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Editorial Notes.

Audit Fees.

— For more than a vear urban banks and some other societies have

been complaining about the burdensomeness of the scale of fees
levied by Government for thée dudit "of sacieties,  When in August
last Rao Bahadur M. Giriappa, who was then Acting Registrar,
called an informal conference of the representatives df urban banks
for the discussion of problemis felating to thiem, ‘en rio other question
was so much feeling manifested-by the réprésentatives-of the banks
han upon the. scale of audit fees now in force. At that conference
the Registrar stated that it ‘waB. not the objéet of Governmgent to
make a profit out'of audit fees and that he wasexaminjrg alternative
scales with a view to ptit them before Govetninent.- “I'he ‘representa.
tives of the banks urged that audit had been made &' “mopgpoly of
the Department, that the Depaftme‘ntal'aliditOrse"ﬁqérérfles&@ﬁ)iﬁnd
but mote costly than professional auditors and that in: wyrevim&of '
the scales an attempt-should be made to reduce thé: fees Wi at! Jeast
35 per cent.. Itwas frrtier suggested that s Anditaimight bastivtted
to thres-or. four urbin.batks and his salary divided-smony thiew ;
that instead of the ordinary staff, a special staff of auditors certified
by the Government of India might be employed on a temporéry or
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Y
permanent basis fpr the audit of the central and the bigger urban
baunks; and @t} in the alternative the Government may appoint a
panel of qualtfied/ auditors from among whom the banks may select
their audi;g/x:é‘s} tling the fees with them. The conference discussed
alsa..wheglig‘t%e fee may be fixed on the time taken for audit, at so

~~.3’Izaiiy"f‘gp'é/e§ per day. It was pointed out that this was not suitable

because some auditors were quick while others were slow, that the
banks had no control over the auditors and that complaints made by
them would result in the relations between the banks and the
auditors and the Deputy Registrars becoming strained. The sugges-
tion was therefore rejected.

We are anxious that before adopting a new scale the Govern-
ment should take into consideration the opinions of the concerned
banks and of the Provincial Co-operative Union on which every class
of society is represented aud the object of which is to expound the
non-official view. For the convenience of societies we give elsewhere
the rule relating to the levy of audit fees and the scale now in force,

. We shall be verv glad to publish the views of sacieties and co-opera-

tors on the subject, if they are briefly stated. We do not wish to
enter into details here, but may nevertheless point out how absurd it
is to levy an audit fee of 5 per cent on gross receipts of printing
presses, hostel societies and other miscellaneous classes of societies !
The Central Co-operative Printing Works, for instance, would be
barely able to keep its head above water on a business of Rs. 20,000
a year. Buton that amount of business, on the present scale, it would
bé required to pay an audit fee of Rs. 1000—the amount which the
Provincial Bank with over a crore of working capital is paying to
professional auditors. Such absurdities should be made impossible,
The Government which has been considering the subject for such g
length of time may well take a little more time and consider the views
of those who have to pay the fees. This surely is not an extravagant
demand. If the Government have under consideration anv tentative
proposals they may be referred to the societies affected by them for
ascertaining their views before passing final orders.

Vice-Chancellor’s Advice.

——r
4 L‘- ) 3,
Xpheo &0 VN

Dewan Bahadur S. E. Ranganadhan, Vice-Chancellor of the
Madras University, who presided over the Coimbatore Agricultural
College Day Celebrations this year and gave some sound advice to
the students, made the flattering claim for Madras that ‘it haq not
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only led the way in the matter of agricultoral education in India but
had done probably more than manv other provinces for the improve-’
ment of agricultural inethods and the social and economic betterment
of the rural population’ In support of the latter part of the claim
he instanced the establishment of the land mortgage banks, debt
conciliation boards, the District Economic Councils, the remission of
a part of land revenue and the stoppage of resettlement operations.
Except in the matter of land mortgage banks, we did not think that
our proviice had really done anything worth mentioniug, and
Mr. Raunganadhan practically admitted it to be the case when,
immediately after making the above claim, he said, ‘the measures
adopted so far have not materially improved agricultural conditions
nor have they advanced the well-being of the rural population to any
appreciable extent.’

He was gratified that the Congress Ministry had made Agri-
culture and Rural Development the main charge of a Minister. He
urged that a decided rural bias should be given to our village schools
and said :

“While the instruction given in all primary schools may be the
same, the village school should relate that instruction to the
conditions of rural life. There should be a small farm attach.
ed to these schools where the hoys could work under the
guidance of the teacher. Improved methods of agriculture
should be used in these farms, so that the parents of the
children could witness the beneficial effects of such methods,
Further, the general subject of Rural Science dealing with -
sanitation, health, village administration, cottage industries,
gardening, co-operation and so on1, would provide a suitable
correlating agency, and the aims and ideals of rural reconise
truction should be made to permeate the whole curriculum.
The primary school should be made the centre of village life,
the inspiration for adult education and the chief motive power
of rural progress.”

We heartily endorse this weighty recommendation. In the
Higher Elementary School conducted by the Servants of India
Society at Mayanur, which is grateful for the support given to it by
several co-operative institutions, the agricultural bias recommended
by the Vice-Chancellor is definitely given, the subjects mentioned by
him are taught and the aims and ideals of rura] reconstruction’ are
made to permeate the curriculum. The example of Mayanur may
with advautage be followed by mauy Board and private schools,
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But that would not be possible unless the Government adopted a
liberal policy of helping such schools by adequate grauts for lands
and equipment. We are sure that if the schools put forward suitable
schemes they will be considered with sympathy by the authorities. -

Mr. Raunganadhan then advised the Agricultural Demounstrators,
who are all ex-students of the College, to form ryots’ and young
men’s associations, on the lines of the voung farmers’ clubs of Eng-
land and the boys’ and girls’ clubs of America, and through them to
disseminate the latest knowledge regarding crops and markets, He
appealed to the well-to-do landed classes to live on their lands and
demounstrate to the rvots round about them the advantages of adopt-
ing improved methods of cultivation and of engaging in subsidiary
industries. “And we need a large body of educated young men and
women who will go and settle and work in the villages for the benefit
of the agriculturists, regarding the amelioration of the condition of
these people as the greatest service they could render to the country.”
Let us hope that this advice will fructify in some minds at least.

