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Editorial Notes.

The New Ministry.

Tlie co-operative movement being a great democratic movement,
we rejoice that in this and five other important provinces the Con-
gress party, which secured an overwhelming majority in the last
general elections, has at last been §ble to accept office, as it was its
right and duty to do. To serve the masses, the poor and the under-
privileged and to treat all Indians equally without considerations of
caste, creed or community, is the principle of the Congress party, as
it is of the co-operative movement. In carrying out its constructive
programme for the benefit of the country, the new Ministry may
therefore count upon the hearty co-operation of all co-operators. The
decision of the Miuisters toaccept a salary of only Rs. 500 a month in
the place of what was several times that amount in previous regimes is
one that is particularly acceptable to co-operators, as it shifts the
emphasis of office from gain to opportunity for service aud creates in
the whole field of public service am atmospliere of economy. Iu our
province the portfolio of co-operation is entrusted by the Chief
Miunister to the Hon. Mr. V. V. Giri, who has won for himself a
national and even international reputation as a labour leader. While
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we have every copfiddnce that he will discharge his duties with credit

to himself and 1 § arty, we cannot help wishing that the Cabinet
had included Mx,“F/ A. Ramalingam Chettiar and that he had been
rusted‘w}ﬂgg portfolio of co-operation. With his long and
] f)ipe?f‘ 7e of the co-operative movement in this proviuce, in
se Ortaut capacities, with his experience of public life and
of the legislature, and with his knowledge of financial matters
generally, he would have been a great source of strength to the
Ministry and an admirable custodian of the portfolio of co-operation.
At his instance the last Liegislative Council passed the Debt Concilia-
tion Act, but it hasnot yet been put in active operation. If he had
been entrusted with office he would have seen to the best wav of
working the Act. l

All-India Co-operative Conference.

The fourth All-India Co-operative Conference, which met at
Bangalore in the first week of this mouth and the proceedings of
which are published in this number, bad a very successful session. In
recognition of its importance the Maharajah of Mysore and the Viceroy
of India sent kindly messages to it. The State and the public
of Mysore showed every kind of hospitality to the delegates
and to the presidents of the conference. The discussions were
lively and informing, especially those on resolutions relating to
the report of Agricultural Credit Department of the Reserve Bank
of India. A large number of delegates had opportunities to study the
co-operative institutions, the State industrial concerns and the na-tural
beauties of what is generally considered to be the model State of
India.

Reserve Bank Report.

It was perhaps inevitable that a good part of the addresses of
Messrs, Mehta and Ramadas Pantulu, the dual presidents of the con-
ference, and more than half of its time should have been devoted to a
discussion of the opinions contained in the report of the Agricultural
Credit Department of the Reserve Bank of India. The officer in-
charge of that Department, Mr. K. G. Ambegaoker, 1 C.S., was pre-
sent at the conference and tried to explain and justify the opinions
contained in the report, His explanations made the proceedings
lively but cannot be said to have succeeded to any extent in chang-
ing the views of the conference regarding the report. One statement
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snade by him, however, was very welcome. He admitted that the
report under discussion, being a preliminary one, contained no con-
structive suggestions and that such suggestions would form the
subject matter of another publication which was under preparation.
The Reserve Bauk being a State-aided institution and being also the
highest banking authority of India, it is not to be wondered at that
the opinions expressed with the weight of its authority should have
been discussed at great length and in detail by the most important
conference of co-operators held after the publication of its report, es-
pecially as some of the opinions, with whatever good intention they
may have been expressed, are calculated to injure the interests of the
co-operative movement. Mr. T. A Ramalingam Chettiar, President
of the Madras Central Laud Mortgage Bank, gave an illustration of
the manner in which the report was creating difficulties for land
mortgage banks in Madras. While all co-operators in the province,
including the Registrar, were doing their best to reduce the rates of
interest for borrowers—of cotrse, consistently with business require-
ments——the opinion found in the report that margins in co-operative
lending were inadequate was noted by the Finance Department of the
Government of Madras and pressure was being put by it upon the
Central Land Mortgage Bank to raise its rate of interest. And this
was the experience of what was admittedly the most successful land
mortgage banking system in India.

Even Mr. N. R. Mehta, who in his address strongly criticised
some of the opinions expressed in the report, came under its
spell to some extent, as when he imagined that there was a notion
lurking in the minds of some co-operators that the Provincial Bagks
were philanthrophic institutions and should not be governed as busi-
ness concerns or that ‘the Apex Banks had always to give and never
to receive back’. We can only say that we had never heard of such
co-operators before; and if any such exist, we need take no more
notice of them than of the inmates of lunatic asylums. Under
the spell of the report Mr. Mehta had believed that the credit of the
Provincial Banks had suffered or would suffer on account of their
being composec.l predominently of representatives of borrowing
societies, and that in order to improve their working it was neces-
sary to provide seats on their Boards of Management for practical
bankers and representatives of depositors though they may not
be share-holders. These opinions, taken over by Mr. Mebta from the
report, were among those which were disapproved by the conference,
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and as the resolutions concerning them were passed without a

division, it is clear that Mr. Mehta was able to shake off the spell
at the conference.

The conference therefore did the right thing in discussing the
maiu opinions of tiie report relating to the co-operative movement
and in expressing its dissent from those opiuions in clearly worded
resolutions. The conference was profoundly disappointed with the
report for its failure to appreciate the purpose and spirit of the
co-operative  movement, for its hasty generalisations and ‘empty
banking advice.” The conference suggested to the Reserve Bank in
what ways it could help the co-operative movement within the
provisions of the Act which governs the Bank. Mr. Ambegaoker,
its representative, welcomed these suggestions and assured the
conference that the Bank never meant to content itself with merely
giving advice, and that its own constructive proposals would be
published before long. Criticism has been frank on both sides and
it is to be hoped that both will benefit by it.

Mr. Mehta's Suggestions.

One or two suggestions made by Mr. Mehta in his address may
be discussed here, though they were not taken up by the conference.
One was that a special All-India Act should be passed to govern the
Provincial Banks, so that they may be removed from the jurisdiction
of the Provincial Governments, The reason given was this: “The
Provincial Co-operative Banks have huge financial resources and
we should be very careful to see that these resources do not become
instruments in the hands of Ministers or anv political group or
party to be used through the Co-operative Department, which has
widespread wings of influence and power distributed extensively
specially in the mofussil, in all parts, howsoever remote.” We do
not see the least justification for his entertaining this sort of fear or
expressing it at a serious conference. We are still governed by
law ; no dictatorships have been established, nor are likelv to be in
our country. Our DMinisters, whatever political party thev may
belong to, are not likely to be robbers or to be allowed to become so
either by the people or the British Parliament. The 1ere existence
of the Co-operative Department does not make such a difference
between co-operative and other banks that the funds of the former
could be disposed of by Ministers for political purposes. Mr. Mehta
was on better ground when he pleaded for a clear statutory
definition of the functions of the Registrar, pointing out that the
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Registrar was gradually assuming, with the active 1sup;y)o.rt t;::
the Provincial Governments, more an@ niore contro' over e
co-operative banks. Ifas a resul.t of his cont.rol anfl dlge{ctx(;lll the
banks should suffer losses or get into other difficulties, Mr. ] e1 2
riehtly urged, it was the duty of Qovermnent to come It(t) tl;e;t
retl,ief-;as the Government had to do in the case of Burma. ‘ 1sf teh
both for the Government and the mqvemeut that the powelsfob e
Registrar are limited as far as Qosmble to the prevention (: abuse
au(; do not extend to directing to issue of loans and such matters.

Another interesting suggestion made by Mr. Mehta was tha(;
each Provincial Bank should open a Department of rurallweltalr: z;)nt
upliftment, the staff of which ‘should have 1o other work bu
to continually visit the rural areas, make 'enqmrl.es.of the c1rcumli
stances of the members of the co-operatlve s<?c1.et1es, of tl?e sma
industries and work such as dairy.mg, bee?-hxvmg, pou.ltly-fa;n?-
ing etc., which they can do out51de. agriculture during t-;;r
leisure hours, induce them to collect their crops or collecft thle milk,
houey, eggs, poultry and such other saleable artlxcles which t1e§; c;n
produce or make and get them sold through this Department of the
Provincial Banks.” He further suggested that swall loans should be
advanced to the agriculturists for such purposes at'ld all encourage-
ment should be given them to improve Fhexr agrlcul.tur.al produc.e
and to turn their minds to cottage industries. Th.e principle 22 thhls
suggestion was accepted by th.e couference which requezty. t ?
Standing Committee of the Institutes to ffame a scheme an cireu
late it. Mr. Mehta suggested anothe1" m?portan? work forf tt;1s
Department of rural welfare—to enquire into grievances 0 t;e
members of societies relating to matters not connected with tle
co-operative movement, and where it fo.und them to be subst;antxfi ,
to represent them to the proper authorities. The m.embers 0 §oc(11e-
ties would then look upon the banks as their .real friends,
the inembership of societies would naturally increase ax;d
the representations made by the Department also 'would e
heeded by the authorities, as tllle_v would be made in prope'r
form and be backed up by the influence of the bank. There is
much to commend this idea in a country where nearly 90 per cent
of the people are illiterate. We ea'rnestly hope that some of our
central banks will give a trial to the idea,

A third useful suggestion made by Mr, Mehta was that the
rural welfare Departments of the Provincial Banks should start and
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aid one or more Folk Schools of the Danish type. The Danish Folk
Schools are world famous. We have all of us admired them, but it
must be confessed that no genuine attempt at starting thetn has yet
been made in any part of our country. The chief feature of the
Danish Schools is the personality of the head inasters. It is they that
have made the schools there a success. With adegnate previous
propaganda in a good sense and sufficient encouragement given to
teachers who have patriotism and personality, our Provincial Banks
and some of our Central banks also ought to be able to start some
successful Folk Schools in our country.

Mr. Ramadas Pantulu’s Address.

In the course of a thoughtful address Mr, Ramadas DPantuly
dwelt on the limitations of the co-operative movement in India and
on the inherent difficulties of the agriculturist whom the movement is
intended to benefit in a special degree. He pointed out that agri-
culture in our conutry was not an occupation of profit but of subsis-
tence and that at a low level, that the holdings were unecononiice,
the revenue assessment was too heavy, and in the zamindari tracts the
rents were too heavy and tenure was very unsatisfactory. In these cir-
cumstances it was not surprising that the co-operative movement had
not fulfilled even a part of what was expected of it. He then outlined
a programme of economic reform which should prove very useful to
the popular Ministers now in charge of affairs of the provinces, the
first item in it being the adoption of a graduated scale of tax on
agricultural incomes, whereby those with lower incomes would be
given relief and those with higher incomes including zamindars would
be required to contribute a higher share of revenue than at present.
It is noteworthy that this was about the only point if importance on
which Sir K. P. Puttanna Chetty chose to dwell in his brief welcome
address. We believe the psychological benefit accruing from this
reform will be even greater than the material relief it gives to the
poor agriculturist.

Mr. Ramadas Pantulu also pointed out how too much was
being expected of the co-operative movement in the wide field of
what is now known as rural reconstruction and in the matter of
relieving rural indebtedness, and specified the limits within which
only it could be really helpful. A reminder like this now and then
is a useful corrective to blind enthusiasts who, expecting too much
and not realising their expectations, may become unduly depressed.

EDITORIAL NOTES

Among other things he entered a strong prot‘est against the
increasing tendency to officialise the movement. {n the' last ten
the co-operative law has almost been rewrlt‘ten in many
provinces with the Registrar as the centre o'f the picture and nx?t
the society......... ~The Registrar who is conceived by the ‘All India
Acts of 1904 and 1912 as the friend, philosophe‘r a'nd guldg ot the
moveiment, has been metamorphosed by the Provincial A.cts into an
inquisitor and dictator.’ He did not object to ‘the vestmg‘of suffi-
cient and effective powers of ultimate control and supervision over
societies in the Registrar and his staff,” but he did object to the kind of
control that involved interference in the day to da‘y Yvork of the
societies. Provincial organisations and the Provmc1al. Co-ope.r.
ative Institutes’ Association have been con.demfnng this
tendency for some time. We joi‘n Mr. Pantulu in his ‘earne§t
appeal to the autonomous Provincial Gover‘nments of undo all this
and to place co-operation once more on 1ts- proper pedestal as a
popular movement based on self-help, self-reliance and self-govern-

ment.’

years,

Resolutions.

The resolutions passed at the conference do mnot call for
comment or elucidation. They are self-explanatory and such as to
command the approval of co-operators generally. One or two dr.aft
resolutions on which there was considerable difference of opinion
were dropped. A good many of the resolutions eit.her approved or
disapproved in clear terms the opinions expressed in the r.epqrt .of
the Rural Credit Department of the Reserve Bank of India or its
Bulletin regarding the Banking Union at Kodinar in Baroda State.
One of those resolutions stated that the conference was unable to
agree with the view that central banks operating over sm.all areas were
preferable to larger banks. The experience of Kodinar is exceptional.
an Mysore and Travancore States, where a number of small central
banks were started, they have been a thorough failure unable to

-attract deposits to any cousiderable extent and unable to bear the

cost of efficient administration. The idea of the Reserve Bank is
that money needed for efficient administration should be got by rais-
ing the rate of interest on lendings to members. But co-operators,
having the ideal of service before them, prefer to supply credit to
members as cheaply as possible, and this is better done by large
central baunks than by small ones. Another resolution dealt with the
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suggestion made in the report ot the Reserve Bank that a statutory
charge should be created on the crop raised with the help of a loan
from a 59c1ety and in case the sale proceeds of the crop were not used
'for cle.armg thehloan of the society, it should be made a penal offence
involving imprisonment, as the Knglish Agricultural Act of 1928
had made it in England. While the couference favoured the first
part of the resolution, it was opposed to a special provision being
inserted in the co-operative law making the violation of the charge a
penal offence, if it was not so under tie ordinary law. Oune of the
resolutions contained a request to every province and State to <r1ve
liberal and substantial help to its Provincial Co-operative Institute
out of its revenues to enable the Institute to function efficiently,

T'his resolution is very necessary, forin some provinces and States
no aid at all is given to the Institutes which are expected to do for
the movement a good deal of service by means of education and
propaganda, if not supervision also. Iu some provinces there has
been a reduction of grauts iu recent years in the name of financial
stringency. T'o starve the Institutes which draw so much of homno-

rary work is not a wise policy. Especially now when everybody
from the Government of India downwards recoguises the supreme
need for educating the ordinarv member of a society in the principles
of co-operatiou, it is not too much to hope that the Provincial and
State Governments will treat the Institutes liberally,

Reserve Funds in Credit Societies
By Ratiral, N. TRIVEDI, B.A.,, G.D.C.A.

Agricultural credit societies in the Boubay Presidency are
formed on a basis of unlimited liabilitv. Some of these have share
capital, while others have not. Those societies which have share
capital are prohibited from distributing their profits until ten years
from the date of registration have elapsed. After the expiry of this
period of ten vears, these societies are required to carry at least 50
per cent of their net profits to the reserve fund every year. Those
societies that have no share capital are permanently prohibited from
distributing their profits. These societies have to carry all their net
profits to the reserve fund, subject of course to the contributions to
be made for charitable purposes.

What are the objects underlying the statutoryv obligation for the
creation and maintenance of reserve fund in these societies?- An
agricultural credit society like all other co- operatlve societies is a
business undertaking. There is no business which is entirely free
from risks of some kind. In the life of a business undertaking there
are periods of prosperity as well as adversity. At one time the under-
takmc makes profits ; at another time it labours under losses. With
all ¢are and caution on the part of the managemnent such losses are
inevitable,  The success of a business undertaking largely depends
on-the ability and foresight of its management to provide against such
losses. ‘[‘he creation of a reserve fund out of profits is a device which
enables 3 society to meet unforeseen losses without prejudice to the
safety 'of its business. In the absence of the reserve fund, the losses
would’fall on the share capital, or if there is no share capital, would
have to be made good by the members.. In the.interests of the mem-
bers of the society, therefore, the creation’ of the reserve fund is
absolutely necessary. The reserve fund nritigates the rigours of
unlimited liability in as much as it represents a provision for meeting
unforeseen losses.. S 5

" Provision for meeting unforeseen losses, however, is not the sole
object underlyving the creation of the reserve fund in agricultural
credit societies. These societies are combinations of agriculturists,
who, while they possess some property in the form of land, cattle and
implements, have little monetary capital. The cash resources-of this
class are scanty and the capital which they can bring to their society
islimited. :In a busiuess enterprise the share capital subscribed or

9



THE MADRAS JOURNAL OF CO-OPERATION

paid up by the members represents a guarantee fund, on the basis
of which, or on the security of which, further capital is raised by that
concern. [m an agricultural credit society there is either no guar-
antee fuud in the form of share capital or a small one, which cannot
adequately serve as security for the funds to be raised by the society.
The eutire absence of an unwithdrawable guaraatee fund or the
inadequacy of the same is sought to be off set by the acceptance, on
the part of the members, of unlimited liability. The security, how-
ever, afforded to the creditors by such liability is indefinite and the
need for the rapid creation of a tangible guarantee fund is very real,
This explains whyv the whole of the profit or a very large portion of
the profit of these societies is required to be annually carried to the
reserve fund. The reserve fund in these societies serves as a tangible
guarantee fund. It strengthens the credit of the society and enables
it to obtain capital at moderate rates of interest.

