. Provision for creating building funds in the Primary Banks:—The proposal
is endorsed. e

16. Exemption from registration charges:—The Government be requested that
the exemption of registration charges for Land Mortgage Banks may be extended at
least for a further period of two years.

17. Audit Fees:—The Registrar be requested to reduce the fees by at least
50 per cent.



EXTRACTS

CO-OPFRATIVE ARCHITECTURE

People who do not belong to the Movement often got their first and lasting
impression of Consumer Co-operation from its buildings and shops. If the latter
are attractive they can prove to be canvassing agents for new members, and also
disseminate a more general feceling of sympathy towards the Movement.

Our premises are important factors in our work. The keencr the competition
becomes, the greater the importance attached to the planning and designing of these
premises. Good tools increase efficicncy. An office building, a factory or a shop
must be designed so as to ensure orderliness and system in the work carried out in
it. It should moreover convey to the minds of people that the Co-operative Move-
ment is a model producer and distributor. It has a mission which is at once cultural
and educational and one that is ensily overlooked; it must open people's cyes to the
advantages of living and working in orderly surroundings.

In this respect the Consumers’ Co-operative Movement also provides other
spheres of activity for us architects. One of these is the housing of our members.
Care should be taken to ensure as practical and comfortable arrangements in the
members’ homes as in the shops of the Co-operative Movement. And just as we
take pride in sclling good and nourishing foodstuffs, so ought we also to be ambi-
tious to sell household furnishings which will give character to our members’ homes.

To take an example : the house furnishings which are being sold in our depart-
mental stores are cheap, but can they be justified from a cultural point of view?
When we travel throughout different countries in which the Co-operative Move-
ment engages successfully in business, we are compelled to adopt the view that the
Movement often goes to the aid of those forces which are spoiling public taste by
distributing articles of furniture which maintain an inclination on the part of the
buyers to favour that which is false and pretentious. The entire world is teaming
with such cheap and pretentious articles of furniture of poor quality. They are
being offered by all kinds of concerns. Of course, it is no easy matier to drive out
the cheap and bad manufactured goods with others which are cheap and good. But
we must reach that stage some time or other. People who surround themselves with
things which convey a false impression simply because they are not offered any
others have not existed previous to our age. It is a calamity that old, civilised
nations should be on a lower level than the savages of Africa.

Now, nobody should believe that T have faith in the ability of Co-operative
Architectural Offices to bring about any noteworthy change in these deplorable
conditions. The initiative for an improvement cannot come from us. But the co-
operative architects should be a reminder that the Movement has at its disposal
forces which can at a suitable moment be devoted to cultural work other than the
building of houses.

We must, therefore, hold on high our convictions as experts for the very reason
that the Co-operative Movement makes great demands on the versatility and quality
of its architects. Our architecture is undoubtedly always the result of co-operation
bfetween our employers and ourselves, the duty of the employer being to make known
his practical wishes to us. On the other hand, it is for the architect to gain respect
for hxs' views and, by advancing valid reasons, to convince his employer and even
the building authorities when necessary. When the employer has drafted his pro-
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gramme and directions in conference with the architect, the latter must be the
designer as well as the technical and artistic leader.

Apart from the questions of principle there are, however, a large number of
details the solution of which might be furthered by contact between co-operative
architects in different countries. Every architectural office has, of course its special
problems with reference to organisation and administration, as well as those of a
technical and artistic nature, but therc are always points of contact with other
countries in them.

The Swedish co-operative architects whom the writer represents are, for exam-
ple. considering the question of bringing about greater mobility in shop fittings. The
successive changes in the assortment of commodities and the increased demand for
temporary selling arrangements make it desirable to arrive at such a standard of
equipment as will readily enable a manager to meet new demands upon it. He must
give the shop a new appearance without mutual expense and without great trouble.
New and varying arrangements have an attractive effect. They show that the busi-
ness is imbued with a living spirit. Probably the shop of the future will in a still
higher degree apply the principle of building blocks. It will consist of small units
which the managers will have to learn to combine and control. Such an equipment
should prove a most valuable instrument in the hands of energetic and imaginative
managers, but it is certain that the system will call for still greater capacity for work
and initiative on their part—By Eskil Sundahl, Professor of Architecture, Stockholm
Technical High School, in the Review of International Co-operation, October 1936.

PALESTINE—CO-OPERATIVE PRODUCTION AND TRANSPORT SOCIETIES

Co-operative Productive Societies of widely differing sorts have risen to consi-
derable importance in Palestine, and figure in every branch of the country’s econo-
mic life. Nearly all of these societies have been founded by the Jewish popula-
tion. On 31st December. 1935, there was one co-operative productive society con-
stituted by the Arabs, aside from 16 co-operative transport societies.