Co-operation in Pudukottah State.

Reviewing the administration report of the Co-operative Depart-
ment of the Pudukottah State for the fasli year 1345, the Durbar
observes that the importance and utility of the co-operative mmovement
do not appear to be understood or appreciated by auny large section
of the people, and appeals to all those who are engaged in the move-
" ment to be more loyal to the societies with which they are connected
and to induce others to join the societies and derive full benefit from
them. The number of societies in the State remained stationary
during the year at 123, no new society being registered and none
being liquidated. But there was a large decrease in membership from
14,727 in the previous year to 11,625. There was however a silver
lining to the cloud, narrow though it was, in that the number of Adi
Dravida members iucreased from 657 to 784, This decrease in
membership is the more regrettable, since the year was ou the whole
more favourable in rainfall and other respects than the preceding
one, and it was expected that these general favourable conditions
would be reflected in an improvement in the condition of the socie-
ties. Asin other parts of India non-agricultural societies seem
to have fared better than the agricultural societies, due partly
to their management being in more capable hands and partly to the
fact that the economic depression has hit the agricultural classes all
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over the world harder thau the non-agricultural classes. The fact
that Pudukottah is a small State does not necessarily make it easier
to pull the movement from the bog iuto which it has got; but edu-

‘cation and propagauda are bound to be helpful as their object is to

strengthen the will of the people to overcome their difficulties. The
appeal of the Durbar is therefore welcome and we hope that in this
work of education and propaganda, non-officials and officials will
co-operate with each other earuestly, as otherwise it will not be
effective.

Mr. G. Sundaresa Aivar, in our view the most experienced and
well-known co-operator in the State, published some time ago a
weighty note on the condition of the co-operative movement in the
Pudukottah State, giving in appendices laboriously collected detail-
ed information regarding the working of societies and making several
suggestions for the consideration of the authorities. We hope these
suggestions will receive the attention they deserve, Though it should
not be necessary for any one to remind small States of the limited
nature cf their resources, a tendency is observable in them to imitate
the paraphernalia of the much larger British Provinces near them.
This tendeney has to be guarded against. For this reason we are
unable to approve Mr, Sundaresa Aiyar’s suggestion regarding the
appointment of a formal Comittee on Co-operation like the Com-
mittees of Mysore, Travancore and sowme British Provinces. But his

" other suggestions, such as those regarding audit, the appointment of

Honorary Assistant Registrars, group clerks etc.. are well conceived.
In view of the keen dissatisfaction caused in this province by the ap.
pointment of departimental men as executive officers and secretaries
of central banks, Mr. Sundaresa Aiyar's observations on that point
are interesting. He says:—

“If the Central Bank decides to appoint an executive officer, let it
do so by all means and appoint any man of the required
qualifications. But the moment it asks, or is driven indirectly
to the necessity of asking, for the loan of an officer of the
Covernment, I feel strongly that the death-knell of the little
Co-operation that exists is sounded. The Central Bank will
practically be a department of Government.”

Without recource to the elaborate process of an enquiry by a
formal committee, it should be possible for au informal conference of
the Registrar and a few experienced co-operators of the State to agree
upon the steps necessary for improving the condition of the societies -
and for creating practical idealism it the members.
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Indigenous forms of Co-operation.

An interesting article by Mr. (3. Gopala Rao appeared recently
in the Hindu regarding some indigenous forms of CO-Opel‘atiOP whiclht
are prevalent in South India but which unfortunately RT’C dying out.
The writer refers to the svstem of Kudimaramath by which tanksand
irrigation chanuels are cleaned and kept in repair, to th.e dig'giug of
canals in river-beds when the rivers go dry and to the joiut raising of
paddy seedlings by poor rvots. Perhaps the most interesting form of
such co-operation for irrigation is what is described below :

“ Agricultural labourers belonging to the depressed classes culti-
vating tiny plots of land, who are too poor to owu cattle, resort
to co-operative watering of their crops. On moonlit vights
during the watering season in villages not far from Madras
city one may cotne across batches of men frout ten to sixteen
in nmumber, yoking themselves to tbe mhote like bullocks, and
baling out water to irrigate their tiny plots. During day these
lahourers work for wages, and at nights utilise the wells of
obliging landlords to irrigate their crops.”

By the kindness of the Hindu we are able to publish an illustra-
tion of thie operatiou.

Other forms of co-operation referred to by the writer are the well
known chit funds, the conduct of temple festivals, bliajanas ete., with
which most of us are familar. Not so well known is the fact that
small vegetable-growers around Madras, like those near the Red-
Hills lake, pool their produce and send it by carts to the vegetable
markets of the city for sale. While we are glad to know that such a
form of indigenous co-operative marketing exists, we should like to be
assured that the collection and sale is not done by a middleman-
dealer for his own profit, but is done by an agent of the vegetable-
orowers for their benefit. But even more interesting is the case of a
3illage mentioned by the writer, ‘ situated 30 wmiles west of Madras
on the M. & S. M. Railway’ (Kadambattur) where some twenty-five
years ago a successful attempt at consolidation of holdings was made,
with the result that ‘the average holding at present is 12 acres,
paying Rs. 45 as land revenue, whereas the district average is 3 acres
assessed at Rs. 10 This information is particularly welcome to
co-operators and others who, having learnt of the beuefits of consoli-
dation in the Punjab and the Central Provinces, are eager to explore
the scope that exists for it in this province. We suggest it to the
Agricultural and Co-operative Departments to investigate and verify
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the facts, and if they are as stated in the article under reference to,
give dae publicity to them and to persuade the people of other villa-
ges to follow the example of this village.