Financial independance is the ideal to be steadily kept in view
by every agricultural credit society. Dependence on outside agen-
cies for supply of capital is a weakness which every society has to
attempt to remedy. So long as a society borrows capital, it has to
pay a price for the use of such capital in the form of interest. Such
payment of interest enhances the cost of credit to the members. If
the object of the society is to cheapen credit for its members, that
object can be achieved only by the creation of the reserve fund which
is the collective property of the members, and of which the society
has a free use.

Thus there are three main objects underlyiug the creation of the
reserve fund in an agricultural co-operative credit society. In the
first place it enables the society to meet unforeseen losses. As the
losses are met from the reserve fund, the members are protected from
the rigorous operation of unlimited liability. Secondly it serves as:a
tangible guarantee fund for the society. In furthering this object the
reserve fund benefits not ouly the inembers, but the non-members
who deposit their funds with the scciety. Thirdly, it conduces to

the financial independance of a society, and cheapens the cost of
credit to the members,

Once the objects underlying the creation of the reserve fund are
grasped, it will not be difficult to understand the principles govern-
ing the investinent of the reserve fund. Some people are of opinion
that the reserve fund should be allowed to be employed in loans to
members of the society. Others sincerely hold that the reserve fund
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should, on no account, be allowed to be used in the bus.iness of the
societv and that it should be invested outside the business of the
societ:z. In Bombav, agricultural credit societies are permitted to use
their i‘eserve funds in their business. In Madras, on the other hand,
the reserve funds of credit societies are invested in central banks.
The diversity of opinion on the subject of the‘ ixxYestlnexlt of the
reserve fund is largely due to the varied emphasis laid on one or the
other objects of the reserve fund by different people.

If the reserve fund is intended to meet unforeseen losses, it is
advisable to invest it outside the business of the society. If the reserve
fund represents a provision which is imeuded.to enable a_concern to
successfully meet the risks and losses of the busmess,.there is obviously
little sense in investing the reserve fund in the business of that cou-
cern and exposing it to the same risks. The. ri§ks. of the busnTess
may destroy the reserve fund itself, unless it is 1.nvested outmfie‘
Those who strongly insist on the reserve fund bemg 1uv§s.ted outmdg
the business of the society are influenced, in their decision, by th?
first object of the reserve fund. .(

Those who favour the employment of the reserve fund in the
business of the society are guided in their decision by t.he second an@
third objects of the reserve fund. If the reserve fund isa guaranteg
fund intended to strengthen the credit of the society, or if it is a com-
munal fund intended to scrap the society’s ‘dependen?e on o§1t51de
capital, there is obvicusly no meaning in asking a soc:c:ty to. mves§
its reserve fund outside its business, and to continue its de-
pendence on outside agencies for supl.yl?f of capital. Tl?e Maci
lagan Committee was definitely of opiuion that the agrlf:ulturav
credit society should be allowed to employilts reserve fund in loans
to its members. If the society were to. invest .1ts reserve fund
in Government Securities, the return obtained by it would l?e much
smaller than what it would be if the reserve func.i were invested
in loans to members. If the society were to invest its reserve fund
in the central bank, the return would pe lower tl}an that obtame'd by
the employment of the reserve _fund in th.e business of the socxetg.
Again, if the reserve fund were mvestefi with the central'bauks,'t e
latter would earn some profit on such mvestn?ents and as ?\11 Proﬁts
of central banks in excess.of 25 per cent a.re liable 'to be distributed
amongst the share-holders, the movement will not derive much strength
from such investment, .Ia order to earn the. largest return on the
reserve fund and to permit such return torapidly increase the reserve
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fund, the investmant of the reserve fuud in the business of the society
appeared to the committee to b2 the most desirable course, A rapid
increase of the reserve fund was aimed at by the committee, for the
reserve fund could not achieve any of its subjects unless it was of an
appreciable size. The comimnittee pointed out : —* The object should
be to free the primary societies as far as possible from recourse to
their central banks and this can ouly be done by enabling them to
build up their own capital sufficient for their needs. This can best
be achieved by allowing primary societies to use their accumulated
net profits or surplus assets in loans to members on which they get
high rates of interest compared to the rates received on Govermment
Paper.”

The urban credit societies are usually formed on the basis of
limited liabilitv. The people iu the towns are in a better position to
raise substantial share capital and on the security of this capital, the
society is enabled to borrow funds. In an agricultural credit society
in which members hold no shares, the creation of reserve fund pro-
vides a tangible gnarantee fund on the security of which the society
can easily borrow. The rapid building up of the reserve fuud is a
necessity in this type of society and that is the reason why all the
net profits are carried to the reserve fund. In all agricultural credit
societies formed on a share basis there exists a slender guarantee fund
in the form of share capital. ’This guarantee fund, however, is fot
commensurate with the borrowing needs of the society.  The society
is thersfore required to carry at least 50 per cent of its net profits
every vear to the reserve fund, the object being to rapidly increase
the existing small guarantee fund. In the urban credit society the
guarantee fund is comparatively substantial to start with, and the
borrowings are limited to eight times the guarantee fund. Here the
object underlying the creation of the reserve fund is not so much to
increase the existing guarantee fund as to preserve, in tact, the share
capital. The creation of the reserve fund does add to the size of the
guarantee fund and to the borrowing capacity of the societv. ‘This,
however, is not the primary object of the reserve fund. The primary
ubject of the reserve fund in this society is to furnish a provision out
of which unforeseen losses can be met without reducing the share
capital. This object is achieved by carrving 25 per cent ‘of the net
profits to the reserve fund every vear. ‘

Of the three mam Ob_]ects undellvmcr the creation of the reserve
fund the most xmportant in an urban credlt soc1etv is the provxsxon
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for meeting coutingent losses. The share capital of the society
represents the basic guarantee fund on the securitv on which the
society is enabled to raise funds. To preserve this fund in tact is
the duty of the management, for the credit of the society is closelv
bound up with the safety of this fuud. The creation of the reserve
fund-is a device to preserve the share capital in tact. If there are
any unexpected losses, these would be set off against the reserve furid.
and the share capital would escape a reduction. To increase the
gnarantee fund of the society or to conduce to the financial inde-
pendence of the society are not the main objects underlving the
creation of the reserve fund in this class of societies. The main
object of the reserve fund is to provide a line of defence for the
safety of the share- holders. The reserve fund does perform other
functions in the society to some extent, but its main function is tQ
enable the society to meet unforeseen losses without detriment to the
share capital.

The contributions to be made to the reserve fund out of annual
net profits and the investment of the reserve fund are an.d ough't t’o_"
be governed by the comparative importanc§ of the various 0})_]e.cts
underlving the creation of the reserve fund in each class of societies,
In ‘an urban credit society and bank, the chief object of the reserve
fund is to enable the society or the bank to meet unforgseen losses,
This necessitates the investment of the reserve fund outside the
business of the societv, A fund which is intended to provide against
iosses in a certain business ought to be invested outside that busi-
pess. It is imprudent to employ that fund in the same business
and to expose it to the same risks. The investment of the reserve
fund for this class of societies should be governed, not by the con-
sideration of rapidly building up the collective capital of the society
so as to make the societv independent of all outside borrowings—
this is not the main or chief object here—nor by the consideration
of rapidly increasing the guarantee fund of the society by eariiing
greater returns on the reserve fund, but by the consnderanon of
providing a safe tund which can be available at any time to meet
unforeseen losses. This object can best be acheived by mvestmg the
reserve fund in first class securities. Such investment also helps to
reduce the cost incidental to the maintenapce of fluid resource. An
urban éredit society accepts deposits and has to maintain adequate
fluid resources to meet promptly the demands of depositors. If a
portxon of these deposns were invested outside the business of the
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society, it is not unlikely that the return obtajned may be insufficient
to cover the interest charges payable on such portion of the deposits

The reserve fund, on the other haud, is a fund which is collectiveh;
owned by the share-holders and bears no interest, The investmeu‘t
of this fund outside the husinees of the societv at smaller rates cause

no actual loss to the bauk, as in the case of déposits. It is therefors
advisable for credit societies with limited liability to invest thei:
reserve funds outside their own business. ]

Salary-earuers’ credit societies with limited liability are allowed

if they are well-managed, to carry only 10 per cent of tl;eir net profi ,
to the reserve fund every vear. The members of these cocietiels)};) .
a stable income and the societies command the facilitiesLof ded :ve
the instalments of loans directly from the salaries. The po UE;ng
of doubtful and bad debts in these societies is remote aIx)ldssilf ;;;)’
10 per cent of the net profits are carried to the reserve fu zil
every vear, the provision would be sufficient for meeting conting nt
%osses. The main object of the reserve fund in this c]as: of 'ate‘n

{s the same as that in other credit societies with limited liabilsi(;mebles
in view of the peculiar conditions of this class of society, the ‘l,o o
are expected to be of small dimensions and contributions tc; the e
fund at a smaller percentage answer the need for meetine badrilset:ve
Here also the investment of the reserve fund should be :o ; [t)s'
the main object underlying its creation. As the reserveb fzerdue' e
.tended mainly to serve as a provision for meetine unfores . lls o
it should be invested outside the business of the sbociety. se Tosses
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Agents for Societies
By Rao SaHEB M. S. SESHACHALAM AIYAR.

By-law 62 of thie primary societies contemplates the appointment
of an agent to exercise the functions of the Panchayat of the society,
in cases where the panchayats are not working properly and where a
re-constitution is not possible. The by-law authorises the general
body to suspend the panchayats and request the Central Bank of the
district to appoint an agent in consultation with the Registrar,
This agent can now exercise his functions only in regard to the col-
lection of existing loauns, for which he will be paid a commission on
the collections made by him. In some districts, the Central Bank
appoiuts its supervisors as agents over a number of societies and the
commission, calculated on the amount of collection, is taken away by
the Bank while the Supervisor or agents are paid fixed salaries.

The system of this agency over rural societies requires detailed
investigation and various improvements are to be made in the light
of experience gained in working the same for the last three or four
years.

First of all, the ageunt is appointed by the Central Bank, though
at the request of the general body of the society. Who is responsible
for any loss in the society by way of misappropriation, time barred
loans, unnecessary expenditure and litigations and loss of properties
by the inadvertant, wilful or negligent actions of this agent? How
can the unlimited liability of the members be enforced in regard to
these losses, since the general body has entrusted the appointment
and control of the agent to the Ceutral Bank? These agents are
asked to give security of a certain sum in cash or immovable proper-
ties or fidelitv bonds. These securities are very small, when compa-
red to the outstanding dues from members entrusted to them for
collection. Thev file suits for reéovery of these loans, execute decrees,
purchase properties in auction and sell them. Even in ofdinary
societies, these things are done on the resolutions of the general
body; and still instances are not wanting, where properties are
purchased for unduly large amounts by interested office bearers, only
to wipe off the debts, and bought-in properties are neither taken
possession of nor sold, but left with judgment debtor himself in his
undisturbed possession, though the society accounts may show they
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were purchased by the society,  Sometines these lands are sold for
verv small amounts, the writing off of the balance in loan being re-
commended. To leave these works in charge of an agent, seems to
be very dangerous aund requires sufficient safegnards. ‘These
supervisor agents are appointed for a group of societies numbering
about ten and having a total transaction of about Rs. 25,000 ; thev give
as security only fidelity bonds and pay a premium for the same. As
they are supposed to be under the direct control of the Central Bauks,
the Unions exercise no supervision over them practically. Left to
themselves some of thein commit very high-handed actions detri-
mental to the interests of the society and its members and handle the
‘collections in their own way. Union supervisors have been strictly
ordered not even to accept the societies’ funds for remittances, but
to see that they are remitted by the society itself without delay;
but, the same supervisor when appointed as the agent of the society
on the security of fidelity bouds is allowed to handle the collections in
societies as he may deem fit for discharging his duties.

~The analogy of alocal body being superseded and a special
officer appointed will not hold good in the case of a co-operative
society where there is a standing general body with a heavy under-
taking of unlimited liability. Unlimited liability can be ’enforced
only so far as the general body of members had absolute control over
the transactions of the society ; but if an agent is appointed by an
outside body and kept under their control, I do not know whéih&
the liability undertaken by the members is not tampered with and is
kept in tact. Cases have come to our notice of loans an‘u’i decrees
‘having been allowed to become time barred by some agenté, éolleé-
tions and sale amounts.of properties being misappropriatea,l propéﬁies
-being sold for under values, and agents colluding with .members 6f
property and relieving them from unlimited liability by refunding
their shares.. It is high time the working of the agency in societie:
4is.theroughly investigated by the authorities coucerned. Anvhow
the. present svstem of agency should be .discontinued. The‘pééa
clerk is preferable to an agent,since he will be doing evervthing in con-
sultation with the panchayat and the general body, and in casai a

better panchayat is not elected, the Registrar may be given power -

t0,appoint a committee from the members of the societv.
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Co-operative Milk Supply Societies
By Rao BAHADUR A. RaJABADAR MUDALIAR, B.A.

In the present campaign inaugurated by H. E. the Viceroy to
produce more and better milk for coasumption by the people of the
country, co-operative milk supply societies can play a very helpful

part. The weil-to-do people who form an iusignificant percentage

of the population either maintain their own milch animals or get
their milk drawn by vendors in their presence at their own places.
The problem therefore of supply of pure milk is important as affect-
ing the middle and lower classes who are compelled under existing
conditions to purchase their milk from the milkmen who carry it
from house to house or seil at some central places. ‘This milk as so
well known is largely adulterated. Steps are therefore necessary to
ensure the purity of the milk consumed by the majority section. The
chief aim of the Madras Miik Supply Union is to achieve this great
object. Iu carrying out this object the Union had a long and stre-
nous fight against vested interests and, thanks to Providence, it is now
having comparatively smooth sailing and even some of the milk-
men in the city and the neighbourhood have begun to appreciate the
value to themselves as to the consumers of the good services render-
ed by the Union. Encouraged by the example set by the Madras
Milk Supply Union, Coimbatore town has “started a similar society,
though within humbler limits, confining the operatious of the society
to a suburb or new extension known as R. S. Puram which is inha-
bited mainly by a decent body of peusioners and others. The Deputy
Registrar, Mr. A. D. Balasundara Mudaliar, who recently joined the
Coimbatore District has been evincing a keen interest in the organi-
sation of this useful society which it is hoped will soon.start on its
work. An important feature of this society is that it will get its
supply of milk from alwmost the same sources as the people of its area
have depended on hitherto, with the difference that the supply in
future will be under the control of the society which will see to the
purity of the milk and the correctuess of the measures used, and in
course of time it can also control the nature of the fodder supplied to
the milch animals. Iu the long run therefore the producers of milk
will be benefited by the society no less than the consumers. Their
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labgllr of carr_\'ingmilk from door to door will be saved bv the
society undertaking to purchase their entire quantity from ;he
) m,

possibly also for a better price than many of them oot hither
anticipated by this new society. ° rerto as

It is suggested that the other districts of the provin i
take up this co-operative service in such of théir t e
prospects of success, after studving the working of the \;)vrin.s o c.>ffer
which has the good fortune of being presid:d over‘ba I?S S?m.ﬂy’
Joint Registrar Dewan Bahadur K. Deivasikhamani h}i ;]T' retited
may be said to be the fathier of this sciieme in this rou‘ . :V‘ho
present Joint Registrar Rao Bahadur M. Giriappa ;,vllxjo s o he
with the promotion of non-credit activities is so enthusi lst' Frmsted
forward this very beneficial activity to the ntmost poiii;)cletoeftuslz

S en

that lt iS sure to l'eC(fiVe hi%‘ ‘I St s t
N )tﬂt.'u{))o‘ -
1 1 al]d encoula(,"enlellt Wherever

it may be attemipted.  In Mr. T Austi
3 . Mr. T Aust ; ; ‘
m we have a Registrar who

w01'11d gi've upgrudging support to any venture on co -ati :
w\h\ch 'W\H. Lielp to improve the economic condition gsmatlve basis
The District Economic Councils mav also verv proﬁtag;l,r .PEOI)le.
themselves in aud encourage the starting of mill‘: supply i ‘1”'t€reSt
supply societies by

Sl PP | 3 " e . .
1c.h aids as are at their disposal in areas where faciliti B
their successful working. itles exist for

. .’I‘he importance of this matter is sure to appeal to t
Minister in charge of Co-operation iu the Madrais G y 't et
whom a respectful submission is made that he may ki (c)i\ljevnm'lent .
the spread of this tvpe of co-operative activity as 1:1‘”21\/5‘:‘313&
s cely and as

gunickly as possible, with a view i
3 ‘ ) to help the ra lev
great beneficieut object of H. E. the \I/'icem\' pid achicvement of the
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Arbitrators under section 51 of Act VI of 1932,
By P. K. SrINIVasa RaGuava ACIIARYA, B.A.,
DPleader, Tindivanant.

Section 51 of Act VI of 1932 lays down the procedure to be
followed in deciding certain classes of disputes. The scope of
section 51, as it at present stauds, is very wide. Disputes relating
to the elections to the committees of societies have been held to come
within its scope. In fact, every kiud of dispute (other than a dispute
regarding disciplinary action taken by the society or its committee
against a paid servant of the society) comes within the purview of
this section. The pecuniary jurisdiction of the courls constituted
under this section is uulimited. Disputes, the decisions of which
involve the thorough understanding of complicated questions of law,
do often crop up and the courts under section 51 are invested with
the exclusive jurisdiction to decide those disputes.