The following table shows the distribution by industry of the Jewish co-opera-
tive productive societies in 1935 :

Number of Number of

Industry societies. workers.
Transport . .. .. 26 1,208
Metal casting . .. - 5 105
Building materials, irrigation 10 155
Plumbing 2 58
Wood Products 7 150
Printing .. .. .. 2 80
Restaurants .. .. . 1 200
Clothing and shoes .. 4 a
Baking . .. 4 40
Sundry .. . 7 160
74 2,187



726 THE INDIAN CO-OPERATIVE REVIEW

Capital subscribed by the members amount to some £200,000. The wages paid
monthly by the societies lay between £26,000 and £27,000.

The transport societies deserve special attention. A large proportion of the
traffic both in goods and passengers between the towns and settlements of Pales-
tine, as well as the motor omnibus services in the cities of Tol-Aviv, Jerusalem
and Haifa are in their hands.

According to the Standard Rules for co-operative transport societies issued by
the Registrar, each new member must pay an entrance contribution proportionate
to the amount of the accumulated funds of the society per member. The size of
this contribution is fixed annually, and the resulting sums are allotted to the differ-
ent reserve funds at the end of the year. If a member leaves a society, refund is
made, not of his contribution but of an amount drawn from a special fund and
fixed by the meeting in agreement with the auditing union. This amount is deter-
mined in consideration of the length of membership and the reasons for withdrawal.

The Transport Societies spend tens of thousands of pounds annually on the pur-
chase of machinery, spare parts, tyres,'motor spirits, oil, etc., and in order to elimi-
nate the middle-man they have founded a special company for the purchase of
those goods. The extent of the savings to the Transport Societies expected from
this source may be judged by the fact that in the next two years £500,000 will
probably be spent on passenger cars, lorries and the other requisites mentioned
above.

The co-operative societies for production and transport are affiliated to the
Federation of Workers’ Co-operative Productive Societies. This body supervises
the societies’ conduct of business and examines proposals for the foundation of new
societies and for the introduction of organisational or financial reforms. However,
the Federation has a special section for culture which aims at spreading among
members both general education and instruction in the co-operative movement
There are also two special organisations for financial aid, and short-term loan fund.
The latter makes loans for period of 1-5 years, to the co-operative societies for the
purchase of land, machinery, etc.; as a rule it allows only 65 per cent. of the sumg
required, leaving 35 per cent. to be provided by the society itself. The short-term
fund acts in a complementary capacity by granting the societies immediate aig in
the shape of small loans for short periods.

—Co-operative Information,

CO-OPERATIVE SHEEP-BREEDING IN THE PUNJAB

The Punjab Government have sanctioned the transfer of Rakh Pilo in the
Chawkwal Tehsil of Jhelum District, from the control of the Deputy Commissioner
to that of the Civil Veterinary Department for a period of five years in the first
instance for the purpose of starting a Co-operative Sheep-Breeding Society. This
rakh comprises an area of 972 acres of land of which 400 acres could be brought
under cultivation. It will be divided into 40 plots of 10 acres culturable and 14
acres unculturable each. The grants for sheep-breeding will be made under certain
specific conditions, which are intended to ensure that the scheme will be worked
co-operatively by the grantees in order to obtain the best possible results. Each
grantee will be required to join the Rakh Pilo Sheep-Breeding Co-operative Society
and to maintain in good condition 35 sheep including one ram approved by the
officers of the Civil Veterinary Department. Goats and camels will be entirely
prohibited in the Rakh. During the first two years of the scheme no rent will be
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payable; in the next three years each grantee will pay rent of Rs. 5 per annum to the
Civil Veterinary Department. Other conditions include, the first right of the
Department to the purchase of surplus approved animals at market price, breeding
from sheep once a year only, maintenance of sufficient fodder supply, maintenance
and use of manure pits on the cultivated portion of land, prompt reporting of any
outbreak of disease in the flocks and general obligation to follow implicitly the ins-
tructions issued by the officers of the Department. The grants will be for
5 years only in the first instance at the end of which the whole scheme will be
reviewed, but no grantee who has effected any payment for permanent improvement
in his grant with the permission of the Civil Veterinary Department, shall be evicted
unless a compensation is paid to him by the said Department at a rate to be
assessed by the Collector.

It will be recalled that a similar transfer was made of Rakh Dand in the Jhelum
District for sheep-breeding purposes about a year ago. Even though this scheme
has not been long in operation, it has started well and there is every reason to

believe that it will prove a success.
—The Director, Information Bureau, Punjab.



CO-OPERATIVE NEWS AND NOTES

The Government of Madras have decided to start 14 new Land MortBaS.e
Banks in the current official year in areas where the Agricultural Loans Act is
not in operation. It will be recalled that some time ago the Government an.noun-
ced that they did not propose to start any more Land Mortgage Banks in the
current year in view of the operation of the Agricultural Loans Act. We are
glad the Government have revoked that decision.