Lack of Idealism.

Speaking ou the occasion of the Triplicanne Branch day celebra-
tion of the T. U. C. S. on the subject of “linking producers and
consumers, ”’ Mr. S. Nithvanandam, then Secretary of the Madras
Provincial Marketing Society, appealed to the T. U. C. S. to obtain
its requirements as far as possible through the Marketing Society,
as by doing so it would be helping the primary producer for whom a
lot of lip-sympathy was being expressed by all people. He pointed
out further that in doing so, the T\ U. C. S. would also be benefiting
itself, if not immediately at anv rate ultimately, as it would be able to
cet things cheaper through the Marketing Society on account of the
elimination of unnecessary profit-seeking middlemen. At a similar
meeting held at George Town Branch I, Mr. V. Venkatachalam
Pantulu, Secretary of the South India Co-operative Insurance Society, -
exhorted the members and management of the T, U.C. S. not only
to utilise the services of the Provincial Marketing Society but also to
buy their sugar from the Vuyyur Co-operative Sugar Factory; and
to promote a housing scheme for the benefit of the members and staff
of the society, for which purpose the Insurance Society might be
willing to advance loans. Mr. K. C. Ramakrishnan who was present
on hoth the occasions referred to the difficulties that lay in the way
of carrying out these suggestions, the main difficulty being * the
absence of active goodwill on the part of the generality of members
and the lack of a spirit of service at all costs of the honorary office-
bearers in the movement. ‘There was too much of cynicism and too
little of idealism among the educated classes.”

It must regretfully be admitted that this charge is true in the
main. The T. U.C.S. is often appealed - to for help by young
co-operative institutions. But it has seldom given a warm response to
any of them. Its outlook [has generally been competitive. Its ques-
tion to'a young co-operative society has usually been, “Is your price
cheaper and quality better than that of the trader? Do you agree to
all our conditions as he does?” It does not pause to consider what
may be the fair price and the fair wage. Though it isa big share-
holder in the Central Co-operative Printing Works, it has ceased to get
its work done there because some other press offers to do the work
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cheaper. It has no time or inclination to inquire whether that other
press offers proper conditions of wotk to its workmen. It hasalarge
Common Good Fund, but the only use to which it puts itis to supply,
out of the interest on it, newspapers to its Branches. If it had a more
co-operative outlook it would have used thisfund for promoting the
cause of co-operation in general. The management is no doubt as
_efficient as it could be expected tc he under honorary office-bearers,
They are certainly as much alive to the iuterests of the share-holders
as the latter themselvesare, But the spirit of both the members and
management is more cominercial than co-operative. When wesay
this we mean that it is so generally and not that the society does not
possess individual members or directors who are fully co-operative,
This ‘ cynicism and lack of idealismm’' is very strange, for if the
pioneers were not optimistic and idealistic the society would not have
come into existence nor got over its early troubles. It is stranger still
that such a *highly educated body should be without idealism. But
we believe it is a defect which can be remedied with some patience
and troanble, Idealism is mow in power—the Congress stands for
idealism—and it should therefore be the easier to conquer what cyni-
cism is in the T, U. C. S. We hope that due efforts will be made in

that direction.
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'The Madras Co-operative Central Land Mortgage
Bank, Limited.

Proposals to raise lending Rate and create z Sinking Fund.
3y THE HoN’BLE V. RAMADAS PANTULU.

Co-operators in this Province are familiar with the history of
our land mortgage banks. DBriefly stated, a few primarv banks were
first started about a decade ago and rapidly multiplied in number.
Tiiey were at first invested with power to issue their own debentures.
The Government encouraged them by purchasing debentures from
these banks at rates of interest which were half per cent less than
the rates at which debentures were offered to the public, subject to a
maximum of Rs. 50,000 per’bank. Services of departmental officers
were also lent free of cost. In course of time, it was found neces-
sary to centralise debenture issue in a single provincial institution
and the Madras Co-operative Central Land Mortgage Bank was
started in 1929. Since then debeunture issue has been practically
centralised in it. It now provides the working funds for all the
primary banks. Starting with six and six and a half per cent, the
interest on debentures has now been gradually brought down to
three per cent. ‘The Government of Madras have guaranteed the
principal as well as interest of tiiese debentures by stages to the
tune of Rs. 125 lakhs. On date, debentures to the extent of
Rs. 1,17,71,500 are outstanding. Classified with reference to the
rates of interest they bear, they are as under :—

Rs.
4 p. c. debentures . 42,16,900
3t p. c . ... 38,55,400
3pc . .o 36,99,200
i 117,71,500

The average rate of interest paid by the Central Land Mortgage
Bank on the debentures is therefore round about 3.52 per cent. The
lending rates too have been cousiderably brought down gradually,
In 1929 when the Central Land Mortgage Bank was started it lent
to primary banks at 7 and 74 per cent. and the latter lent to their
members at 8 and 8% per cent. At present the Central Land
Mortgage Bank lends to the primary banks at four per cent and the
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latter lend to their members at five per cent,  The average lending
rate on all existing loans, oid and new, is 4.52 per cent to primary
banks and 5.52 per cent 1o ultimiate borrowers. T'he  question
whether these rates ol mnterest are adequate, having recard to the char-
ges to be met by the Central Land Morteage Bank, has been dcfinitely
raised of late in more than onc quarter. The prelimiuary Report of
the Agricnltural Credit Departmient of the Reserve Bauk of India
expresses the opinion tirat the lending rates now charged by the
Central Laud Mortgase Bank to primiaries and by the primaries to
ultimate horrowers are unduls low and must be raised. It is also
urged that the Central Land Mortgage Bank should start a sinking
fund on scientific lines to ensure the due retirement of dehentures ou
maturity without any difficulty,