The Registrar is empowered to refer the dispute to an arbitrator
or arbitrators. The practice that seems to be prevailing at present
is to ask each supervisiug union to send in a list of persons who are
competent to serve as arbitrators. It is also well-kuown that elections
to the committee are not tiie result of calm and mature thinking on
the part of the electorate. Persons who are willing to spend or who
are able to exercise influence on the electorate are returned to the
committee of societies and to the general body and then to the
governing body of the supervising unions. Persons anxious to come
into the limelight, irrespective of their capacity to discharge the
duties that may be subsequently cast upon them, canuot but be

expected to strive for getting their names included in the list of
arbitrators sent in by the supervising unions. Out of this the

Registrars are to choose persons who have to sit in judgment over

their brethren.

It is well knowi even to persons remotely acquainted with the
conduct of cases in civil courts that in mortgage cases most compli-
cated questions of law do often arise. To take a very simple case,
a member A mortgages two items of property to another member
B. Then he mortgages oue of those items and another one, not
covered by the mortgage to B, to the society of which both of them
are members. Then the itemw covered by both the mortgages is sold
to C, another member for discharging the first mortgage. The
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so.ciety has to institute proceedings for the recoverv of its dues
Since all the persons interested in the hypotheca are 11’1embers it is:
?111:\' courts constituted under section 51 that have oot exélu:ive
jurisdiction to entertain and decide the dispute. Whathis ﬂ;e 1'élief
to which C is entitled ?

.Cases of a more complicated nature do often arise. It has to b
admitted that the majority of the persous whose names are at preseui
to be found in the list of arbitrators are utterly unfit to handle such
cases. It cannot be said that there is a scarcity of comnpetent lawver
who are willing to help the movement by ‘acceptinv the osgs Sf
honorary arbitrators. The statement that the departm;nt is punab?e
to find from among lawvers persons who are willine to acéept sich
work can ouly mean that the gentlemen who are eut:usted with‘ tl
well-being of the wmovement do not think that thev should entrul:t3

13. vers lth 'OXk that the | i o
W \if W v are eminently fltted by thei 1111
ke, 3 elr trammb to

Instances may be given where a trained arbitrator is sure not to

adO t the 'S is "¢ i &
p course that 1S at pl tSellt I)e]ng adopted b pf rsomns aCtil] o
>

as courts under section 51, It seems to be a prevailing notion that
b

1t 1s necessary to take down the ‘statements’ of witnesses verbati
aud' have them signed by the deponents. It-also seen‘n; tll i
arbitrators think that summouses should be issued tol thesdef]atdthe
for each‘ hearn‘lg. The rules do not contemplate any such Zz Z_‘“t
The.arbltrator 1s expected to make a note of the eviden'ce of wi e,
es either in English or in the vernacular. On the r'dwm)ess-
recorded and on the documentary evidence placed be i %0
exgected to give an award or decision. It is not m;com

arbitrators who do not make any note of evidence at all m(;“ 10
take down verbatim what each witness states and, or those that
witnes's signing the ‘statement’ he has so mad-e. ) The procedure lai
down is one that is being adopted by courts of law \Sloce lme faid
cases summarily. The spirit of the rules 1s not at l-en .y .tl',V
understood and heuce the difference in procedur A being
being found. ¢ that is at present

insist on the

It iS better in thiS conne .()
ction to stat the proce a a
> ¢ I dure h S to
be adopted b,\/ the aIbItI(lt()l‘S after takiuo on Lheil' ﬁl t t h t

to them for decision. 1T :
ion. The Registrar after receivin

has to d’etermme as to whether he shonld decide the
or refer it to an arbitrator or arbitrators
his own file he is to issue summonses to

e the cases sent
g the reference

dispute himself
If he decides to take it on

the parties. If the case is
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ARBITRATORS UNDER SECTION 51 OF ACT VI OF 1932

referred to an arbitrator or arbitrators, the arbitrator, or the chairman
of the arbitrators issues summonses. Rule XVI (1) relates to the
mode in which summounses are to be served. It is to be mnoted that
the practice of sumuioning the defendaut for each and every hearing
is not sauctioned by the rules. I after the service of summons the
defendant turns up, he may be informed in person of the date to
which the case is adjourned. It he remains absent and if the arbi-
trator is satisfied that summons has been duly served on him in one
of the wavs contemplated by the rules, he has simply to declare the
defendant exparte and proceed with the trial of the dispute. It is
the look out of the defendant to see that he is preseut in court and
represent his case if he thivks that the claim has to be disputed.
The practice of taking muchalika from the parties to be present at
the adjourned hearing has also no legal sanction since the parties
cannot be fined for being absent on the adjourned date.

It is gratifving to note that this year the (overnment have
recognised the necessity of imparting instructions to the Iuspectors,
Supervisors, and the Panchayatdars of Societies through persons
who may be expected to know of co-operation. The usefulness of
the classes may vary according to the persous who have been chosen
and the persous who have attended those lectures. I may be permit-
ted to suggest that classes for aspirants for the posts of arbitrators
and for those persons whose positiou necessitate their taking up and
deciding cases may be of more practical use to the movement than
lectures on auditing and co-operation. It may also be useful to make
persous undergo training under some lawyer or lawyers before they
are entrusted with the trial of cases.

To conclude, I candidly hope that I shall not be mistaken if I
point out that the practice of asking supervising unions to seud in a
list of persons who can act as arbitrators should be put an end to, that
the Registrars should feel the desirability of securing the services of
trained persons to act as arbitrators, that the Department at any rate
can from among the junior members of the bar entertain persons as
Inspectors for the sole purpose of disposing of cases that may be
referred to them under section 52, and lastly persons who are to be
entrusted with the task of sitting in judgment over their fellowmen
may be made to undergo some legal training so as to make them fit
for the task that they are expected to take up.
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Liquidation and Limitation.

By P. K. SkiNivasa Racuava ACHARYA, B.A

“
Pleader, Tindivanam.
(Hansraj Gupta vs. Asthana, 63 M.L.J. 859
and
Hansraj Gupta vs. Dehradun and Mussourie
Electric Tramway Cempauny, Limited, 64 M.I.J. 403.)

The opinion that secms to prevail at preseunt amoung many of the
gentlemen connected with the administration of co-operative societies
is that limitation ceases to run avainst societies under liquidation
with respect to debts that were not time barred on the date of the
winding up.  The decision of the Privy Council in Hausraj Gupta vs.
Asthana (63 M.I.J. 839) is relied on in support of this opinion.

The facts that gave rise to the dispute that was ultimately
settled by Their Lordships are as follows :—One I, entered into a
contract with a compauy of which he was a share-holder. Certain
suwms of mouey had bzen paid by the company to I, as advance in
respect of the contract.  After the company was wound up the Liqui-
dator applied under section 186 of the Indian Companies Act for the
sumimary recovery of the sums advauced to I,. The petition was
filed against the executors of I, since by that time I, was dead. The
claim was not barred on the date of liquidation but got barred before
the Liquidator made the application. The executors moved the
High Court to have their names removed from the list of contiibu-
tories with regard to the shares held by I, on some technical grounds
and for the repayment of the sums paid by I, as application and
allotinent moneys with interest at 12 per cent per annum. The High
Court of Allahabad allowed the claim of tle liguidator and disallowed
the application by the executors. From these decisions two appeals
were preferred to the Privy Council by the executors of I,. The
appeal from the order allowing the application of the liquidator was
Privy Council Appeal 86 of 1930 and is reported in 64 M.IL.J. 404
and that from the order dismissing the application by the executors
was Privy Couucil appeal 127 of 1930 and the judgment in that
appeal is reported in 63 M L.J. 859. Both the appeals were heard
and decided by the same judges except in 64 M.L.J. 404 one of the
Learned Lords that heard 63 M.I,.J. 859 did not take part.
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The judgment in 63 M.L.J. 859 d(')es 'uot lay down the law wilth
respect to the applicability of the Iimitation Act to debts due.to the
company under liquidation. It was urged that the c:ont.lac.t to
take slléres was void and hence the execitors were m'xder no lability
in respect of the shares but were eutitled to have their 11a1.nes.161110v-
ed from the list of contributories and to hiewe the z’ipplxcauou and
allotment monevs repaid. At page 866 'I‘he'n' Ilordﬂ,].} ps.z?r.e pleased
to observe, ¢ Whatever may have been the right 31‘1(.1 liabilities of the
testator before the winding up intervened, the position was alte.red. by
the happenning of that event. At the commencement o‘f ihfa w'l‘ndmt@,-rf
up he was and had for three vears been e.utered on tnp.legls.ter o1
share-holders as the holder of share§ now in questlo.u, wth his ful
knowledge and assent. On the winding np, s.ect.x(?n' 156 o'f the
Indian Compaiies Act cawme into plav. His liability ‘ under that
section in respect of the shares was absolute and flowed ,flom th'e .factlz
of liis being on the register in respect. of these shqrcs. The origina
contract may supply the reason for his name having b,eefl. placed on
the register in respect of the shores, but after the winding up lns’
liability in respect of the shares arose ex ~le‘gie‘ al.ld not ex f:onfractu_
It mav' thus be seen that in 63 M.I.]J. 8)9 I?xelr Lordships have 1‘10t
dealt ;)vith the question as to whether limitation ceases t<.) run with
respect to debts due to the compan:v‘ under llql'udatmn. In 64
M.L.J. 404 Their Lordships hg.d to decide the questlolxz. 1At page 412
they say, ‘The learned judges, in the present case, too ;;1e errfone;ms
view that once the winding up com l'ueuced there could be no furt 1ler
application of the rule of limitation in regard to a'my de.bt d'ue‘ tc’> the
co{npaxly and not then alreadv time bar.red. Their Lo'x‘dshxps LlnoT;v
of no justification for this view. In this respect .there 1$ 110 ana ogy
between the position of a debtor to and a cr'ed}tor ofa company in
Iiquidation’. As regards debts due by the societies U.nd.er 1}q111dat10n
it has been held that debts barred by the.statute of lumtatlon~ on the
date of liquidation are not provable but txrfle cease.s to ru-n :rter tge
date of winding up. But where the debt is not time baxbre 1(on t ?
date of adjudication, the debt is nf)t afterwards affecte}d 1 v lapse o‘
time and can be proved in the bankruptey, even though the statute of

limitation may have run out on the date when such proof is made.

It can thus be seen that the decision under consideration far
c

R . : 3 1 * aoal it.
from supporting the view in question 1s clearly against
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A Reason for Overdues in Berar
By S. P. CHANDEKAR, M.A., LL.B, F.R., Kcon. S.
Honorary Secretary, The Akola Central Bank, Limited, 4Alola.

In the report submitted by the Reserve Bank of India, Agricul-
tural Credit Department, the Co-operative Movemeut comes iu for a
good deal of criticism. The gist of the criticism is that large
amouuts of overdues have been allowed to accumulate.  ‘I'his is also
made a ground for refusal to give assistance by the Reserve Bank of
India to the Co-operative Banks. The reasons given for accumula-
tion of overdues are over-financing and failure to take prompt steps
in case of defaulters.

The problem of overdues is acute in Berar,

No doubt these reasous might hold good in some cases, but I
think, a closer examination of figures will show that these are not
the real reasons.

Siuce about 1929 there has beeu a continuous failure of crops in
Berar. Before that the price of land was certainly higher and the
financing was made on that basis.

Even after 1929 when repayvments began to fall down, many
Banks took immediate steps to bring the defaulters to book and
proceedings were started against the defauniters. DBut unfortunately
the Government which helped Co-operative Movement in one
department could not do so in the other. The Co-operative Depart-
ment was prompt in giving awards or in liquidating societies. But
when the cases went for execution, thev were allowed deliberately to
pend for years, especially with the Collector., ’

Had the property been promptly sold off it would have fetched a
comparatively better price ; it would not have added the burden on
the member by way of interest and also it would not have added to
thie liability of tlie other members. I'he executive officers, as in the
case of debtors, hoped for better days to come. Certainly, there is
nothing wrong in hoping. But they failed to note the essential thing
mentioned by the report, that the Bank’s advances were based on
short-term borrowings.

Once the Registrar is satisfied that a member caunot pay the
amount, then there should be no further delay on the part of the
other executive officers in realisiug the amount ; in fact special steps
should be taken to see that the amount is realised soon. This would
avoid the problem of overdues to a great extent.

The executive officers failed to differentiate between the Co-ope-
rative Bank and individual creditor and thought that it would be
undesirable to give the Bank any facility for quick disposal.

If any further investigation is being made, then I would suggest
that this aspect of the case be aiso looked into. This would solve the
problem of overdues to a great extent.

—
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Conferences

THE FOURTH ALL INDIA CO
CONFERENCE.

The Fourth All.-India Co-operative Conference;
delegates elected by Provincial Co-operative Bm*
Co-operative Institutes, met at Bangalore City on the 3r
1937, Distinguished non-official co-operators from various provinces
and States, the Registrars of Co-operative Societies of the Punjab,
Madras, Coorg, Gwalior, Mysore and Cochin, and the officer of the
Reserve Bank of India in charge of its Rural Credit Department,
were among those who attended the conference. The opening session
was held on the morning of the 3rd at the Puttanna Chetty Town Hall
and the subsequent meetings of the conference took place in the hall
of the Mysore Apex Bank. Rajasabhabushana Dewan Bahadur
Sir K. P. Puttanna Chetty, xt., C.I.E., LL,D., the veteran publicist of the
Mysore State, welcomed the delegates. Mr. Jemshed N. R. Mehta of
Karachi, as President of the Provincial Banks’ Association, and the Hon.
Mr. V. Ramadas Pantulu, as President of the Provincial Institutes'
Association, jointly presided over the conference. Sir Mirza Ismail, the
Dewan, the Executive Councillors, the heads of Departments and pro-
minent non-officials of the State aud a large numher of others attended
the opening session.

Message from His Highness the Maharajah.

As soon as the proceedings commenced, Sir K. P. Puttanna Chetty
read the following message from H. H. the Maharaja of Mysore.

I am very glad to welcome to Mysore this Conference of people
who have distinguished themselves for their services to the
Co-operative Movement in India,

I wish you the best of all possible results from your deliberations
and trust that they may be fraught with benefit to the raiyats

of India,
Krishnaraja Wadiyar,

In the course of his brief address Sir Puttauna Chetty spoke of the
close co-operation that existed in Mysore between the Agricultural and
Co-operative Departments and of the efforts that were being made to pro-
vide amenities of life in the villages of the State in the shape of good
drinking water, roads and electric lights; but pointed out that ‘ the prob.
lem of problems in India’ was that of land revenue. If this was not
properly tackled, the other remedies applied, however good in themselves,
would prove ineffective. He said:

“Those of you who have followed the recent trend of discussions in
this country, especially the programmes of work of the various Provincial

Ministries now functioning, including the so-called Interim Ministries
'
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will have tioted the desire to tackle the Land Revenue problem with
earnestness and zeal, with a view to solve it in a manuner that might prove
beneficial to the cultivator. What the remedy may be which these
Ministries or their successors may adopt, we, of course, canuot anticipate.
But there can be no question that this is, perhaps, the problem of probe
]ems in India and it is just possible that in the long run it will be solved
on lines in consonance with what has occurred elsewhere in connection
with the Land Question. With the growth in “ direct ” taxation, the idea
of taxing Land by itself has nearly ceased to exist in Europe, Tax con-
tributions have taken the place of the revenue from land and fees. There
is no reason why a similar parallel rule may not successfully operate in
our own land. Nay, more than that, it would seem that taxes on com.
modities are likely to be replaced or at least exceeded by the imposts
levied on income as such, in the shape of either of income-taxes proper
or of charges on accumulated wealth. The recent history of the several
financial systems of the civilized world is almost decisive on this point,
A clear perception of the conditions under which the effective attainment
of reventue is possible is now recognised as one of the principal outcomes
of financial developments. Security and the absence, in particular, of
arbitrary imposition—which latter has rightly or wrongly been asso'cia-
ted with the revision of revenue associated with the periodical Land
Revenue Settlement operations—combined with convenient ‘modes of
collection have come to be recognised as indispensable helps in financial
gdministration, whose primary aim is the selection of really productive
forms of charge. I do not think I can pursue this complex yet all-impor-
tant matter further here, but would leave it for discussion by you,

ant ! ) b specia-
lists in Co-operation and Finance.”

The Viceroy's Message.

After the welcome address was delivered, Khan Bahadur Basheer
Ahmed Khan of Lahore, Secretary of the Provincial Institutes’ Associa-
tion, read the following Message from His Excellency the Viceroy :

“It gives me great pleasure to send my good wishes for the
success of the Fourth All-India Co-operative Conference
which is being held at Bangalore. Keenly interested as I am
in all that can make for improvement in the conditions of life
of the cultivators of the Indian countryside, I appreciate
fully the value and importance of the co-operative movement,
I trust that this Conference will lead to further extension of
the §cope for the service of the movement, to the true and
lasting benefit of the rural population of India.”

Mr. Mehta’s Address.