* * * L] *

The Agricultural Department of the Government of Bengal have selected 450
centres in different districts of the province for paddy seed and crop demonstra-
tion in the Union Board areas under the scheme of rural development financed
out of the Government of India rural uplift grant. In addition to this, ten dis-
tricts have also been selected for the operation of the scheme for the improve-
ment of cattle.

* * * * [ ]

The Administration Report for 1934-35 of the C. P. Government makes re-
ference among various activities of the Government to‘the Wf)rk of the All-India
Village Industries Association at Wardha and says it is making ste{ady !}rogress.
We are glad that the Government has realised the goo<‘i work that 1§.be1ng done
by the Association which was once suspected to be entn‘el}f o'f a pohtxca.l charac-
ter. It may also be recalled that the Government of India issued a clrcular to
all Provincial Governments just after it was started to watch the activities of
this Association and this circular formed the subject of an interesting debate in the
Legislative Assembly.

* * * * *

The Burma Agriculturists’ Debt Conciliation Bill was passed by the Burma Le-
gislative Council recently.

* * * * L]

The Punjab Consolidation of Holdings Bill, which is one of the main measures
of rural reconstruction, was recently passed by the Legislative Council of the Punjab.
* * * * L

Dewan Bahadur T. A. Ramalingam Chettiar has been unanimously re-elected

President of the Madras Co-operative Central Land Mortgage Bank, Ltd., in the
recent election held in October.

* *® * = -

The 12th Conference of Registrars’ of Co-operative Societies will be held at Delhj
on the 8th and 9th December 1936. Mr. V. Ramadas Pantulu is representing the
Indian Provincial Co-operative Banks Association and Mr. Bashir Ahmed Khan,
the All-India Co-operative Institutes’ Association. The proceedings of the Confer-
ence will be published in our next issue.

* * * * *

A Provincial Co-operative Marketing Society has been formed for the Pfo'
vince of Madras and the objects of the Society are to arrange for the marketing
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of agricultural produce and co-ordinate the working of the Loan and Sale Socie-
ties and the Consumers’ Stores in the province. It is proposed to take up the
marketing of vegetables and fruits in the beginning.

* * * * -

The XXIII Mysore Provincial Co-operative Conference was held on 22nd Octo-
ber 1936 under the presidency of Mr. N. Madhava Rao, Second Member to the
Government of His Highness, the Maharajah of Mysore. Extracts from the pro-
ceedings of the Conference will be published in our next issue.
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THE CO-OPERATORS’BOOK DEPOT
9, Bakehouse Lane, Fort, Bombay.
THE ONLY BOOK DEPOT OF ITS KIND.
Specialists in

Books on Economics, Co-operation, Banking and Currency,
Accountancy and Auditing, Commerce and Industries,
Rural Reconstruction and other allied subjects.

books on the various technical subjects specified above has been
felt long since, and the Co-operators’ Book Depot is intended to
fill this long felt want. The prominent feature of the C. B. Depot
is that it has now established direct relations with eminent pub-
lishers At Home and Abroad and therefore is in a position to supply
any book to order. It is earnestly requested that Co-operators and
Educationalists will extend their kind sympathies and patronage
to the only Book Depot of its kind and thus help to make this new
enterprise a success.
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THE INDIAN CO-OPERATIVE SERIES.
ISSUED BY
THE ALL-INDIA CO-OPERATIVE INSTITUTES’ ASSOCIATION

Just Published. Yol. V. Price Re. 1.
THE CO-OPERATIVE MOVEMENT IN INDIA.

BY
KHAN MOHD. BASHIR AHMED KHAN
M.A., LL.B.,, M.R.A.S.,, (LONDON),
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INTRODUCTION BY
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Chairman, The Horace Plunkett Foundation, London.
PUBLISHED BY
Messrs P. S. King and Son Ltd., 14, Great Smith Street, London.

“The study first appeared in the Year Book of Agricultural Co-operation
1935. The Horace Plunkett Foundation has pleasure in commending it in
its present form to those who wish to acquaint themselves with the broad out-
line of Indian Co-operation and with the record of its most recent develop-
ments.” (Extract from Indroduction).

Available from : —
The Homnorary Secretary, All-India Co-operative Imstitutes’ Association,
Lahore.
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THE MADRAS CO-OPERATIVE CENTRAL
LAND MORTGAGE BANK, LTD.

Paid-up

Alinoriced 1 10 Iakhs. Capital } 384 takhs.

Capital

The Bank is the provincial organisation for providing long
term agricultural credit in the Province. The principal and
interest due on the debentures issued by the Bank are guaranteed

by the Government and are Trustee securities.

B —

S.F. 259A-6—1,00,000=-30-1-84:

The current series of the debentures issued by the Bank bear
interest at 3 per cent. and are repayable in 20 years.

For further particulars, please apply to:—

164, Mount Road, Madras, N. S. KONETI RAU, BA, BL,
Dated 31st August 1936. Secretary.
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