These two questions, v/=. the n=ed to create a sinkine fund and
to raise the lending rate by the central to the primarv banks and by
the latter to their wembers, are I understand now encaging the
attention of the Provincial Governmeut, in view of the Central T,and
Mortgage Bauk approaching them for the extension of the limit of
guarantee by at least another Rs. 50 lakhs. The limit of the
existing guarantee has been vractically reached.  Or the outstanding
debentures to the extent of Rs, 117,17,500 debentures to the extent
of Rs. 7,76,900 were issned prior to the passing of the Madras Co-
operative Loand Mortoage Banks” Act—X of 1934, aud do not form part
of the 125 laklis guaranteed by the Governmment under section 8 of the
Act. Those issted prior to the Act were enarauteed under section 7 of
the Act.  Of the 125 lakhs, 110 lakhs have been issued, ont of which
2 lakhs have been withdrawn. So about Re. 17 lakhs are still
available for issue out of the g¢uaranteed maximum of Rs. 125
laklis. It is said that Sir James Tavlor, the Mauaging Governor of
the Reserve Bank of India, is of opinion that the Provincial Govern-
ment should insist on the Central Land Mortgage Bank creating a
sinking fund and raisiug its lending rate to the primaries and the
latter to their members, before any further pnarantee is oiven by the
Government for the principal and fnterest of the debentures issued
by thie Central L.and Morteage Bank. He evidentlv seems to have
pressed this view on the Finance Departmeut of the Government
of Madras. The Board of the Central Laud Mortgage Bank and co-
operators should give a serious thought to the question and place their
case before the Provincial Government, before final orders are issued,
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The consequiences of an adverse decision and the acceptance of the
view of the Reserve Bank of India will be very serious indeed.
Is it necessary to raise the lending rate ?

Speaking for myself, I do not think that it is either desirable or
necessary to raise the present lending rates.  Five per cent on along
term loan of 20 years is itself a heavy burden. The borrower pays
about Re. 8G-4-0 per vear for a toan of Rs. 1,000 and the interest he
pavs will be over Rs. 600, "T'he rate is however less than the prevail-
ing rate charged by mouney lenders and is therefore beneficial. The
activities of the land mortgage bauks have already had a very salutary
effect on the whole svstem of money-lending on mortgages in the
rural area and generally brought down the level of interest rates
hiitherto charged.  Such activities of co-operative credit institutions
were never looked upoun with favour by capitalists aud capitalist
banks, ‘T'hevalways showed themselves hostile to their activities for
various reasous which it is unnecessary to discuss here. If I probe
deeper I will be wounding the susceptibilities of the capitalist expert
advisers of the Government, They treat co-operative enterprise with
unconcern or indifference so long as co-operative banks do not make
an impression on the money market. But once they begin to tell,
the need for restricting their activities in various directions is at once
discovered by these advisers. Our history is replete with such ins-
tances. Thisfight between Capitalism and Co-operation is inevitable.
The commercial view point in regard to a co-operative bank is that con-
sideration of what the rvot is able to pay should never enter into our
calculations and that the sole cousideration on which the bank
should regulate its business should be how to make as liberal a pro-
vision as possible to meet its present and future commitments—
in otiier words financial caution shonld alwavs err on the side of the
bank and uever ou the side of the borrower. No co-operator can
accept this view. ‘The principles, ideals and aims of co-operative
credit organisations are radically different from those of joint stock
bankers and capitalist money-lenders. The aim of co-operative banks
is to gradually bring down the rate of interest to as low a level as
possible, cousistent of course with financial safety. Therefore, unless
a very strong case is made out that our preseut rates are unduly low,
involving financial risks, and that we cannot work our land mortgage
banks on a sound and stable financial basis without raising the lend-
ing rate of interest, I feel that the Central Land Mortgage Bank
should not embark oun any such departure in its declared policy of.
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gradually bringing down the rate of interest on which it has so long
acted. A move in the opposite direction will, in my opinion, have a
very disastrous effect on the future development of the co-operative
land mortgage banks in this Province. Moreover, ata time, when
the Government is supposed to be engaged in concerting measures to
help agriculturists to lquidate their prior indebtedness and to lift
from their shoulders the oppressive burden of interest charges, it
must look very odd to raise the Jending rate of land morteage banks
to a level which was once considered to be hich and burdensome and
deliberately brought down. ‘Tie present conditions of the money
market also do not justify such a counrse. Mortgage loans at 6 per
cent can be now had from money-lenders in the countrvside, if géod
security like that demanded by the land mortgage banks is oﬁéred,

Financial Results of a Sinking Fund.

The main argument in favour of raising the lending rate is that
the constitution of a regular Sinking Fund s absolutely necessarv and
it can be constituted ouly if the lending rate is raised. So, let mé first
examine the question of the level to which the lending rate has to be
raised in order to constitute a sinking fuud on so-called scientific
lines. There are several forms of sinking funds. Sinking fund for
repayment of a loan is usually of the tvpe known as the accumulating
sinking fund. An accumulating sinking fuud is constituted thus.
We set aside periodically such sums as, if invested each vear
together with the investnent of all interest thereon, as it accr'ues,
will amouut to the specific sum at the date on which such sum is
required. In the case of a fund to redeem a twenty-year debenture
for Rs. 1,000, we must invest each vear for 20 vears a sum which
with compound interest will yield Rs. 1,000 at the end of the twentieth
year. The sum to be annually mnvested will naturally depend on the
assumed rate of interest it vields. Tliere are ready made tables for
various assumed rates of interest. If in the case of the Madras Cen-
tral I.and Mortgage Bank we assume an investment at 23 per cent—
the rate assumed by the Reserve Bank—then we require a sum of
Rs. 39-2-4 for periodical investment, each vear, for 20 vears, to
accumulate Rs. 1,000 by the end of the 20th vear. Where does
this sum come from in the case of the Central Land Mortgage
Bank? There is only one source, namely, the annual paymenfs
made by the primary banks in discharge of loans borrowed by
them. As I have already stated, the average rate at which they