. Mr. Jemshed M‘ehta appropriately confined his address to matters
relating to the fuuctions of the Provincial Banks. He considered it
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fiecessatry that an All-India Provincial Co-operative Banks Act should
be passed by the ceutral legislature in order that these Banks my be
kept absolutely free from party or political influences in the provinces.
“The Provincial Co-operative Banks have huge financial resoures’ said
he, “ and we should be very careful to see that these resources do not
become instruments in the hands of Ministers or any political group ot
party to be used through the Co-operative Department, which has wide-
spread wings of influence and power distributed extensively, especially in
the mofussil in all parts, however remote. The influence of the Cos
operative Movement should be retained entirely for the welfare of the
people and should not be utilised for the purposes of any party, group
or political ends.”” Until such an All-India Act was enacted, he said, it
was of vital importance that the nature and extent of Government control
over the Co-operative movement should be clearly defined in the provin-
cial Acts; because the Registrars had appropriated for themselves
powers which were not assigned to them by the statutes and had become
directors without respounsibility. As Mr. Darling had said at Patna,
Registrars without financial advisers could be dangerous to the move-
ment. ‘*Ifitis the intention of the Provincial Governments to give the
controlling authority to the Registrars,” said Mr. Mehta, “it is but fair that
along with the control the corresponding responsibility of the Government
should also be made clear. The various Provincial Governments should
give statutory undertaking that they will come to the help of the Central
and Provincial Banks as soon as it is found necessary.” Mr. Mehta also
advocated that the auditors of co-operative societies who are now under
the Registrar should be placed under the control of the "Accountant-
General of each province.

Reserve Bank Report.

Dealing with the report issued some time ago by the Agricultural
Credit Department of the Reserve Bank, Mr. Mehta said :

“ Now, friends, permit me to deal at some length with the recent
report of the.Agricultural Credit Department of the Reserve Bank of
India. At the joint meeting of the Standing Committee of the Provin-
cial Co-operative Banks’ Association and of the All-India Co-operative
Institutes’ Assocation, which took place in Delhi during last Easter,
disappointment has been already expressed regarding the report. Be it,
however, said to the credit of the framers of the Report that they have
analysed the problems relating to agricultural finance in a very thorough
manner. They have diagnosed and located the disease, correctly dissected
the body, but have left it on the operation table for others to stich up the
wounds and find out medicine to cure it, They have comprehensively con-
sidered the credit facilities of various kinds required by the agriculturists
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11'1'111.dia and as this is the report from one of the highest banking authori:
ties in India it ought to be carefully considered. So far as theg \le ‘t('m-
?f providing long term credit through the agency of Land Mortgagqe lBZ “;{“
is concerned, I think it would be out of place if I dwelt on this pr bln !
in detgil because ordinarily it is not the function of the Provi&u'cpi (; Cem
ope.ratxve Banks to provide long term credit to agriculturists It ais tho.
business of Land Mortgage Banks which have at their dispose.d long t ;
finances. As we are not cousidering here the question of L:;ud Mogrt g
szluks, I can ouly say this much that the Proviucial Co-operativ Bgag'
will not be able to do much in the way of accepting advice of th ef ks
of this report, until and unless the Land Mortgage Banks are e i g;‘_‘flefs
on sound basis with sufficient funds at their disposal, and I r rershed
t.hat the agricultural credit department of the Rese;ve Banligre't Y oy
little hope to the Land Morigage Banks so far as finances are cglve et
The report embodies many useful suggestions to the Land CI)\:Imemed‘
Banks, I‘t suggests measures for restricting unproductive creed't-o'rtg'dlge
gests scaling down of debts by means of Debt Couciliation B ld’ lt e
sugg.es'ted principles of sound constitution for Land Mort e S},;t e
But it is ridiculous that so far as any active financial hel _gﬂge anks.
the report states : ' P 18 concerned,

With regard to the question of direct financial assistauce by th
Reserve Bank of India to the existing Co-operative Iand i’[t ;
gage Banks by investing in or giving money ou the O'rt.'
of .their debentures, we reserve our opinion until SECl;lfltY
gamed more experience of their working...... We sh‘:;; al‘;e
it one of the principal tasks of the Agricultural Credit D oart.
ment of the Reserve Bank of India to keep in touch witilpa;;t‘
Co-operative Land Mortgage Banks, study their constituti .
gnd working and give the benefit of banking advice e

. d.Iu s:f)r;, the Agricultural Credit Department of the Reserve Ba;lk of
ndia, which came into existence after lon
ich i g struzgle of the leader

countr.y, who beld high hopes that the main industry ol the
financing of which was formerly one of the main functio
ment, would now be seriously taken into hand by
in olai . .

in plain terms.that they would give nothing sy
- banking advice,”

of the country,
ns of the Govern-
the State Bank, states
bstantial except empt
The Reserve Bank p ; Stain Py
* fluidity of its resources " and thereforeI rc(;?l(:lsoets atf(;orlt]ialtl;talm kabsolu‘te
fun‘ds in debentl.lres, etc. of these banks. If the Reserve Banlo{C fup l_tS
which is practically a State, Bauk having enormous resourc0 o
Government'at its disposal, is afraid to lock up its funds in de; O one
of banks which are out to finance the staple industry of. the :os:::;l;ei
¥

wonder which other sources the Land M
: : ort '
their working.” gage Banks would t.ap for
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Mr. Mehta then proceeded to suggest the creation of a department
of rural welfare and upliftment in every Provincial Co-operative Bank.
He said:

Rural Welfare.

“Agfaras the Co-operative Movement is concerned, within the Move-
thent, we have gone so far as co-operative sale and supply societies,
housing societies, seed societies and some non-credit societies of other
types, but we have not vet touched even the fringe of the welfare work which
we, as Provincial Banks, should undertake. My suggestion, therefore, is
that eacl Provincial Bank should have a separate department of village
welfare and rural upliftment. The officers and staff appointed for this
purpose should have no,other work but to continually visit the rural
areas, make enquiries of the circumstances of the members of the co-ope-
rative societies, of the small industries and work such as dairying, bee-
hiving, poultry-farming, ete.,, which they can do outside the agriculture
during their leisure hours, induce them to collect their crops or collect
the milk, honey, eggs, poultry and such other saleable articles which they
can produce or make and get them sold through this department of the
Provincial Banks. Small loans should be allowed to them for such
purposes and all possible encouragement should be given to them in
improving their agricultural produce and inducing them to turn their
minds to cottage industries. I kuow for certain that much can be done
in this direction, and if the Provincial Banks with their wide influence all
throughout the mofussil area would undertake this type of work, the
result would soon be realised in material development.

“There is another way in which this Department could help. It is
to inquire about the grievances of the imembers of the co-operative socie-
ties and if they are found to he substantial, to represent them, through
the Baunk, to the authorities concerned and thus get their grievances
sedressed so that their lot may be somewhat easier. At present it is
very difficult for them to get themselves heard. They have no money
even to pay for applications which are at many places charged for highly.
The fear that they have of representing matters is such that they remain
silent. Generally the rural areas have corrupt subordinates and theit lot
becomes still harder. If the Provicial Banks can institute such a
department as may represent the cases of members of co-operative socie-
ties to higher authorities, it will help them greatly and it will be an
additional consideration for them to become members of co-operative
societies. Unfortunately at present the whole idea of the co-operative
movement is to borrow or lend and then struggle over it. This depart-*
ment also can make a link with the various Government departtuents
such as Agriculture, P. W. D., Irrigation, Marketing, that of the Director
of Industries and the Director of Information aud can thus add conside.’
rably to the happiness of the members of co-operative societies., It canm
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also help in the work of reconciliation. Wherever there is some agricul-
tural difficulty or irrigation difficulty, the officers and staff of this depart-
}nent can get them the help required and even the knowledge or
mforwation for that particular work. A little difficulty here in fruit
growing or in the growth of the crop, a little difficulty there when the
wgter sh.ould be taken from the canals, information about the market
prices, information ahout the weather conditions—all this could be
supplied to the advantage of members of co.operative societies by this
Welfare Department. The social work means co-operation in the right
seuse, and will eventually become a strong econoniic back-ground.”

Finally he pleaded for the starting of Folk High Schools on the
Danish model by the Government and the Provineial Banks in Co-opera-
tion with each other and for the recognition by Government of the
Co-operative Movement as an important factor in the nation building
programme,

Mr. Ramadas Pantuly's Address.

In the course of an interesting address Hon’ble Mr. V. Ramadas
Pantulu said :
. “Iam constrained to thiuk that the Movement has to some extent, lost
its r}loorixl_gs in India to-day, by its being charged with tasks too ouerbus
for it to dfscharge and by a very inadequate appreciation of its limitations
and handicaps. The failure of the co-operative credit movement to
achieve even a fraction of what was expected of it for the economic re-
habiliation of the village and the liquidation of rural indebtedness, has
set people thinking not merely about the canses of that failure but, also
about the actual potentialities of the movement to remove pox,rerty and
indebtedness among the people, even if we are able to eradicate the many
and the serious defects which are to a large extent responsible for the
Present unsatisfactory working cf the organisation. As a result of thi;
investigation we have arrived at the conclusion that Co-operation alone
cannot remove the economic debility of the Indian peasant or liquidate
his debt. The outstauding feature of our rural economy is that agricul-
ture, which is the maiustay of the bulk of the rural popuiation, is not
to-day an occupation of profit, but of subsistence, a bare and precarious
subsistence. A large number of holdings of the members of our societies
are un-economic. By “ecomomic holding” 1 mean a holding which
allows a man a chance of producing sufficient to support himself and the
family in reasonable comfort, after paying the necessary expenses of
farming and his rent or revenue. If a holding is not “economic ” in that
sense, no question of a margin of profit, out of which he can repay his
debt, arises at all. Indeed “ profits of cultivation” in regard to 90 per
cent of the holdings of our members is a term of art, coined by fhe
Settlement officers and such “ profits ** do not spring from those holdings
) . ’
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but from the fertile soil of the Settlement officer’s tef:hniqtle. Un?ess
agriculture is itself a secondary occupation or, if a primary occupation,
it is supplement by some remunerative su.bs.ldlary occupation, the Va?t
majority of the members of our credit societies, do not possess vx‘rhat is
popularly called *“ repaying capacity.” The catastropbic fall in prices of
land as well as its products, during the present prolon.ged period of eco-
nomic depression has destroyed what little margin which evc?xl a few big
agriculturists, with economic holdings, used to have at one time.

“It is not merely the uneconomic character of the bulk of our holdings
that the peasants suffer from, but also a repressive system of land tenure,
with its evils of absentee laudlordism, infeudations and subinfeudations,
and an oppressive system of land revenue which presses too hard on the
man with small holdings and cripples him economically. The age-long
dependence of the agriculturist on the usurious money-]end.er, who keeps
his victim in a state of perpetual subservience, has practically broken
the economic backbone of the indebted peasant. The closing of the over-
seas markets to many of our commercial crops, mainly due to the emer.
gence of a new phase of economic nationalism of our old customers, an
unfavourable exchange ratio (an over-valued rupee) and other compli-
cated factors have substantially increased the load of the agriculturist’s
debt and the burden of his taxes. The depres‘sing environment, which
envelopes rural life, and the low economic v'it.a]1ty of the peasax}t are thus
the results of many complicated social, political and ecc?tlonllc factors,
Attempts to increase production and induce the cul'tlva_tor to adopt
improved methods of agriculture are blocked by economic circumstances.

Reform of Land Revenue System.

“The demand of the people of the British Provinces in India to apply
to land revenue sound principles of taxation and 'to place it-o_n‘ a statu-
tory basis is a very old one. The vast disproportion of the incidence of
land revenue, compared with that of other taxes, and the necessity of
removing a part of that burden from those who are unabl.e to bear it,
and laying a more equitable share of it on other classes and mteresfs, who
are able to bear it, cannot be disputed. The Marquess of Salisbury,
speaking in the sixties of the last century, when he was the Sef:retary of
State for India, said: ‘So far as it is possible to change the Indian Fiscal
system, it is desirable that the cultivator should pay a Sn'laller proportion
o-f the national charge. It is not in itself a thrifty policy to draw the
mass of revenue from the rural districts.where capital is scarce. This
injury is aggravated in the case of India where so much of revem}e is

extracted without a direct equivalent.’
“TIt is now conceded that the settlements based on the price level
during the war period aud the post-war period must be scrapped, and
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that i, any case we must go back to 1912 or 1914, as the basis of future
reform. Itis further conceded that substantial reduction should be
made, even in the rates of land revenue even as they stood in 1912, in
order to give just and adequate relief specially to those whose holdings
are small and uneconomic. On the question of how the loss of revenue
caused thereby should be made up, at least partially, there is as yef no
consensus of opinion, Speaking for myseif and with special reference to
the brovince of Madras, I advocate the imposition of a graduated tax on
agricultural incomes, above a certain prescribed minimum, of holders of
land in the ryotwari areas as well as holders of permanently or terﬁpo-
rarily settled estates, There wiil of course be local rates in addition,
The Taxation Enquiry Committee p'1t up a reasoned case in defence of a
levy of tax on agricultural incomes with an element of progression in it.
It is now fairly clear that * political objections” and ‘‘administrative
difficulties” which have so far been persistently urged against such a
reform, both by the Central and by the Provincial Governments, can no
longer be urged by the Provincial Governors wlo have given clear assu-
rances that they will not interfere with the constitutional activities of
their Ministers; and no one will deny that laud revenue reform o these
lines is a constitutional activity, I believe that, under such a scheme of
reform, the relief that the small agriculturists in the province of Madras,
whose incomes from land are below Rs. 1,000 per annum would be 3
reduction of about 25 to 50 per cent in the amount of land revenue now
paid by them according to the varying conditions of the different tracts
of the Province.

“Relief to agriculturists in the permanently and temporarily settled
estates by reduction of the exhorbitant rents now charged on their hold-
ings and in proviuces where the tenants do not possess rights of occy-
pancy, by giving fixity of tenure, by making holdings heritable if not
alienable, is equally important, in other words, the tenants of estates
require adequate protection from rackrenting and freedom from eviction.

. Other Measures of Economic Relief.

To mention only a few of the other measures of rural economic
relief, which deserve the attention of the Government and the people,
the following may be seriously considered:—(1) Relieving pressure on
land, by promoting “schemes for reclamation of fresh land; (2) removing
some of the existing impediments to efficient production, such as exceg-
sive fragmentation and sub-division of holdings; (3) development of
minor irrigation works, in order to increase the area under crop and its
yield; (4) fiscal assistance to agriculture by a system of tariffs and sub-
sides, according to the needs and conditions of the several areas ;
(5) otganising the transport system of the country with due regard to the
special interests of agricultural industry; (6) establishing for the benefit
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of the rural masses a system of sound general education with special
provision for agricultural education and embodying the results of agri-
cultutal research within the practice of agriculturists; (7) revival and
preservation of village crafrs and home industries and protecting them
from foreign competition ; (8) provision of power and other assistance to
rural industries subsidiary to agriculture; and (9) eusuring to the
peasant fair treatment in the determination and recovery of debts, by the
modification of processual and contractual laws, so as to protect him
from the niore serious cousequences of indebtedness, such as the loss of
land or the permauent impairment of his capital.

Rural Reconstruction.

While I am in full agreement with the idea that the spirit of co-
operation is vital to organise rural reconstruction programmes, I am not
quite satisfied that the whole range of the economic needs of the
villager can ever be comprehended in the Co-operative Movement, having
regard to the present position of our village economy aud the well-
known limitations of Co-operation. I entertain serious doubts whether
the present day rural economy in India will lend itself to reconstruction
on a co-operative basis. It was nowhere attempted in the west, It might
have been perhaps possible under the old system of village community
life. But the community life of the village has been definitely replaced
by the individual ecomomy. Mutual co-operation has given place to
competition. The villager no longer feels that he is an integral unit of
a simple social structure, which is knit by mutual self-interest.

After giving my close thought to several programmes of rural re-
construction, I feel that there are several items in them, which either do
not rightly pertain to the sphere of co-operation, or which cannot be
successfully carried out by the co-operative orgaunisatious. In these
programmes, there are such items as the education of the villagers’
children, the construction of village roads, maintenance of rural dis-
peusaties, village conservancy, construction and repair of drinking water
sources like wells and tanks and maternity welfare schemes. I cannot
really understand why such services to the village community, which
under the modern systems of administration, rightly pertain either to
the Provincial Governments or Local Bodies like District Boards and
Village Boards, should be tihrown on the shoulders of “Co-operation.”
Those shoulders are certainly not broad emnough or strong enough to
bear such heavy burdens. It must be pateut to every one who has the
faiutest acquaintence with problems of administration, that it is impossi-
ble to accomplish surh a programme without the statutory right to tax
the villagers and the legal power to enforce the obligations which are
involved in the carrying out of such a programme,
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My solution for the socio-economic reconstruction of our rural life
is the creation of statutory village panchayats with powers of taxation
and administration. These panchayats are the only ol‘ggnig;tions
which cau effectively carry out schemes of rural recoustruction‘ 1 ax‘n’
aware that there are village panchayats and Village Panchavs .‘ L
many provinces. They are amere farce and a sham. E;IoIqul(])C\'lilsi;Ext{s(i)c\'tgl-i:i
ment ever took kindly to these village sell-governing bLodies. In a
scheme of centralised governiment, devolution of power on the loweq‘t
administrative unit like a village, by a process of thorough-going alid
genuine decentralisation, is most difficult to accomplish. I\T;itllex' the
Provincial Governnent nor the Lecal District Board nor the heads of
de.p;}rtments hke. Revenue, Irrigation, Forest, or Sanitation etc \;ere
willing to part with any of their effective powers to the villave ad-n'inis*-
trative unit. Ou the finaucial side, these panchayats \ver: 11‘6’1te‘d ;.(
niggardly as to make it impossible for them to run their ﬂ(l;llilli;tr'lti\:)ll)
on any deceunt standards of efliciency. The entire land revenue 0611;01'*(1
in the village is carried to the Provincial Revenues and an additional cey' 5
called the local cess is collected to spoonfeed the local s\elf-gov;ruil;Si
bodies ; and in the process of doling out fractions of that cess to sever'\{i
local bodies, 1o more thaun a tiny drop reachies the village panchav;;t A‘n
this must change if the Provincial Governments reallv believe Jiu .ruml
reconstruction and seriously meau to carry it out. Ijxllcss an adequa;e
portion of the land revenue collected in each village is left in the village
itself for ac.hninistration of the village panchayat, to be supplementedf
local taxation, village self-government will continue to be il]lusory. d

When effective statutory village panchayats are set up in the villages
and ‘th'e village self goverument is bhased on a satisfactory financial zuhd’
administrative basis, the co-operative organisations can and will functi
as useful auxiliaries to rural reconstruction. Indeed the village cr (cimt
so.ciety can be made to comprehend a wider range of t’l‘,e villa ,gfi. credt
miclife than it now does and can be turned into an agen;z ; t%) ; v the
villagers together for many conimon purposes, ’ fraw the

The True Role of Co-operative Credit.

‘G-reat as the economic potentialities of co-operativ
a ml‘stake to believe that a credit society can or oug
needs of *everyone and for all purposes. The position is well put up by
cl;g:ii.fir‘ (Ij%rzrqgtie:ggrcerndt?atus i “'The Credit Union is a sane blf)sinessp-lik)e

b edit, 1 rery i
eligible to and worthy of’c;:(tiifto;r:o‘te;éraiﬁ]I;il:xl't’ol;::' f({: i"‘f‘-ry app‘lica‘uf
which hold f?rth a real probability of ultimate \’F')lll‘le' ’to :]h (i)r Pmpo“i
I feel that this tr.uth has been often over-looked ;u the 'lete Ol‘iowers.
cost. Co-operative opinion, official and non-official h}])% 1,1(1)1\1¢1ei;rt01?:>1‘rv
; 3 *7y H

e credit are, it is
ht to cater to the
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wveered reund to the view that the main function of the co-operative credit
society is to supply efficiently, promptly and adequately the normal
seasonal credit needs of the agriculturists. Nevertheless, the ground
hitherto covered by co-operative banks in financing productive operations
of agricultural industry is insignificant, while that left uncovered is vast.
Short term credit comprehends not merely credit for operations of actual
production, but also for purchases of goods or services required for farm
operations, as well as domestic consumwption of the farmer and also credit
for marketing his produce. This itself is indeed a vast range of the vil-

lager’s economic life to cover.

The preliminary report recently isstied by the Reserve Bank of India,
under section 55 of the Act, has a great deal to say about co-operative
credit. Co-operators, [ believe, will be in general agreement with the
emphasis laid in the Report ou the need for the loaus from central banks
and societies being largely limited to cultivation finance and to so control
credit as to prevent over-financing. I do not however know what will be
the reaction on co-operators of the report as a whole. Speaking for
myself, I regret T am unable to agree with much of what is contained in
the report on the Co-operative Credit Movement. The report is written
in text-hook style, setting out the wain principles of agricultural credit
and the canons of sound banking, with special emphasis on the limita-
tions imposed by the very nature of agriculture in respect of credit
facilities, and hardly does justice to the particular subject on which it is
required to report under section 55 of the Act, namely, “the improve.
ment of the machinery for dealing with agricultural finance and methods
for effecting a closer connection between agricultura! enterprise and the
operations of the Bauk,” The report is extremely disappoiuting and has
largely misunderstood the principles of Co-operation.

The report, starting with the idea that it is difficult to finaiice small
scale agricultural production and that it is needless to finance the produ-
cer in respect of marketing of his crops, as these are invariably sold or
pledged fo the dealers in the village or market centre, an elaborate defence
is set up of the attitude of the commercial banks towards financing of the
agriculturists——” ihese banks are neither conservative nor indifferent. It
is the market conditions, withh their diversification aund vagueness. that
hinder their helping the farmer.” I do not know how market conditions
improve when advances are made to merchauts on the pledge of produce
which is still ungraded or unstandardised. The authors of the report
have frankly no faith in co-operative marketing, even in the holding up
of produce for a better price after the lharvest, as too much risk and
expense are involved in storage, outweighing any possible rise in price.
It is assumed throughout that co-operators at the helm of affairs are
lacking in the knowledge of markets and technical skill and persumably
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could not acquire those qualitics even by study and experience—qualities
in which uneducated merchants excel. They go on to argue “if they
employ experts it will almost amount to the same thing in the end as
going for the services of middlemen.” They, however, approve of loan
and sale societies, with wareliouses, as useful ks between dealers and
commercial banks. What an enviable role for Co-operation !

The climax of ignorant criticism of the Co-operative Moventent is
reached when they deal with the Provincial Co-operative Banks., They
say, * If these institutions appear to be too one-sidedly representative of
the debtor, they will not carry confidence when they wish to borrow.”
Again, “ A bill issued by a primary and discounted by an apex bank, will
have very little added to its value by the intervention of the apex bank,
if the latter is merely a combination of the various primaries and is in the
same boat with them.” Itis high time that the Reserve Bank kuew
sontething of the resources of the Co-operative Proviucial, Central and
evenn Urban Banks, whicli are all embarassed by the plethora of funds the
public have been depositing with them, in spite of the low rates of interest
offered and the so-called dominance of the borrowing elements. Have
the authorities of the Reserve Bank investigated the possibilities of pro-
viding Provincial Banks with finance to aid the movement and marketing
of agricultural products, at specially low rates of interest on the backing

of documents of title to goods which satisfy the standard prescribed hy
the Reserve Bank ?

The portion of the Report dealing with long term credit is equally
disappointing. Reading the report carefully, the very need for long term
credit seems to be questioned, not to speak of the soundness of meeting
it by any bank., If all long term credit is a deviation from the straight
path, the control of it by borrowers and not lenders--as 1t strikes them
to be the case in India—is vicious. I do not know on what authority it
is stated that “ the theoretical pre-requisite of co-operation is that some
in the group (in land mortgage banks) should be lenders and others bor-
rowers.” They are however gratified that the existing central land
mortgage banks are mostly of a quasi-co-operative character, without any
predominance of voice to the horrowers in their mauagement. What a
traversty, I ask, of Co-operation all thig is! While the Reserve Bank are
pleased to recommend the debentures of the Central T.and Mortgage
Banks to insurance compaties, they do not promise any financial aid
themselves by way of investment in, or advances on, such debentures.
The special efforts made by almost all countries abroad to deviate from

the beaten track of joint stock banks, with a view to go to the rescue of
the distressed agriculturists, special

or no attention, and no significance
State and the central banks

ly after the depression, receive little
is attached to the way in which the
In other countries help the agriculturists
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organised in co-operative societies. I feel no hesit'atiox} in s.a_\'iug tlh:ilt
schemes for the econowic development of rural India will be 1ncomplete
and are not likely to yield beneficial results, unl.ess th? beuefi‘ts o‘f th.i
country’s banking system are extended to the agrlcult.urlst:;. Ihe. ‘11epoi‘
of the Reserve Bank shatters thie high hopes entertained by legislators

and co-operators in this behalf.

The Problen of Agricultural Indebtediess and its
Co-operative Solution.

Closely associated with co-operative cred.it, is the problemA of 1‘1:11'-211
indebtedness. Indesd, the co-operative cred'lt 1110\'emc:nt owes 1-rs oingm
to a desire to find a solution for the redemption of. agr'lcult.ura'l mder)tc.ad-
ness. The problem of indebtedness has far-r.eachmg nnphca.tlo{)s, which
pervade the whole range of our rural economics. ne c.hromc indebted-
ness of the ryot is certainly respousib}e. fo'r our low agrlcult.ural prodl}c_
tion, and low agricultural production, 111.1ts turn,lleads to 'm'creased in-
debtedness. I have often expressed the view that, in the 111.:1]or1ty'of cases,
indebtedness is the result and not the cause of poverty in Iundia. The
average agriculturist borrows not becau.s:e lie cai, but ‘because‘: he 'mu]slf,
though in some cases borrowing may be improvident. The mq1e cle‘ef'u y
I investigate into this problem, tlie more confirmed I'become in thls. VIE\'V.
So, to my mind, the real solution to the problem of 1x1§ebteduess lies in
the removal of the factors which account for t.he ghromc poverty of the
masses, which, inits turn, leads to ever-growing indebtedness.

Before I proceed to state what co-operatio-n can fio to reduc§ indebt-
edness, let me guard myself agaiust two pqsstb]e 1111522’)[.11‘61‘1 .5101;fs Ili
the first place, it must be remembered tha‘t 111§el)teduesa is, In 1tse . n(;
a cause for anxiety. Debt, when prodtllct.lve, 1‘5 as useftlﬂ .to an agnf:u -
turist as capital advanced to an industrialist. Such Fiebt isreally nf:cessa;y
credit and not debt. In normal agricultural pursu?t, t1-1e economntic bachli
ground of seasonal credit is the harvest oyt of \'vhlcl'l it comes. It .w11
be wroug to assume that there are no'agrlculturlsts, 11’1 whr)?‘e‘ cas; 15111().1
credit is productive and is being repaid f‘rom tl%e year's harveatf. o aw‘t?
reason to believe that about one half of the agl‘lcgltt}ral d.e‘bt (1) n xanls
floating debt, borrowed and repaid annually., Itis fu Fhlvb sfp 1‘erl§:‘ rea' );
that co-operative credit can do a great deal, both . by 'wa) 0 51? Stan,t]a
reduction of interest paid on it and gf so controlling it as So pres elnt ow:lr'.
financing, which will lead to a portion of the so-called s(eiasouath ctrethlt
becoming a chronic debt. In the second place, I dF) not exf]yh a e
agricultural population of the country.have had their sh:%re ° the econo-

ic benefits which have accrued from improved communications, opening
o of tra improved systems of survey and laud-records and mainte-

up of trade, It may then be asked why indebtedness has not

nance of law and order.
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decreased in spite of the elements of prosperity, The answer is that some
part of the increase in the debt is indeed due to these very factors which
have contributed to impart an-enhauced value, to the land as well as its
products, therchy making land a coveted security, and enhaucing the
borrowing power of the rvot.  There should have been no occasion for
regret if these faciiities were availed of by the ryot to improve his econo-
mic position an- to strengthien his ability to produce more and add to the
agricuitural wealth of the country. But, the number of agriculturists
who counld have taken advantage of these factors was never very great,
for the buik of our holdings were tiny and un-economic ; and théy were
not touched appreciably by these factors.

It is now for me to express myv opinion on the question, “ Have
co-operators any solution to the problem of indebtedness?” In regard
to debt borrowed for agricultural operations and repaid out of the harvest
annually, yes, co-operators have a solution. Controlled credit cal‘efllliy
dispensed through co-operative credit socicties, at rates of interest sub:
stantially lower than those caarged by money-lenders, provide a realb'md
effective remedy for the problem. Such credit fructifics in the pocket; of
the borrowers, gives them a larger margin by the reduced interest charges
they have to pay otherwise, and rescues them from the grip of the sow:a‘r
or the village money-lender, who, in addition to charging i;nerest on the
loan, oftentimes binds his debtor to part with his produce to himself for
low prices, thus frustrating schemes for the co-operative marketing of the
produce. Every endeavour should therefore be made to expand co-opera-
tive credit along these lines. Such expansion will not only benefit the
members of our societies’ who directly come under the schente, but will
also bring about a substautial reduction in the prevailing rates of interest
and cousiderably lessen the influence and power ;

There is 1o reason why we should not succfed'cgllx t(l)lfistleIZ(lleljl(:(ljl)r-leixzde'r.
set about the task earnestly and make our plans weil. ‘ ’ e

Then comes the accumulated unproductive debt. My study of the
problem of this debt has convinced me that a large prop(/)rt‘ion of those
who are involved in such debt are incapable of being saved through
co-operative remedy or any other remedy for the matter of that except
the cancellation of the debts by State action. The time has now come
for the State taking drastic measures to wipe out such debt. In the inte-
rests of national economy, the legal rights of the creditors have to be
sacrificed. But there are some classes of debtors who can be assisted by
Jess drastic measures.

(1) Iu cases where the labilities exceed the assets, a speedy and
mexpensive machinery should be set up to release the debtor
from the cousequences of his debt by placing all his assets at
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the disposal.of his creditors, with tlie exception of his dwell-
jug house and other indispensalile assets which the law even
now makes unavailable to the creditors. For this purpose, a
simple rural insolvency law, somewhat on the lines suggested
by the Royal Commission on Agriculture, the Civil Justice
Committee and the Central Banking Iinquiry Committee,
should he enacted in each province without delay.

{(2) In cases where the debtor can be saved by scaling down his
debts, to a certain extent, the machinery of debt conciliation
should be set up. The existing measures for debt concilia-
tion are, in my opinion, wholly inadequate to produce any
effective results. The conciliation beards must have wide
powers to settle the debts at levels, which the debtor can pay ;
and they must have statutory powers to enforce their decisions
against any individual creditor, in whose case they pass an
award. A certain percentage of debtors can be saved by such

a process.

(3) In the case of debtors, the volume of whose original debt or the
conciliated debt, in relation to his assets, is such thatit can be
repaid say, in a period of 20 or 23 years with a small interest,
the co-operators have a remedy to suggest. It 18 the scheme
of liquidation of prior debt through co-operative land mortgage
banks. It is gratifying to be able to say in this connection
that Madras has done better than other provinces in regard to
the iand mortgage banks. The report of the Reserve Bauk
clearly shows that the commercial banks are unable to aftord
any relief to agriculturists by way of long term credit. So, in
this field, co-operative credit can play a useful part.

Our programuue for the reform of the co-operative credit movement
must, however, be broadbased on the steady and continued education of
our members in the principles and practice of co-operation and on the
creation of the right kind of rural leadership. The importance of the
stich leadership canuot be exaggerated. In an instructive article, which
Mr. F. B. Wace, 1.C.S., the Registrar of Co-operative Societies in the
Punjab, has sent me for the current issue of the ludian Co-operuative
Review, he describes the working of two credit societies, situated in two
villages whose agricultural and general economic conditions are practi-
cally the same. They are botli situated in secure and well-established
canal colonies. The degree of education in the two villages is not mate-
rially different. The departmental audit and supervision over the two
societies is exercised in the same degree. While one society has subs-
tantially bepefited its members, by co-operative credit, the other has
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virtually ruined them. How is this to he accounted for? I may give the
answer in the words of Mr. Wace himself: He says: © Answer can ouly
be the difference in character and leadership. Whereas in the one society
there has been a president who, without possessing any marked material
or social advantages, has steadily taken the lead by force of character and
has himself set an example of thrift, hard work and better living resulting
in a material improvewment in the position of the villagers even through
years of depression ; in the other society, the leader of the village, with
all the advantages of tribal leadership and the prestige conferred by
Governnient favours, has led his village aud fellow tribesmen down the
voad to ruin.” We 1aust learn two lessons from this. One is that the
success of Co-operation on its material and business side wholly depends
on the strength and soundness of its moral side. The other is that we
should not waste excessive sympathy on the type of the bad society
described by Mr. Wace ; and if we miean to succeed, we must operate 0111\;
through the good societies of the first type in the story of Mr. Wace. )

The Proceedings of the Fourth All-India Co-operative Confzrence

The business session of the Conference was held on the afternoon of
3rd July at the Apex Bank hall, Bangalore City, the Hon. Mr. V., Ramadag
Pantulu presiding. He said that the deliberations of the All-India
Co-operative Institutes’ Association and the Indian Provincial Co-ope-
rative Banks’ Association would be held jointly then. On the previous
day the subjects committee had met and drafted the resolutions which
it was for the Conference to deal with. He was very glad to see
that the Registrars of Co.operative Societies from Madras, the Punjab
and Mysore were present. In Madras there was always complete
co-operation between the Department and the Societies and he hoped
that the presence of the official members on occasions like that would
further the spirit of co-operation. Mr. Ramadas was glad to note that
the representatives of the Reserve Bank of India also were present. Th
Conference would greatly appreciate any suggestions which the Registrare‘
and the representatives of the Reserve Bank might offer. ’

The Conference then took up the draft resolutious for consideration
Mr. V. M, Thakore moved :

*This Conferetice resolves to request the Government of India
'to so amend the Indian Income-Tax Act as to exempt from
me)m.e-tax and supertax the incomes derived by CO-Operative
societies from (a) investment of their own reserve funds
in Gf)\'/emment securities ; and (b) investment in Goverxuneﬁt
securities for purposes of fluid resource to be maintained on

a prescribed scale, under statutory obligation, in force in each
provitce.”
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Mr. Hasham Khan secouded the resolution which was then unani-
mously adopted without any discussion.

Rights of Institutions in States.

Mr. V. M, Thakore then moved :

2. “This Conference recommends to the Government of India
to amend the Reserve Bank of India Act so as to secure to Pro-
vineial Banks and Co-operative Societies in Indian States the
same rights and privileges as are available to such banks and
sacieties in British India, under the Act.” '

Mr. A.C. Sherlekar (Indore), in seconding the resolution, said there
was no need to elaborate on a resolution which spoke for itself. Mr. K.
Bhashyam (Madras) wanted to know what the attitude of the Reserve
Bank of India was oun that matter. Mr, K. G. Ambegaokar, on behalf
of the Reserve Bank, said that it was obviously a matter for the Govern-
ment of India. The Reserve Bank had nothing to do with an amend-
ment of the Reserve Bank of India Act. Mr. K. Bhashyam observed
that if the resolution was sent to the Government of India they were
sure to refer the matter to the Reserve Bank for the latter’s opinion.
It would help the Confereuce to know what the Reserve Bank thought
about it. Mr. Ambegaokar could not say anything on that subject on
behalf of the Reserve Bank.