_at present borrow—the old and new loans put together—is about 4.5
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per cent.  So, for each sum of Rs. 1,000 which they borrow at an
average rate of 4.5 per cent they make an aunual equated payment of
Rs. 76-14.0 to the Central Land Mortgage Bank, The average rate
of interest now paid on the debeutures being 3.52 per cent, a sum of
Rs. 35-4-0 will be necessary to pay the interest due to the holders of
debentures of Rs. 1,000. Then we require Rs. 39-2-4, as stated above,
to accumulate at 2} per cent to Rs. 1,000 at the end of 20 vears,
The total of these two sums comes to Rs. 74-6-4. This leaves a
surplus of less than KRs. 2-8-0 out of the annual repayment of
Rs. 76-14-0 to the Bank. On a busiuess of about Rs. one crore, roughly, -

(though sinking fund should be provided actuaily for Rs. 110 lakhs)

it leaves a surplus of Rs. 25,000 for purposes of management expen-
ses. But the expenditure on management uow comes to about Rs. 1
lakh as under:—

Rs.
Dividend at 5 per cent on 6 lakhs of share capital ... 30,000

Contribution to Government for services of 3 Deputy
Registrars and their staff ... 30,000
Bank’s own administrative charges of management. 40,000

So, the Bank will have to work with a deficit of Rs. 75,000 at
least, if a sinking fund is now constituted, while the average lending
rate stauds at 4.5 per cent.* So, it must be raised, so that the annual
equated payment may meet not only the interest on the debentures
and sinking fuud charge, but also costs of management of the bank.
The management expenses of one lakh of rupees, as shown above
when distributed over the business of one crore, will work out to
Rs. 10 on everv Rs. 1,000 loan. So, this sum of Rs. 10 when added

* 1 did not cousider it necessary to give details of the several series
of debentures issued and the rates they bear or of the rates at which the
different loans were advanced, in order to arrive at a strictly accurate
figure of the outgoings and the incomings of the bank. Nor have I at-
tempted an estimate of the average expansion of business in future, I
have not also referred to certain soutrces of income of the Bank like the
return on the investment of its reserve funds and share capital for such
incomes are far less than the estimated deficit of Rs. 75,000. No useful
purpose will be served by encumbering this article with those details, for
they do not materially affect the basis of my conclusions in regard to the
finaucial effects of creating a sinking fund to-day.

Even if we assume an interest yield of 3 per cent instead of the

- 2% per cent the annual sum to be put into the fund will be about Rs. 37-3-0

and will yield an additional surplus of Rs. 2 per thousand or Rs. 20,000
for a crore of business. The deficit will still be Rs. 55,000,
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-to the Rs. 74-6-4 required for interest on debentures and constituting
a sinkine rand will amwonnt to R, 84:6-4. Jéven if we raise the rate
of interest by oite per cent, i, from 4.5 10 5.5 per cent, the equated
annnal Hrstaintent will not come np to this fioure. A twenty vear loan
of Rs. 1,000 with interestat 5.5 per cent willonly vicld an annual
gquaied‘}):l_\'?llcnl of Reo 83-10-10.0 So we miust raise Lh({ is-uding rate
to the primary bavis 1o 6 per cont, i we are to get suffictent annual
p(l\'l!lt‘;ﬂ Lo \'id(l Rs. 8164 The primary banks, assuming that
Ilkj?\r' work with the present margin of one per cent will have to raise

’ the‘ir fending rate to 7 per cent. So, the hope that a one per cent
increase in the margin brtweren its borrowing and Jending rates, will
enable the Central Land Merteace Bank to constitute a sinking fund
and to pav for the departmental staff emploved in addition to its own
administrative expeuses, dous 1ot seem to rest on any correct caleula-
tion. The Reserve Dank evideutly expects the Central Land Mort-
gage Bank to continae to buiid up 1ts Statutory Reserve Fund on the
present lines, wich is ablizatory under co-operative law, in addition
to the sinking fuud.  If so, the wunual fnstalment of a twenty-vear
Joau of Rs. 1,000, even at 6 per cent, referred to above, will uot be
enough to make additions to the reserves aud make good the short
falls in the sinking fund investment.  The rate of interest must be
put up still higher to the primary banks and i1ts members, It must
be at least 7 per cent to the primaries and 8 per cent to members.
So we ¢o back to the rates with which we started in 1929, Admir-
able progress!

No otne can definitely say now whether even these rates of 7 and

8 per cent will suffice. In the first place an asswmption of 24 per cent
interest vield is o optimistic.  The tnvestments in sinking fund to
be liquid and available whenever required must be in gilt-cdged
securities ot other equallv liquid securities, It is now settled that
co-operative banks must pay income-tax and super-tax on their invest-
nments in gilt-edged securities,  There is always the danger of
fluctuation in rates of interest. [f the rate goes below the assumed
21 per cent we shall not have the sum of Rs. 1,000 at the end of the
sinking fund period. There is again the risk of depreciation in the
market value of these securities, which will also result in our not
accmmulating the sum we want at the end of the period. There are
" other difficulties such as the complex nature of the accounts to be kept

and the anuual revaluation of the investments with a view to make

good the short falls. 5o, the success of the sinking fund will depend
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on factors like our ability to always find a ready investment, the date
of redemption of such investment, the rate of interest and possible
fluctuations of the market price both of the capital value and the
interest thercon. It will thus be seen that there is nothing very
“scientific ” about this sinking fuud iu the sense that the results can
be calculated with scieutific precision. They canuot be. The results
at the end of the sinking fund period vary and fluctuate with a
number of factors, some of which I have mentioned above.

I feel that the fetish of a sinking fund is carried too far in this
case. The reason for a provision for a sinking fuud which is
associated with borrowings of municipal corporations or port trusts
has not an equal application to co-operative land mortgage banks.
In these banks, principal collections come in annually as part of
the equated payments. The Central Land Mortgage Bank like
other co-operative banks diverts a substantial fraction, usually
25 per cent of its divisible profits, to a statutory reserve rund. It has
now accumulated a little over Rs. 112 thousands in this fund. It has
besides this, a bad debt reserve and a dividend equalisation fund too.