Mr. M.A. Gopalaswamy Ayyangar (Mysore) said that a similar resolu-
tion had previously heen forwarded to the Government of India who dec-
lined to accede to the request made in the resolution. Though individuals
in Indian States could hold shares in the Reserve Bank of India, co-opera-
tive societies and co-operative banks doing business in Indian States
were prohibited from holding shares in the Reserve Bank.

Mr. Ambegaokar said that it was a matter which could only be dealt
with by the Government of India. It could be discussed only in the
Central’ Legislative Assembly, It was not at all a question for the
Reserve Bank of India to consider at that stage.

Mr. V. Ramadas Pantulu stated that at the time the Reserve Bank of
India Act was before the Select Committee of the Central Legislature he
pressed the view that co-operative societies and banks in Indian States
should be allowed to own shares in the Reserve Bauk. Of course, at that
time the Reserve Bank had not come into existence. His view did not
prevail with the Select Committee of the Central Legislature and the
then Finance Member, Sir George Schuster, also opposed that view,

Mr. Ramadas Pantulu believed that the Government of India would
not now object to what the resolution desired. It was time that an
agitation was set up in support of the resolution, At a time when the
question of an All-India Federation was in sight, Mr, Ramadas Pantulu
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thought, the Government of India would not refuse such a reasonable and
simple request. (Laughter).

The resolution was unanimously passed.

Reserve Bank Report.
Mr. V. M. Thakore moved:

3. (a) “ This Conference places on record its feelings of disappoint-
ment at the preliminary report issued by the Reserve Bank of
India under section 55 of the Act and requests the Central
Board of the Bank to give effect to the provisions of Section 17
of the Act, so as to provide through the Provincial Co-operative
Banks agricultural finance on the security of co-operative

paper of the standards and eligibility laid down by the
Reserve Bank:

(b) “This Conference further requests the Reserve Bank of India
to provide provincial co-operative banks short credit at special
concession rates for purposes of developing sale and supply
societies (marketing scieties) on the security of promissory
notes bearing the signature of provincial banks, supported by
documents of title to goods.”

Mr. V. L. Mehta (Bombay) in seconding the resolution, said that
though it was divided into two parts only yet it was really composed of
three parts. The first part referred to the Preliminary Report on Agri-
cultural Credit issued by the Reserve Bank of India as required by Section
55 of the Act. The Conference was decidedly disappointed at that
report. That disappointment on the part of co-operators in India
had found expression on numerous occasions all over the country, both
on public platforms and in the Press. He did not therefore, think that
any useful purpose would be served by recapitulating at that stage the
causes for the disappointment.

The second part of the resolution, continued Mr. Mehta, was the most
important one aud coutained their request to the Reserve Bank, if not to
declare their policy towards provincial co-operative banks, at least to
indicate on what conditions and to what extent they would be prepared
to give financial accommodation to those banks for agricultural loan pur-
poses.

The Report prepared by the Bank made no reference whatever to the
differences among the various provincial co-operative basks in the coun-
try and treated them all ag being quite similar to one another. Further
the Report did not make any attempt to examine—as the Act contem.
plated the Report should do—how far it would be possible for the Reserve

Bank to extend financial assistance to the provincial co-operative banks

in the latter’s agricultural credit operations. They had received a great
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deal of advice as to what they should de and should not do; that was all
the Report had given them ! (Laughter). The co-operative bauks were
all very grateful to the Reserve Bank for that advice and the banks were
themselves beat upon improving their standards. But aiong with such
advice the Report should also have given an indication of the lines on
which, and the extent to which, the Reserve Bank was prepared to
afford financial accomimodation to co-operative bauks which followed that
advice. It was unfortunate that the Report did not say anything about
that. He would not be revealing any secret if he said that when Mr. Dar-
ling consulted the co-operative banks prior to the drawing up his own
Report, Mr. Darling referred to the financing of the banks by the Reserve
Bank and to the conditions on which that should or could be done. But
as Mr. Darling’s report to the Reserve Bank was not published they did
not know what conclusions he reached on that matter.

At the exclusive preliminary Conference of Registrars of Co-operative
Societies held in Delhi, Mr. Mehta continued, which was unassisted by
any non-official, the deliberations resuited in the drawing up of a numb.er
of recommendations ‘* in a string ”’ referring to the lines on whicli Regis-
trars could request the Reserve Bank to give finaucial accommodation to
different proviucial co-operative banks in the country. It was unfortunate
that those recommendations would not come up before the general confe-
renice to which nou-officials also were invited though they were on the
agenda that day. He did not know in what pigeon-hole of the Secretariat
those recommendations of the Registrars had found their final rest!
(Laughter). Those recommendations had been conceived on very laudable
lines and referred to such matters as the extension of credit to co-operas
tive banks, the class of documents to be taken as security, etc.

The provincial co-operative banks now wanted to know definitely
where they stood in that matter and on what lines they could secure
financial accommodation from the Reserve Bank. It was true that
at the present time no provincial co-operative bank needed any finan-
cial accommodation, as all of them had more money on their hands
than they knew what to do with. But they might not always be in th.at
position and therefore, they wished to get an assurance and a (.ieﬁmte
statement of policy from the Reserve Bank of India on that question.

The third part of the resolution, Mr, Mehta went on to say, was
merely a continuation of the second part. It suggested that, in addition
to the discounting of ordinary agricultural paper, the Reserve Bank
should make available to provincial co-operative banks facilities to extend
their business of financing the marketing of agricultural produce.

They cannot have it both ways. On the one hand we are criticised
by the Special Marketing Officer of the Government of India who says
that we are not taking sufficient interest in financing marketing efforts,
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On the other hand the Report of the Reserve Bank of India on Agricul-
tural Credit throws cold water ou co-operative banks undertaking that
work, which, they said, fell within the scope of capitalistic banks.

Mr. Mehta added, he would state with all the emphasis he could
command, that no such monopoly could be given to capitalistic bauks.
He did not see why co-operative banks, which were in close touch
with agricultural operations, should be debarred from financing market-
ing activities. In a small way co-operative banks had been doing that

work for long and efficiently, and it was the duty of the Reserve Bank to
encourage them in that work.

Sir M.G. Deshpaude said they had all expected that the inguiry made
by Mr. Darling prior to the drafting of the Report would have helped the
banks in that respect. Previous to the inauguration of the Reserve Pank
the co-operative hanks used to get from the Imperial Bank of India funds
for financing marketing operations, but since the Reserve Bank came
into existence even the Imperial Bank of India was not willing to give
them that accommodation. (Laughter), It was, therefore, quite essential

that they should press that matter on the attention of the Reserve Bank
of India.

Mr. K. G. Ambegaokar (Reserve Bank of India) said he would reply
in turn to the three parts of the resolution referred to by Mr. Mehta.

In spite of the severe condemnation of the Reserve Bank’s prelimi-
nary report on agricultural credit in which they had indulged, the
members, he thought, should feel grateful to that report which had

provided so much matter for their discussions and filled up their agenda !
(Laughter).

Speaking seriously, he said, he wanted to show how much precious
ammunition they had wasted, mistaking a friend for an enemy! When
first the condemnations of the Report were published soon after the
release of the Report, Mr. Ambegaokar had thought that it was the result
of the exigencies of journalism which made imperative a quick review of
an important report, But the condemnation still continued, long after
the publication of the Report, and his hopes, of second thoughts oblite-
tating first impressions, vanished. Somehow he found that their first
impressions exercised such a fascination even upon the most advanced
intellects to such an extent that they found themselves unable to shake
such impressions off,. He exhorted them not to be led away by pre-

judice and a desire not to find sense in anything which the Reserve
Bank did.

Mr. Noor Mahomed :

I wish that sense had been shown in the
Report! (Laughter). . ’

Mr. Ambegaokar said that the condemnation of the Report was due
to misquotations from and misreading of the report, He could cite
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: int. He requested them all to read
e ot feet nt; :zzﬁi:x:?ug:ot to be misled by others’ opinions
of the report. I? they did so they would find that the Reserve .]‘3'ank
ired to help co-operative banks to the fullest e'xt.eut possible.
'.Ellé’y i:fiu’ti) remember that the report was only' z'a prehfnmary report
and that it had been issued to elicit interested opinion on it. It was nc:t
i final report. Nor was it a recent report. Though it
ws o se_nTeg only six months ago it was drafted a year ago ! (Laughter).
;-vlasd;;gtﬁ:tl;el chre was any justification for the severe condemnation
e .
which the report had met with. |
Referring to the secoud part of the T-e501.11€1’011 Mr. Ambega;;kar said
hat resolution took the ‘‘wind out of his sail.” Some such scheme as
o templated in the resolution was absolutely essential and the
g:zercv?;aui were already examinin.g that point. They had tot been
secretive about it but had discussed it openly.

the report first-h

The Reserve Bank were working out a scheme on the lines suggested
in the resolution, mentioning the lines and the e'xtent to Whl(‘l.l the
Reserve Bauk would be prepared to afford financial accommod.atlon to
provincial co-operative banks to enable the latter to finauce agricultural
operations. He did not think there was any desperate }mrry for them. to
publish that scheme. The Reserve Bank wan'ted to Walt'and see which
bank required such accommodation. They wished to wait alsq because
they wanted to secure that as large a nur‘nber of banks as po§s‘1ble were
benefited by the scheme, their affairs being brought to a position enab-
ling them to take advantage of the scheme. Bl'lt he fou.nd .that the
Reserve Bank’s expectations had not worked o§1t in that direction but
had onlv resulted in the co-operative banks ha\.u%]g. taken- umbrage under
the rept;rt ! (Laughter). That was not the spirit in which the co-opera-
tive banks should have received the report.

A Circular, stating the lines on which the Reserve- Bank would
afford financial accommodation to proviy.cial co-operative baul?s for
financing agricultural operations and detailing the scheme to which he
had referred would be published shortly. fI‘here was, therefor‘e, 1o ques-
tion of co-operative banks receiving anything but sympathetic conside-
ration from the Reserve Bank. (Cheers). .

Referring to that patrt of the resolution-whlch f'eferred to financing
marketing operations, Mr. Ambegaokar 'an.d that it was only as a result
of a misreading of the Report that the cr1t1'c1sm had been n.Jade that .the
Reserve Bank was opposed to co-operative banks‘ﬁuancmg marketing
opérations. 1f such operations were_proper]y orgamsed and the Reserve
Bank was approached by the provincial Co-operat}\re ban.ks for help, h.e
was certain that such help would be forthcoming subject to the condi-
tions to be laid down by the Reserve Bank.
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The resolution asked for “special concession rates.” He did not
know what was thereby intended. If that me'aut, however, interest
charges below the bank rate, he did not think the Reserve Bank would be
able to give that concession. The bank rate was very low as it was and
he did not think that the co-operative banks could with justification, ask
for any lower rates. He was sure that along with the other scheme
(which would be issued in the form of a Circular as he had assured) the
scheme regarding the encouragement to be given to provincial co-operative
banks for the extension of marketing operations would also be detailed.

Concluding, Mr. Ambegaokar appealed to co-operators to take a
more dispassionate view of the report of the Reserve Bank on Agricul-
tural Credit than they had done. There wasno cause for them to feel
insulted by that Report. He had heard at many gatherings of co-operators
vehement criticism of the movement made. They took that in good spirit,
Only when someone from outside said the same things they felt insulted!
(Laughter.)

Mr. Nocr Mahomed said that the resolution ouly stated that they
were dissappointed at the report and “ disappointment ” was a very mild
word and not “severe condemnation ! (Taughter.) Nor had they mis-
taken a friend for an enemy ! They could be “ disappointed " only with
a friend and not with an enemy ! (Renewed laughter.) There was not
much point in saying that the Reserve Bank wouald allow financial accow-
modation only to those provincial co-operative banks which were in the
most sound financial condition. Such banks would not want any accom-
modation at all. Only a sick person went to the doctor! (Laughter).
All they could stipulate was that the sick person should he able to pay
the doctor at the conclusion of the treatment—if lie still lived! (Taugh-
ter.) The co-operative banks did not deny that there were defects in
themselves. But they did not admit all the defects which were alleged
against them by the Reserve Bank in the report. He hoped that the
Reserve Bank would also understand the co-operative banks’ point of
view and that they would be able to work together as confirmed friends
in the future! (Cheers.)

The Hou. Mr, Ramadas Pantulu thanked Mr. Ambegaokar for the
explanation on behalf of the Reserve Bank. They did not criticise the
Reserve Bank’s report on account of any precouceived hostility., There
could not be two opinions about the fact that the report was extremely
disappointing. Mr. Ambedgaokar had said that hostile criticisms of the
report were ungrounded. But could Mr. Ambedgaokar point out to a
single line in the report which referred to any concrete suggestion for
the helping of provincial co-operative banks by the Reserve Bank ? Was
that not the very object of the section of the Act under which the Report

had been drawn up?
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Mr. Ambegaokar : - But this is not the final Report.

Mr. Ramadas Pantulu: We are criticising only the report which
has been published and it does not contain anything about what ‘we ask.
If another Report is published we will judge it on its merits, The report
which has been published does not even refer to the matter which it
should have made it its duty to deal with extensively, according to the
Section of the Reserve Bank of India Act under which the Report is

supposed to be published !
The resolution was then put to vote and carried unanimously.

The meeting then adopted the following resolution :
4. This Conference after due consideration of the recommmendations

contained in the report issued under Section 55 of the Reserve
Bank of India Act, resolves to express its view on the matters
stated below as follows :—

(@) This Conference does not favour the organisation of Apex Land
Mortgage Banks on joint stock basis. In provinces where
there are no Co-operative Apex Land Mortgage Banks, steps
should be taken to form such Apex Banks on a co-operative
basis on an adequate scale.

(5)“ This Conference does not agree with the view that the Provin.
cial Banks do not command the confidence of the investing
public, by their Boards being largely composed of borrowers,
The constitution of Apex Banks is in accordance with sound
principles of co-operation and they do command in abundance
the confidence of the public.”

At this stage tlie Conference rose for the day and reassembled on the
4th July 1937, to proceed with the remaining items on the agenda.
Mr. V. M. Thakore moved the following resolution:

(c) “This Conference does not agree with the view that the lending
rates of co-operative societies and banks are low and should
be raised. The aim of the banks and societies should be
to make co-operative credit still cheaper, if possible, for high
rates of interest are a serious handicap to agricultural indus-
try, The conference is of opinion that the margin between
the borrowing and lending rates is adeguate.”

The discussion on this resolution revealed the existence of a prepou-
derance of opinion against the findings of the Reserve Bank.

Mr. V. Ramadas Pantulu said it was a very important resolution.
In Madras the borrowing rate of the Provincial Co-operative Bank was
2 to 3 per cent., Itlentat 4 per cent to the central banks ; the societies
borrowed from these at 5 per cent and to the ultimate borrower the
charge was 6 or 6 per cent. Whether one per cent of margin for each

47



THE MADRAS JOURNAL OF CO-OPERATION

institution was sufficient or not tv cover its working expenses and
build up a safe reserve was a question for it to decide; but tlhe
experience of Madras showed that that margin was more than sufficient,
In that respect Madras had given a lead to all other Proviuces aud States.
Tn regard to land mortgage banks, the Madras Central Land Mortgage
Bank now raises money at 3 per cent and lends to the primary banks at
4 per cent, which in their turn lend to their members at 5 per cent. It
should be the aim of the co-operative movenent to keep the rate of
interest to the ultimate borrower as low as possible without involving
the institutions in uniecessary risk.

Mr. T. A. Ramalingam Chettiar said that ou account of the remarks
contained in the Reserve Bank's report on agricultural credit some
trouble had been created to them in Madras! (Laughter.)

The Registrar of Co-operative Societies in Madras had before the
publication of the report considered the question of rates of interest aud
recommended that the land mortgage banks in the Presidency should
lower their rates. That recommendation was made after deep con-
sideration and with full confidence in the banks’ ability to lower
their rates of interest and still meet the legitimate demands with
regard to staff, reserves, etc. But, unfortunately, two months after they
had arrived at that decision the report of the Reserve Bank was published.
It was a pity that the Finance Departient of the Government of Madras
had a lot more faith in the Reserve Bank and its pronouncements than in
the leaders of co-operative movement in the Presidency and their own
Registrar. (Laughter). That question would shortly bave to be placed
before the Board of the Madras Land Mortgage Bauk.

He did not quarrel with the Reserve Bank ou the matter., After all
they looked at things from a banker’s point of view while the conference
Jooked at them from the co-operator's point of view. So far as a bank
was concerned, it was all to the good to raise the rate of interest to as
high a figute as would be paid and to build up ample reserves and to pay
the largest possible dividends to share-holders ! That was uot the object
or aim of co-operative banks or of the movement, Co-operative banks
could not become commercial banks. The co-operative movement was
only an alternative to the two extremes of capitalism and communism.
If they agreed with that view, they could not test their procedure by
commercial standards. '

The real point was whether they were going to deal with members as
men or merely as objects on which they should exercise their commercial
acumen. Co-operation in the real sense dealt with men and all their econo-
mic activities and social needs. Co-operation was an attitude of mind
and an organisation to deal with the economic aspect of human society
on a humane basis.
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Continuing, Mr. Ramalingam Chettiar said that the Punjab was the
only province in India which tried to deal with the agriculturist as a
human entity, They thought not only of providing cheap credit but also
of dealing with the agriculturist as a man. In Madras they prided them-
selves on having advanced greatly in the direction of providing cheap
credit. But was it all that the co-operative movement had to do. They
all realised that mere provision of cheap credit was not an unmixed bless-
ing. Perhaps the provision of cheap credit had even resulted in increase
ing total indebtedness.

He could not conscientiously say that beyond providing very cheap
credit the movement had done anything in Madras towards the better-
ment of the ryot. He knew of some instances in which the cheap credit
provided had really made the situation worse by encouraging unnecess-
ary and extravagant borrowing. The movement should not only provide
cheap credit, but should also follow it up by the organisation of produc-
tion and distribution to the best advantage of the ryot, and the provision
of social and civic amenities, etc.

The Reserve Bank’s report in favour of higher rates was quite correct
from a banker’s point. But in the best interests of the co-operative
movement they had to see tiiat the rates were the lowest consistent with
the safe working of the co-operative banking system.

Mr. Ramadas Pantulu said that the Madras Land Mortgage Bank
was fortunate in that at the initial stages its expenses were borne by
the Government and that at present it contributed only a share towards
the working cost. It was the pride of co-operative societies that they
lent money at the lowest possible rates and that was their justification
also, As co-operators they must make a definite stand against all
attenpts to raise the rates of interest,

Prof. W. G. Urdwarshe said that they must not entirely disagree
with the Reserve Bank’s report. Though they were co-operators they
must also be good business men! (Laughter.) In Indore they had found
it impossible to lend to the ultimate borrower at anything less than 12
per cent. (Renewed Laughter).

Mr. Ramadas Pantulu: Then there is something radically wrong with
your management expenses | If there is need for a margin of 9% per cent
between the rates at which you first borrow and ultimately lend the only
thing left for us is to ask the rest of India not to copy your management,
(Laughter).

Khan Bahadur Noor Mahomed said that the agriculturist had to
depend on co-operative credit. To say that they should increase their
rates of interest was to deny their own existence as co-operators. If the
Reserve Bank were the real friends of the movement it was their duty to
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help co-operators to reduce the rates of interest further. While the ave-
rage rate of interest in the Punjab was per cent to the ultimate borrower,
there were some societies which had built up sufficient reserves to enable
them to lend at nominal rates, It was not the idea of co-operators that
they should compete with money-lenders to secure maximum rates. If
their rates were only slightly lower than those charged by the money-
lender the agriculturist would go only to the money-lender, who was

nearer to him aud whose terms of recovery might seem more favourable.
(Laughter.)

Prof. Kale said that while it might be possible for the Punjab and
Madras, which received Government help in the shape of contributions
towards the cost of the staff, to have very small margins between lending
and borrowing rates it might not be possible for other provinces to work
ou such a small margin,

Mr. K. Bashyam said that the resolution sought to disapprove the
suggestion in the Reserve Bank's report that the margin between horrow-
ing and lending rates should be raised. There can be no two opinions
about the need to keep their lending rates at the lowest possible figure
cousistent with the safe working of the banks. The Reserve Bank’s
report tended to create the wrong impression that co-operative banks were

at present working in an unsound manuer and that it would be unsafe to
invest in them.

M. J. Nusserwanji Mehta (Karachi) pointed out that they should be
very careful in the wording of their resolutions. No room chould be
given for misunderstanding. All provinces might not be in the same
position as Madras or Punjab. Conditions varied in several places.

In the light of the discussion, the resolution was amended as
follows :—

Amended Resolution C.
Rates of Interest.

“ This conference is of opinion that the view of the Reserve Bank
that the margin between the lending rates of co-operative banks
and societies is low and should be raised is not correct as a
general statement, The adequacy of the margin depends
mainly upon the difference between the borrowing and lend-
ing rates, costs of management and requirements of reserves
for bad debts. While conceding that these factors depend
upott local conditions and circumstances, this conference
places on record its considered opinion that the aim of the
co-operative banks and societies should be to make credit to
the borrowing members as cheap as possible and the existing

lending rates should not be raised except where local condi-
tions make it absolutely necessary,”
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The following clauses of resolution number 4 relating to Reserve

Bank were then moved by Mr. V. M, Thakore and adopted by the con-
a

i much discussion i— .
fereuce(:i‘;lt‘l‘l;‘lllltis conference considers it undesirable to pr?vxdfe ;ny riiixi-zi
sentation to depositors, as such, on boards “o rov
Banks, whether by nomination or other means. B -
Mr. V. L. Mehta asked whether there wa§ any ﬁrov;sxc;ilh;:e t{oi
coustitution of joiut stock banks or cov-operatlve ba?x st;hz ieegative.
representation of depositors as such. Tl?e aus'wer was 1.u peglve.
{e) ““ This conference while agreeing with the view t :;M o g
term credit should be provided only thrm'lgh Lau1 orfg g
Banks is not in favour of the recommendatxon' that oags (xiom
Central Banks and societies should be strictly confined to

cultivation finance only.” '

Other necessary forms of short and i'ntermediate credit re{]lmrefd by
members should also be found in or(%er to prevent them rc};n
resorting to money-lenders; provided however that1 t ;
deposits and borrowings of the banks should be so reg:u a't.e
as to permit such loans being granted from tho.se SOllrL.es.'

(f) “ This conference, while recognising the necessity O;brm.gmg
down the level of the debts of memb-ers where t er.e 1s no
reasonable prospect of their recover.y m‘ full. even if long
extensious are given, does not consider it desirable that a1.1y
hard and fast rules should be laid down for all banks and in
all areas. With the rise in prices and F)ther favourable cond'l-
tions the position may change as 1t has done alreafly .m
certain areas; and it must be left to the banks :fqu s?'metxes
to deal with the problem according to local conditions.

(¢) “This conference, while agreeing with the proposal that a s]t;tbu-
tory fixed or agricultural charge. upon IJ.rc?duce sh(zufrm:
created, does not favour any spemal grovmon apir o
ordinary penal law for the sending to .pTlSOIl of men :r(?uvevs o
dispose of their produce without repaying the societies .

i i multiple purpose societies

0" s conferencegeF(;g'n1seftzta}i];tareas auI:i possess some advan-
have proved beneficial in ce ome ac

tages where they can be successfully set up and‘ Wh‘lle' it is not

pripared to recommend them for general adoption is in favour

suich societies wherever conditions permit. 1

“hi nce is unable to agree with the view that Centra

() " This con = i r small areas are preferable to larger

anks operating ove 1 . ;
gauks or that large district banks, must be split up into

small banks.”
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(7) “This conference, while it recognises thata pure type of central
banking union composed eutirely of primary societies and with
no individual shareholders has much to commend in it, from
a co-operative point of view, is of opinion that such unions are
not capable of being developed and efficiently worked in many
areas. 'I'hey were tried and abandoned in some areas, The

matter must be left to local co-operative enterprise according
to local conditions,”

5. “This conference agrees witli the view that the practice of mak-
ing debentures of land mortgage banks redeemable at any time
is unsound and that a period should be fixed for the redemp-
tion of those debentures; a fund into which collections of
principal are pooled shiould be formed for redeeming deben.
tures and provision should also be made for retiring

es and them by
purchase in open market whenever possible.

“T TN .
6. his conference requests the Central Board of the Reserve

Bank of India to invest in, and leud on, the security of

debentures issued by the Land Mortgage Banks at least where
the principal and interest thereof have been guaranteed b

d 1 v the
Central or Provincial Governments.”

7. {a) “The counference while it emphasises the need for strengthenin
and expanding the co-operative movement so as to serve thi
banking needs of agriculture and the small industries of the

country, feels that in the present conditions the Reserve Bank
of India can regulate the credit system successfully only if it
is a.b]e to bring within its purview indigenous bankers in
various parts of India.”

“This conference is of opinion that the difficulties, if any, in the
way of bringing the indigenous bankers within the pu,rview of
the Bank are not insurmountable and requests the Central
“Board of the Bank to make every endeavour to do so.” *

(b) ’;‘hls conference favours the'compulsory licensing and registra-
tion of allimoney-lenders without charging fees, requiring them
to maintain regular and standardised accounts. The conference
:.ﬂso urges the necessity of fixing the maximum rates of
interest allowable on agricultural loans. ” »

Prof. Kale said that the confereace was not
with the indigenous bankers,

.Mr.. Ramadas Pantuln : Anything that is connected with rural
credlt. iIs our .conceru. On your argument we have nothing to do with
questions relating to money.lenders as well.  But as co-operators it is

our duty to see that all rural credit activities, even those unconnected

In any way coucerned
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with the co-operative societies, are well regulated. When you consider
that as against a total of Rs. 200 crores which joint stock banks handle
mostly for urbau credit, indigenous bankers handle about Rs. 1,200 crores
mostly for rural credit, you will realise the immense need for regulating
the operations of indigenous bankers in some suitable manner to help
agriculturists. _

Mr. K. Bashyam : Why should we wish the indigenous bankers to be
controlled by the Reserve Bank ? The indigenous bankers should not be
placed under the control of the Reserve Bank unless the latter can help
the banks. . . .

Mr. Ramadas Pantulun: That is the idea. The Reserve Bank
should provide facilities for the working of the indigenous bankers and
then control their operatiouns.

After a long discussion on that part of the resolution referring to
the licensing of money-lenders and the fixing of a maximum rate of
interest the whole resolution was adopted.

Khan Mohammad Bashir Ahmad Khan, Secretary of the All-India
Institutes’ Association then moved the following resolutions appearing on
the Association agenda:

Rural Reconstruction.

8. “ This conference considers that the co-operative movement
should be used to extend the rural reconstruction programme
to the fullest possible extent, compatible with its principles. ”

Mr. F. B. Wace, I.C.S, The Registrar of Co.operative Societies,
Punjab said it was a very important question. Neither the co-
operative movement nor the rural recounstruction programme could
succeed in any great measure without a genuine effort, on the part of
non-official workers. If there was a geuuitie convictiou about the need
for intensive rural reconstruction efforts there was no organisation better
suited to achieve that end than the co-operative movement, It was up
to co-operators to exploit—he used that word very guardedly and in its
best sense (Laughter)—and make the fullest use of the scope offered by
the rural reconstruction programme to achieve the fundamental objects
of co-operation. There was no need for a widespread inculcation of
mere abstract ideas. What was wanted was that they should take hold
of concrete programmes within their capacities and work them out in a
systematic manuner.

Mr. Wace next referred to the co-operative “ better living societies "

- in the Punjab and the useful work turned out by them. He mentioned

also the progress made in consolidation of holdings, In the Punjab he
said, they had established confidence among the public in the per-
manence and spontaneity of the co-operative organisation. It was his
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definite opinion that the movement could
. play a very useful role in r
reconstruction (Cheers). ¢ i rural

The following rider was then added to the resolution,

“The standing commitiee of the All India Institutes’ Association
will prepare a scheme and circulate it among members and
also take steps to see that programmies are carried out,”

The resolution with the addition was adopted.

9, “ S(‘)cieties for members of Depressed Classes who are
18 municipalities and in trades like sking and hi
couraged and strengthened,

10. “This conference requests the co-operative institutions to

popularise the movement among women and enlist them
members in large numbers in all types of sacieties

employed
des be en.

as

11. “The Governments of the Provinces and States are requested
to give liberal and substantial financial hel ;
b T(;oisop(e:(r;tfl;ij:jtlgztezfm:)t (?f ‘the provincial or sta‘xte revetiues,
. ‘ piion that co-operative societies
hOIdlf]g shares in the Reserve Bauk of India should be
permlttgd to nominate, by a duly authenticated resolution of
a comdnnttee, any member of the society as a representative to
e thitjzona;:ilezzzei:toie;e.ra.l body m‘ee'ungs of Fhe Reserve Bank,
pinion that it is essential that the officer
selected for the post of the Registrar should first have under«
gone special training and have shown by experience his ﬁz
ness for the work, He should be allowed to visit other .
vinces of India as well as Kurope to study the co-gper l:t)'m‘
movement there, There should be an officer i
to succeed the Registrar.
6 raq s
14, " This conference requests the Governments to
pr.ovision for notice, in writing of not less t
being given to a co-operati
against it,

p to the Provineial

under training

make statutory
: han thirty days,
ve society before any suit is filed

11 :

15. " This conference. is of opiniou that the recommendation of tf
Mysor'e Committee prohibiting grant of loans to non-memb :
depositors on the security of their deposits is unsound Tler
. bank must have discretion in granting such loans.” . B

This co.nference resolves that the publication of the Indian C
operc.ztfve Review be continued and that it be published undo‘
the Joylt auspices of the All-India Co-operativ o
Assoc.lat'ion and the Indian Provincial Co-ope
Association. The conference requests the Hon’
das Pantulu to continue to be the Editor of the

1€,

e lustitutes’
rative Banks'
Mr. V, Rama-
Review,
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17. “This conference appoints the Hon. Mr. V. Ramadas Pantuly,
{ex-officio as member of the Central Committee of the Inter-
national Co-operative Alliance)and Prof. K. C. Ramakrishnan
and Rai Ratan A. G. Sherlekar as delegates to the Fifteenth
International Co-operative Conference to be held at Paris
on 6th, 7th, 8tk and 9th September, 1937,

18. The following office-bearers of the All-India Co-operative Con-
ference were elected for 1937-39:

President :—The Hon. Mr. V. Ramadas Pantulu.
Vice-Presidents ~—Mr. 8.K. Lahiri and Dewan Bahadur K.V. Brahma.
Secy. & Treasurer :—Khan Mohammad Bashir Ahmad Khan.
Joint Secretary ;—Prof. W. G. Urdhwarshe.

The Conference was invited to hold its next session in Indore
in 1939. Sind also estended its invitation,

Winding up the proceedings, the Hon. Mr. V. Ramadas Pantulu said
that he quite agreed with Mr. Wace about need for the co-operative
movement furtliering to the best of its capacity rural reconstruction
work. In his anxiety to emphasise the need for village panchayats being
made more effective he had perhaps given the impression that the
co-operative movement played a less important part in that sphere of
work. That was unfortunate because he never meant anything of that
kind.

_ The Conference was very grateful to the Reception Committee for
the splendid arrangements made for the reception of the delegates and
visitors (Cheers). T'hey were very grateful to the Registrars of Co-
operative Societies and the representatives of the Reserve Bank for their
contribution to the success of the Conference.

The represeatatives of the Reserve Bank and co-operators had pert-
haps troublesonie time (Laughter), one espousing the cause of banking
and the other that of co-operation. He was sure that the discus-
sions between them had left no personal sting. The fight between capita-
lism, represented by the Reserve Bank, and co-operation, represented by
the co-operative bodies, would however continue with unabated vigour
(Laughter). He thought that discussions such as those they had at
the conference would tend to bring them closer together as friends (Cheers.)
He alwavs appreciated those who were frank and free in their expression
of views and was, therefore, quite pleased that they had Mr. Ambegaokar
in their midst.

Votes of thanks to the reception committee, to the Scouts who acted
as volunteers and to the chairman were then passed.

Mr. T. Austin {Registrar of Co-operative Societies, Madras) said
that “as a mere Registrar (Laughter) he wished to say how pleased the
officials were to have been able to attend that conference. He felt that
the more officials and non-officials came together as they had done at that
conference the better it wotild be for the great movement the interests of
which they all had at heart (Cheers).

The Conference then dispersed.
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At the meeting of the Executive
operative Bank held at Ootacamund on
to request Dewan Bahadur V, Swamina
for Irrigation, to iny
sugarcane

Committee of the Provincial Co-
the 28th May last, it was resolved
tha Aiyar, retired Chief Engineer
ct of expanding the cultivation of
the Vauyyur Co-operative Sugar
1t in the area is not sufficient to

estigate the prospe
i the teighbourhood of
Factory, as the output of cane at preser
meet the needs of the Factory,

L 3

" *
Under the supervisiol

; ‘ 10f the welfare department of the Buckingham
and Carnatic Mills, Madras, three co-o
ducted for the benefit of the wor
society aud a building society,

perative societies are being con-
kers of the two mills—a store, a credit

The total sales in the store amounted in
1936 to Rs. 9,91,000, whereas in the previous year they amounted to

Rs. 10,70,000. The credit society issued loans amounting to Rs. 1,16,000
and had a membership of 2,171 with 11,847 shares in 1936 against 2,347
with 12,458 shares in the previous vear. The fall in the sales of the store
and in the membership ang trausactions of the credit society was mainly
due to the teduction of employees in the milly owing to retrenchment,
Both the store and the credit society worked at a profit. The profits of the
f(?rmer were set off by the management against previous losses, buta
dividend of 7 per cent was declared on the share capital of the latter.