The Central Land Mortgage Bank, besides building up these
various reserves, is also pooling its principal collections to so invest
them as to make the pool serve as a debenture redemption fund.*
This fund is a simple device designed to get a benefit similar to that
contemplated by the counstitution of a sinking fund, Just as the
actual amount in the sinking fund relating to each series of deben-
tures has to be chiecked with reference to the amount that has to be
invested and the short fall made good by pavment into the fund, the
amount in the debenture redemption fund mav also be checked with
reference to the principal amount that ought to be collected every
vear and any short fall made good by pavment into that account.
That is, amounts overdue on account of principal would be paid to
the credit of this fund. In this wav, we can assure ourselves that the
necessarv amouut is accumulating to pay off the debentures on
maturity.  The fund will be utilised for purchase of debentures from
time to time in the market either for retirement or for reissue as
seems expedient to the Bank. It is pointed out by the advocates of
the scientific sinking fund that to the extent that the redemption

* The practice of redeeming debentures from time to time to the ex-
tent of annual collections including advance paynfents from primary
banks has recently been given up and a ten years period certain is now
assured for the 20 year debentures.
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fund cannot be utilised for the purchase of the debentures available
in the market for sale, it is to be invested in Government securities
and if this happens to a large proportion of the fund, the debenture
redemption fund will in fact beconte a sinking fund without its
scientific advauntages. But this and similar objections can be over-
come more easily than solving the financial difficulties involved in a
regular sinking fund at this stage of the Bank’s development. The
debenture redemption fund possesses advantages similar to those of a
sinking fund without its complexities and disadvautages. Any appre-
hension that the investing public may not have sufficient confidence
in the Central Land Mortgage Bank if a regular sinking fund is not
constituted seems to be not well founded. The public now kuow, that
loans are advanced onlyv to an extent of fifty per cent of the market
value of the securities offered—valuation being made on a strict and
conservative basis. Thev also know that reserves are being built up
carefully though slowly and that care is being taken to provide for
redemption,

A Sinking Fund for Past Debenture Ussues not possible,

The foregoing discussion of the financial results of now cousti-
tuting a sinking fund on scientific lines for the redemption of the
existing debenture loans, is not meant to raise anyv question of raising
the lending rates on the existing loans, It is legally impossible to
raise the lending rates on the existing loaus during the currency of
their period. The contracts between the Bank and the borrowers
cannot be broken. ‘I'he discussion is merely intended to ascertain to
what extent lending rates will have to be raised, assuming it is legal-
ly possible. If a sinking fund is to be constituted to redeem the
debentures already issued which may be taken to stand at Rs. 110
lakhs (excluding those issied before the passing of the Madras Co-
operative Land Mortgage Banks’ Act—X of 1934) the sums to be
diverted into it can be derived only from sources other than an en-
hanced vyield on the existing loans. What are they ? There can be
onlv two sources. Surpluses of the divisible profits, if any, on the
exi;ting business and enhanced vield on the future loans. From the
fioures I have given itis evident that the present business does not
vield sufficient profits to leave any such surplus.  To ask future bor-
rowers to pay a rate of interest on their loans which will not only
permit the creatiqu of a sinking fund in respect of the future deben-
tures from out of the proceeds of which they ate finauced, but also in
respect of the past debentnres from out of the proceeds of which the
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past borrowers were financed is an obvious injustice and utterly in-
defensibie and unco-operative, however right it may be from the capita-
list banking experts’ view point. But what exactly the Reserve Bank
and the Finance Department of the Madras Government want to be
done by the Central Land Mortgage Bauk has not been stated any
where. Do they want a sinking fund provision for the debentures to
the tune of Rs. 110 lakhs already issued under the guarantee given
under section 6 of the Madras Co-operative Land Mortgage Banks’
Act? If so, as already stated, on the assumption of the interest yield
of 2} per cent a sum of Rs. 39-2-4 will have to be found for every
Rs. 1,000 debenture. If all these debentures of Rs. 110 lakhs are to
run a life of 20 vears, an annual sum of Rs. 4,30,000 will have to be
found for it. It is true that some of the debentures have already run
for a few vears, but that is 2 matter of detail which affects the re-
sults but very slightly in relation to the Bank’s ability to find any-
think like that sum, even if it is a little less. If it is not their inten-
sion to require a scientific sinking fund for redemption of the past
debentures, what departure do they want the Bank to make in respect
of the present arrangements for ensuring their redemption? If it is
the intention of the Reserve Bank and the Government to leave the
bank alone in regard tc the existing arrangements for redemption of
past debentures and waut the Bank to start a scientific sinking fund
in respect of each future issue of debentures, what increase in the
lending rates to the primary banks do they propose for adoption by
the Central I.and Mortgage Bank? These are questions which
require definite answers.

The Need for the Land Mortgage Banks to Balance their Budgets.
The Central Land Mortgage Bank.