The building society was not ahle to do any appreciable amount of
work for want of suitable sites,
*

» *
the Nellore District Bank had cotiipleted
loans in 299 societies. The total amount
Rs. 8,61,835, of which Rs. 6,12,329 was
adequately secured and Rs. 2.49,506 was not, The amount of estimated
bad debts in those societies was Rg. 1,18,634, of which what would affect

the DiSfriFt Bank, after setting off the reserve fund and share capital of
the societies concerned, was estimated at Rs, 31,226.
. »

By the end of Juue, 1937,
the examination of outstanding
involved including interest was

*
uk co-operative conference was held at Karur

Trich: L. N. Paramasivam Pillai, Vice-President of the
richinopoly Central Bank, presiding, He exhorted the agriculturists

to purchase seeqs, manures and other requirements and to sell their
produce through C0-operative purchase ang sale societies, and to adopt
S:econdar.y occupations such bee-keeping ang poultry-farming for increas-
sing their income. Oue of the resolutions passed at the conference

requested the Railway authoritjeg to reduce freight on plantains booked
from stations in Karur and Kulitglaj taluks
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While declaring opeﬁ the new buildiug of a co-operafuvtela l;anhkt 911:
Sal Mr. S. V. Ramamurti, 1.C.S., whose mde‘peudence .o houg s
) em,‘ freshing, observed that there was nothing wrong in co-opera}txve
zi)vcvie}t?e:‘eg;e/:ng li’ans for marriages, fuu.erals etc.,. Yvaiclll).are;. ?Otnsttrl::]i,
roductive purposes. Man's life, he‘ said, had for its objec '11:e not ouly
fhe saving of money and its production, but also the seflu:im;g] of soclal
and fawmily happiness. Poor men had alwa'ys to borrow? .uite cnsions
and to repay the loans from future savings. It was g p

-0} b urpOSes.
O by ive s 1€ to give loanﬁ fO[ SIJCh p
Co-0Ope ative soc ties g

The Bellary District Board and Distr_ict Economic fo;iucgis}z;x:z
resolved upon digging 26 bore-wells in dlﬁ'ex'c?llt parts of the " :
at a cost of Rs. 25,000 for supplying good drinking I;V.atef tto Cthlelz :tloragoe;

st of them was opened by the District Colle
:ﬁ: cle;tlf(i.f ]3‘:: zftr:tscr)nall hamlet called Sank'arabanda. The‘ Weli t;c;l({)
no more than four days to be completed, It is expecte;i‘ to.lsiuprso);e °0
allons of water per hour. We hoge t.he ot}ner wells will p s
§uccessful as this one and that other districts will benefit by the examp

of Bellary,

* * » .
Dewan Bahadur K. Deivasikhamani Mudaliar' unveiltid re]clentlyt::;
the premises of the North Arcot District Co-operatwe.BauL,. V‘ed orte, the
traits of Rao Bahadur V. A. Arunachala M~uda11ar, P%esx ent, a
Ron Saheb K. M. Singaravelu Mudaliar, Executive Comn.nttee member
ia:)heaBank,.both well known leaders of the co-operative movement

in the district. " -

While opening the second Andl;ralgHsl}dloontlheWI;le;er;I rcc;?f;.{x':ize‘

at Nandyal in Xurnool District on t.e t une, . d.l .dear >
observed that Indian mills were maklflg y.arn unduly

Ezzziﬁiu‘vith a view to kill the hand‘loom weaving mdustry‘,agddteh}a’t
even the Madras Provincial Co-operative 'H’andloom '_\?Veavers dooﬁ,in;:
which is financed from Government of India’s subvention, was omina-
ted by mili-owners, He pleaded for the grant of representation e
Assembly for handloom weavers, as they are far more.numet'mf than
the employees of the textile mills 'tho are now iwen » Wandu o
in the Assembly. To eliminate competition betwcien‘ t efnn‘]s1 and the
handlooms in this country he favoured the restriction of mn o :

certain varieties only. . .
*

At the West Godavari district co-operative conference heldAr]gcentLy
at Pasivedala under the presidency of Mr. N. Satyanarayana of ; ;Illl;:“,'
a resoliition was passed requesting the Government to sp z'amen y t be] v
relating to limitation and to insolvency as to make 1t. inapp 1ca;‘meited
co-operative societies. It also recommended that the present unli
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lability society with jurisdiction over a single village should he replaced

by a sort of a people's hank with reserve liability serving four or five
villages. . . .

Unlike Madras, the Travancore State lias not allowed much delay to
occur in establishing Debt Couciliation Boards after passing the necessary
legislation. From the 15th of Juue five Boards are at work in differex?t
parts of the State with jurisdiction upto Rs. 5,000 and they are co-ordi-

nated and supervised by a Chief Couciliation Officer whose jurisdiction
extends upto Rs. 10,000.
. L] L4
The Agricultural Marketing Adviser to the Government of India,
Major Livingstone, it appears, controls and co-ordinates a staff of over
300 officers working in different provinces and States of India. They
are at present chiefly engaged in wmaking surveys of various commodities,
but some stations have also been established for experimenting in gfdd%ﬂg
and marking, based on the qualities of certain goods, Without being
impatient, the public in general and co-operators in particular are
looking forward to some substantial good resulting from the labours of
SO numerous a staff,
* * *
The Provincial Comuittee of the U. P, Co-operative Union has
fecommended to Government the amendment of section 19 of the
Co-operative Societies Act of 1912 to the following effect ;

“Subject to any prior claim of the Government in respect of land
revenue or any momney recoverable as land revenue, or of
a landlord in respect of rent or any money recoverable as rent,
the property of a member or a past member of a co-operative

sociely eutered in the haisiyat register will be deemed to have
been hypothecated to the society,”
*

» *
An arresting fact is br

ought to light in a paper read at the last
session of the Indian Science Congress by Mr. F. Ware and Dr. K. C.

Sen of the Imperial Veterinary Research Institute. In the course of 20
years, by careful selection and breeding,

of a herd of Indiay pure-bred Sahiwal ¢

North India has been raised from 5.51b
ter content of 4.6 per cent,

the average milk yield per cow
ows in a military dairy farm in
s. to 17 1bs. per day, with a but-

Comparing this with the 3.7 butter content
of Euglish shorthorns, the writers of the paper say, “I'he best Indian

cows, therefore, already compare very favourably wiith the average
English dairy cattle, while the possibilities of further improving them by
selective breeding still remaig,» The improvement mentioned above in

the yield of an indigenous breeq must put heart into everyone interested
in increasing the milk supply of India, :
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The writers of the paper further point out thatfor a popt‘xlation‘nc;f
352 millions we have 200 million cows aud bufflaloe:s, 1am egccel;sstx‘:f) :Cl;es
ber, and the land cultivated per head of population is less tha ot

! fiicient food is not produced either for m.au or amn.m
and therefore Sl:t system of cultivation. The consumption of dairy
uuder the pre;e Id 0; population in India in allits forms is llluCh’]QSS
prodL{ctS be! eaxtries* and should be iucreased to two or tbree. times
than " 'ofher col‘nl t {f the population which is mainly vegetarlax? in diet
what A " Pri:i?x:e,d in a s’iate of health, What is required is to lll?prove
ot mamttleb careful selection and to improve their feeding by
tl(lje b:iexlegCI :f scsientiﬁ}; standard and the cultivation of suitable fodder
adop ; ' ‘

3 *
crops. . .

At the end of June 1936, there were 15,106 copp.erat‘lve Zometl'e; of
all kinds in Japan with a membership of nearly 6 millions 2}11 alpm 'up
ital of Yeu 262,712,000. The loans granted du'rmg the year
Share Cagit Yen 1,057,028,000 while the savings deposits held at the
amounfteth 0 rear ’ain(;unted to Yen 1,428,258,0600 aud reserves to
ijld ;)53 92e8 O}OO. The National Young Men'’s Co-operativ.e Guild had a
m:lnbers;hip, of 370,000 against 25,000 in 1933 when ;t wast sta;rttelii.
About half its members are under the age of.25' an mos_ 0 ;
remainder under 35. It comprises 5,300 small'dmtnct .feder.atlolns.an
conducts two journals, a monthly and afortuxghtly, with c1rcuﬁat10ns§
ectively of 20,000 and 50,000. In what x*xg?ur 'to these Dgures
::):v the movement to be in Japan contrasted with its state in 01}r
country ! . . . |
The employees of co-o;;erative sfocli)?itieastgutggilan’;i‘hznxgge(iec:fie?gé
iti oyees O ; .
?:ytflfgrchfled;t(;oﬁlsiltl}i])?;s :)n fwoy pounds a week hjgl}er than Gtohqze 01f1 Vt;}[z
Jatter ; the hours of work are 46 to 47 hours against ]52 to i msmbem
profit trade; and 95 per cent of ;he co-c(éﬁetr::)tfl\fhee'mgu?gle(;e;eea;rein privat;
of trade unions, while not even 5 per of % _
istributi - de unions. At the Shilbottle mine,
gﬁf}tg‘;t&‘(’ieogz;i:t:c;ebl;r]iglebecr-s“?-ist:athe 'minersthgeﬁ t;}:;c; \Sr(e):eks vacation
each year with pay;———whmh the worke:s 11 no other m e |
i i 1 he Spanish co-operators in
he am](n):zt p::Ibi(f;rtlg:dIntzrnilt?onzfl Cto-opegr)ative Alliance by some
tesponse to td Orpganisations till the beginning of May las;, was a 11;tle
of s aﬂihat‘g 10,000. Apart from this, Frencli Co.operative Organisa-
fione tha1} in cinildren’s homes, were 2000 child victims of the wat
s P lmi;n:i]gafter In Spain itself the membership of all co-operative
e s o eecially ;)f those in Madrid, has enormously increased,
;ocmtlzs,thzs)‘»? distribute food stuffs equitably to their members, wherea]\s
in priv te trade, while some get more thgn they need, gthers are unable
o prlvalcle t the’y need. The International Co-operatl\je Alllance has
its?sg:é awfraesh appeal for helping the Co-operators of Spain.
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THE MADRAS JOURNAL OF CO-OPKRATION

List of Societies Registered in May 1937.

Serial No. Names of the Socioties.

1. Gandala Co-operative Society
2. DBandarlanka Devangi Weavers’ Purchase and Sale
Society, Ltd.
3. Muramanda Weavers’ Purchase and Sale Society,
Ltd.
4. West Kristna Fruit Growers’ Co-operative Society ...
5. Ellamanda Co-operative Credit Society
. Madras Snuff Merchants’ Co-operative Credit Society,
Ltd.
7. Pillaipalayam Sri Anandarudreswarar Weavers' Co-
operative Purchase and Sale Society, Ltd.
8. Aladikumalai Co-operative Sale Society, Ltd.
9. Vellore Municipal Women Superior Employees’ Co-
operative Society, Ltd. ...
10. Pannaikadu Co-operative Society
11. Annanchi Co-operative Society
12. Kondayampatti Co-operative Society ...
13. Kasipalayam Co-operative Society
14, Nallochampatti Kallar Co-operative Society

15. Dombucheri Co-operative Society
16. Odaipatty Co-operative Saciety
17. Madura South (Police) District Kallar Co-operative
Labour Society, Ltd. ...
18. Aruppukottah Co-operative Sale Society, Ltd,
19. Kembaksadupalayam Co-operative Society e
20. Nazerth Co-operative Stores, Litd.
21. Pudur Co-operative Credit Society
22. Thailapuram Roman Catholic Co-operative Credit
Society, Ltd.
23. Puthadi Co-operative Society
24, Palghat Women’s Co-operative Stores, Ltd.
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District.

Ganjam

E. Godavari.

1

Kistna.
Guntur.

Madras,

Chingleput.
Tanjore.

N. Arcot.
Madura.

Ramnad Dt.
Coimbatore.
Tinnevelly,

1LIST OF SOCIETIES REGISTERED AND CANCELLED

List .of Societies Cancelled in May 1937.

Serial No. Names of the Societies. District.
1. Thammanampatti C. S. ... «s Salem
2. Asanur F, L. C.S. ... South Arcot
3. Kanjankollai C. S. "
4, Kaludur -
5. Munugapattu C. S. ... North Arcot
6. Kovilur C. S, - )
7. Vilanellore "
8. Korathi »
9, Peravurani Kazhanivasal C. S. ... Tanjore
10. Orthanad Chattram Anaikara St, Rajakaliamman
C. S. "
11. Vadiakkadu Meyakkavinayakar »
12. Nadupalayam C. S, ... Coimbatore
13. Rebaka C. S. ... Vizagapatam
14, Quilandy ... Malabar
15. Sathiram Kodikulam ... Ramnad
16. Jamalapalli . East Godavary

17. Thevaram Co-ol; Audit Unign w« Madura

Publications of the International Labour Office.

International Directory of Co-operative Organisations

The ninth edition of the Dircctory gives in a concise form the greatest
possible amount of information concerning more than 700 co-operative organi-
sations in 57 countries and also international co-operative organisations and
institutions. :

The first part gives the most recent details about the title (in English,
French and German) of each organisation, its address, the date of its founda-
tion, the ohief officials, its journal (with the periods at which it appears,
and the strength of its circulation), its national and international affilia-
tions, the number of its members and figures showing the importance of the
activities of its constituent units.

The second part presents in three statistical tables supplementary data
illustrating the various actiiites of the co-operative central organisations.

The third part has been considerably enlarged. The principal data con-
cerning 14 categories of primary co-operative societies and 12 categories of
Central Co-operative Organisations have been classified and summarised in
3ltables. They give for each category the totals by countries and for the
whole world and thus constitute an attempt to compile international statis-
tics of co-operative organisations and the societies affiliated to them.

Geneva, 1936XII + 190, pp. 8vo. Price: 5s.,

“The International Labour office has rendered a great service to co-
operators and social students by publishing this excellent Directory.” (The
Co-operative Educator, Manchester.)

The Co-operative Movement and Better Nutrition.
Describes the part played by the co.operative movement in improving
the standard of nutrition. 1937. 66 pp.8vo. Price 1s. 6d.

These publications may be obtained from
International Labour Office, Geneva, Switzerland,
OR FROM

Mr. P. P. PILLAI, International Labour Office,
(Indian Branch), NEW DELHI.
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2N R }7’ OrrICE OF THE
\%%SZ@L/ C REGISTRAR OF CO-OPERATIVE SOCIETIES,
RN Mrins Y 7 Madras, dated 27th May 1937.

T. AUSTIN Esq., 1.C.S.,
Registrar.
CIRCULAR,

Sub: Central Banks—Control of expenditure relating to surplus funds
of liquidated societies—amendments to model by-laws—
suggested.

Rule X1V (3) (@) (i) of the rules framed under the Madras Co-operative
Societies Act VI of 1932 as recently amended lays down that the surplus
funds of a liquidated society (other than a financing bank or a supservising
Union) which are intended to be applied to any local object of public utility,
shall until they are disbursed for such object be kept invested in a financing
bank and that it shall be the duty of the Committee of such bank to see that
any amount withdrawn is spent properly and to allow withdrawal of funds in
instalments as the work for which they are intended progresses to its
satisfaction. In order to carry out the provisions of this rule, the following
by-law is suggested to all Central Banks for incorporation under their
miscellaneous by-laws.

“ The Central Bank shall receive the surplus funds of cancelled societies
within its area, which are intended to be applied to any local object of public
utility under the provisions of rule XIV (3) (a) (i) under the Madras Co-opera-
tive Societies Act VI of 1932 and shall keep such invegtments unti] they are
disbutsed for such object. It shall be the duty of the Board of Management
cf the Central Bank to see that any amount withdrawn is spent properly and
to allow withdrawal of funds in instalments as the work for which they are
intended progresses to its satisfaction .

A provision is also necessary in the by.law dealing with the objects of
the Central Bank and the following is therefore suggested for adoption by all
Central Banks;

“ +o control the expenditure relating to the surplus funds of liquidated
societies .

2. Al Central Banks are advised to adopt the amendments suggested
above. The Deputy Registrars are hereby permitted to register the

amendments.
By Order

~ 1 A, Sivcara Raju,
oy NS Manager.
¢ B
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BREL%J««;NT ACHIEVEMENT
in the first valuation of

The South India Co-operative
Insurance Society, Litd.

HEAD OFFICE :
Chartered Bank Buildings, MADRAS,

President :
HonN. M. V. RAMADAS PANTULU, B.A., B.L.,
Bonus Declared,
On Whole Life Assurance per thousand .- Rs. 185.
On FEndowment Assurance per thousand .-+ Rs. 10.

.
T 5 X 00 5 5 o 2 e 2 Ze Tar T i o %e vwnmne 15 > dme oo, m—«
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The Actuary observes:

“ By wise planning and judicious control,
well supported by efficient and economic
management, you have already attained a
stature that is not only stately and sinewy,
but is also sound and strong far beyond
your age.”

T. AUSTIN Esq., 1c.S., the Registrar of Co-operative

- e K3 03 2 P 02 .
9 ST it 07 5 7 > 508 a1 76 L 800 e 650

.
o’

Societies, in his audit veport says ‘— i
« Tt is satisfactory to note that the very i
first valuation has disclosed a surplus and !
that the Society has been able to declare a I
substantial bonus to its policy-holders” !

Insure your Life with this Leading and Progressive Life |

Office, which offers all that is best in Life !
Insurance, and share in its Prosperity. |
]
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The Madras Provincial Co-operative Bank Ltd.

(Registered under Madras Act VI of 1932, formeriy Act 11 of 1912)

HEAD OFFICE : Luz, Mylapore, Phone No. 2390,
TOWN BRANCH : Armenian St., George Town, Phone No. 333

——————

President: The Hon'ble Mr. V., RAMADAS PAN‘I‘UL[

Acting Secretary: K. SUNDAR RAO. “ |

The Bank is the chief organisation for providing credit to t;
agriculturists of the Province.

The Bank acts as Bankers to the Madras Corporation, Univers.
of Madras, Andhra University, Annamalai University and the vario
Local Boards and District Municipalities. -

For rules and terms of business, apply to : —
THE SECRETARY,

Just Out! Just Out.

The Madras Co-operative Societies

Act VI of 1932

WITH RULES
Brought up-to-date

Printed on good glazed paper with interleaves and neatly boun

Price As. 8 (Postage extra.)

Apply to:—
‘ The Honorary Joint Secretary,

The Madras Provincial Co-operative Unien,
Royapettah, Madras.

Edited by Mr. V. Venkatasubbaiya, B.A,
and Printed at the C. C. P. Works, Chintadripet, Madras,
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