The Goverr}ment will be fully justified in asking the Land
Mortgage Banks to balance their budgets and not to depend upon
the Government for a subsidy either in the form of cash or free
services of its officers. I think that if the Central Land Mortgage
Bank is allowed to manage its affairs without undue interference from
the Government with regard to its staff and without imposing upon it
excessively costly services, t_he Bank will be able to balance its budget.
At present, the salaries of two special Deputy Registrars, their staff and
other charges amounting to Rs. 20,000 a year are being debited to the
Bank ; in other words, the Bank is made to contribute the full cost of
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their services, A third officer is now appointed involving an addition
of Rs. 10,000 annually to the Bank’s expenditure. There are two
questions in connection with these charges. First of all these three
officers are not a part of the establishment of the Central Land
Mortgage Bank. ‘They forth part of the staff of the Registrar, which
looks after the land mortgage banks. Solong as it is ‘decided that
the Deputy Registrars in charge of the Districts cannot look after the
work of the land mortgage bauks, the number of the Special Deputy
Registrars to look after these banks is bound to increase with the
increase in thie number of primary banks and their work. Verv soon,
not three but six land mortgage bank Deputy Registrars will become
necessary. The Central Land Mortgage DBauk, under the existing
arrangements, will have to find annually Rs. 60,000 and not Rs. 30,003
for these Deputy Registrars. I contend that the appointmeunt of these
Deputy Registrars is the normal outcome of the development of the
Co-operative Movement ou its land mortgage banking side. When
non-credit societies were developed, the staff of the Registrar was
strengthened by the addition of non-credit inspectors and other
officers to cope with the increased work due to multiplication of
non-credit societies. I fail to see wly a similar reason does not
apply to the employment of special Deputy Registrars to meet the
requirements of the growing land mortgage banking organisations.
I do not think that the salary of these Deputy Registrars is a leoiti-
mate charge on the revenues of the Central Land Mortgage B:uk.
The additions to the costs of management of the Bank by the"Govern-
ment imposiug its men on it are likely to rise still further in future. For
instance, there is the question of the pay of the Deputy Collector—
Secretary of the Bank, which is now being paid by the Government,
I understand that it comes to about Rs. 7,500 a year. Ou the theorv
that the Central Land Mortgage Bank must bear its own costs of
management, there is every likelihood of this amount also beine
charged to the revenues of the Central Land Mortgage Bank, for therz
can be no justification for debiting it to the tax-pavers’ account. The
officer is now appointed for a period of one year, and I hope it will
be possible not to revive the appointment at the end of the period
But if it is revived and the Bank is asked to pay for him, it means ar;
addition of another sum of Rs. 7,500 to its costs of management.

In the next place I should say thatif the Central Land Morteage
Bank is asked to balance its budget, it must be left to the Baui bto
employ the men it wants on such salaries as it can afford to pay
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Each of the three special Deputy Registrars has a staff of about two
peons and two clerks. ‘Together with his special staff, contingencies
and travelling allowances, each of these Deputy Registrars costs the
Bank about Rs. 850 a month. Surely, all this expenditure cannot
be put down as pertaining to part uf the establishment of the Central
Land Mortgage Bank. It should be possible at least to debit part of
the cost to the Department and only some part to the Bank. The
expenditure on these services may not appear to be excessive to the
Department from their own standards but they must be considered
to be extravagant and wasteful from the standards of an infant busi-
ness institution like the Central Land Mortgage Bank. Rupees thirty
or forty thousand a year on three or four departmental men and
their appendages aloue for supervisory and orgamisation work, in
addition to the Bank’s own administrative expenses of about
Rs. 40,000 a vear, is a burden which the Bank cannot bear.
Moreover, the arrangement is essentially unjust in so far as the
Central Land Mortgage Bank has no voice even in deciding how
many men are necessary and what they should be paid. Itisa
veritable case of the Government calling for the tune and the Bank
paying the piper according to the Government’s bill. If the Bank
is asked to place its business on a purely commercial basis and
balance its budget, the Bank has the right to ask for liberty for
the commercialisation of its administrative services as well. This
aspect of the question requires serious consideration at the hands of
those who insist upon the Central Land Mortgage Bank balaucing
its budget and unot approaching the Government for subsidy.

Primary Banks.

The Primary Banks now get the services of about 25 Sub-Deputy -
Registrars free, for valuation of lands and some preliminary investi-
gation of title. They are said to cost the Government about Rs. 65,000
annually, that is to say, each man with his staff and charges costs about
Rs. 2,600 a year or a little over Rs. 200 a month. As a result of the
insistence ou the lanud mortgage banks being self-reliant, they are
already being asked to contribute as soon as possible for the services of
these Sub-Deputy Registrars as well. Here again, the same questions
I raised in connection with the Special Deputy Registrars arise. These
Sub-Deputy Registrars essentially form part of the staff of the Regis-
trar in connection with the work of the primary land mortgage banks
in the same manner as the non-credit inspectors do iu relation to the
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non-credit organisations. Asswmning that they form part of the establish-
ment of the primary bauks, is it necessary to entertain such a costly
staff each member of which costs about Rs. 200 and odd a month ?
The services rendered by these men can be rendered equally
efficiently by inspectors whom the primary bauks can employ at a
much less cost. At half the cost, i.e. Rs. 100 a month, (pay and
allowances) men more efficient than mauy of the preseut Sub-Deputy
Registrars can be secured by these banks. As in the case of the Central
Land Mortgage Bauk, the primary bauks have no voice either in fix-
ing the number of these men or their salaries. If the primary banks
are asked to make a coutribution to the Govermment for these services
as soon as possible, the cost of these services must be brought dowun.
The primary banks can do it, if they are allowed to do so, without
loss of efficiency.

Any insistence on the Central Land Mortgage Bank and the
Primary Banks to balance their budgets and not approach the Govern-
ment for subsidy should not be coupled with the condition that these
banks should accept the highly paid services forced on them by the
Government aud pay for them. The moral or legal justice of the
Government’s iusistence on the bauks balaucing their budgets, which
in theory is right, will disappear the moment they couple that insis-
tence with the demand that the Bauks must accept their abnormally
costly services which the banks cannot possibly meet from their
revenunes. If the economies suggested above are effected and the
Banks are allowed to regulate their expenditure consistently with
their income, then they can balance their budget without asking for
subsidy from Government. If they cannot so balance their budget
even with the economies suggested, then there may be a case for
asking them to put up the lending rates; not till then.

Will 40-Year loans solve the difficulty caused by raising lending rate ?

I find that Mr. N. Satyanarayana, Member of the Executive
Committee of the Madras Central I.and Mortgage Bank, has suggest-
ed the prolongation of the period of the loan, in case the rate of
interest is raised. The main object of his proposal is to bring down
the size of the equated aunnual instalments to a level which will enable
the borrower to re-pay without undue strain on his slender income,
For instance, if the lending rate is raised to six per cent and the
period of the loan to 40 years, then the annual instalment will be
Rs. 66-7-0, whereas on a twenty year loau at five per cent he pays
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Rs. 80-4-0. No doubt this is an important consideration to be borne
in mind; but the corresponding disadvautages of a very long term
coupled with an increase in the rate of interest far outweigh, in my
opinion, the advantages of so lengthening the period.* Loans for
such long periods as forty or fifty years in the west carry very light
rates of interest. ‘The double solution of raising thelending rate as
well as the period of the loan is in my opinion unsuited to our present
rural econoy.

There is still another aspect of the 40-Year loaus to be considered.
The proposal to extend the period of the loaus from 20 to 40 years
necessarily involves the issuing of debentures for a correspondingly
long period, namely 40 vears, Even with the glut of money in the
market and the absence of other avenues for profitable investment, we
are finding it difficult to attract sufficient quautity of 20-yvear money
at three per cent. It will be unsafe to embark on a scheme of 40-year
loans on the assumption that money will be subscribed to 40 year
debentures at 3 per cent. Are the advocates of 40-year loans sure
that 40-year debenture money can be secured at three per cent? 1
feel extremely sceptical about it. Moreover, few investors in this
country would like to lock up their money in an investment for such
a long period as 40 vears, except perhaps in gilt-edges, which stand
on a very different footing. Even Insurance Companies may not
invest for forty years, because their endowment policies do not often
exceed a maximum of 20 vears, and they would require money for
meeting their claims on maturity.

Pray—Avert the Catastrophe.

In conclusion, I beg to urge thatthe enforcement of the rigid
commercial standards advocated by the Reserve Bank which even
most of its scheduled banks do not adopt, coupled with the forcing on

* As I have already said, to carry out the wishes of the Reserve Bank
and the Finance Department, it will not be enough to raise the lending
rate to members to 6 per cent as Mr, Satyanarayana assumes. It must be
raised to 7 or 8 per cent. The annual equated payment on a 40-year loan
at 7 per cent will be Rs. 75 and at 8 pet cent it will be Rs. 83-13-9. The
amount of interest which a member pays on a 40.year loan for Rs. 1,000
will be Rs. 1657-8-0 if thg rate is six per cent, Rs. 2,000 if the rate is
7 per cent and Rs. 3,354-6.0 if the rate is eight per cent. This in my opinion
will prove ruinous to the borrower.
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the land mortgage banks extravagantly costly departmental services
leading to an inevitable increase in tlie existing lending rates
will prove disastrous to the co-operative land mortgage banking
. . - ‘ = >
movement in this Province, We have progressed well so far. A
departure in our declared policy of making long term money available
to agriculturists at as cheap a rate as possible to enable them to
discharge their prior debts, will mark the begiuning of the decline of
the land mortgage banking movement in this Province. The very
object with whichi Land Mortgage Bauks were started would be frus-
trated. I hope the Government will avert such a catastrople.

THE INDIAN CO-OPERATIVE REVIEW
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Co-operation in China.*

On behalf of the Universities’ China Committee in T.ondon,
Mr. C. F. Strickland, who is familiar to Indian co-operators as an ex-
Registrar of Co-operative Societies in the Punjab and the author of
several books on co-operation, spent about ten months in China from
August 1934 to June 1935 in studving the co-operative movement
there aud in speaking on co-operation to students, officials, social
workers and other audiences. * The Co-operative Movement in
China ” is a brief report on the state of co-operation in that country,
with suggestions for its improvement; while “ Rural Finance and
Co-operation " is a reprint of a course of lectures delivered by him to
the fourth vear students of the College of Agriculture in the Univer-
sitv of Nanking. The former is intended for the beuefit of the
authorities and others who are concerned with the direction of the
movement ; the latter will be very valuable for study and reference
to those who wish to be qualified for being the higher administrative
staff of societies or governments. It is Chiua’s good fortune that a
gentleman of Mr. Strickland’s knowledge and experience of
co-operation in eastern countries should have become available to
advise her. It is beyond praise that in his retirement he should
have undertaken these arduous journeys in a distant and unsettled
country with the sole desire of serving huinanity.

Indigenous formns of co-operation, including the chit fund, obtain
in China as in India, though owing to the compact with western
ideas, life even in villages is becoming more and more individualistic.
The modern co-operative society, however, was introduced only in
1919 by the late Professor S. Y. Hsieh, who studied the movement in .
western countries, lectured about it in the Chinese universities and
started a co-operative savings bank at Shanghai. In a weekly paper
which he was conducting he strongly advocated the cause of
co-operation and the multiplication of co-operative propagandists.

The Chinese Nationalist Party, the Kuomingtang, was greatly in-

fluenced by his writings and in consequence it has started in vatious

#The Co-operative Movement in China. By C. F. Btrickland, C. I. E., pages 60.
Published by the Sino-British Cultural Association, Nanking.

Rural Finance and Co-operation. By O. F Strickland, 0.1.E., pages 460. Published
by the Co-operative Commission, National Economic Council of China.
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provinces Co-operative Bureaus and Commissions which employ a
staff of organisers paid out of the provincial revenues, In one pro-
vince, Hopie, the movement was independently begun by the
Chinese International Famine Relief Commission. Other bodies
which are organising and euncouraging societies are the Association
for the Improvement of Agricultural Products, Mass Education
Movement groups, Christian Missions, Universities and colleges

agricultural stations and even private individuals. [t is speci:tll\:
noteworthy that commercial banks, including some of the bigoest i;l
the country, are also taking a prominent part in this work, "

Thus the movement has the support of evervbody in the countrv
Everybody has faith in it.  Consequently the numBer of SOCl'CtiCJS'
registered and unregistered, is growing very rapidly, It has been so’
especially during the last few vears. Naturally énouﬂx there are
great variations from province to province. The ratebof expémiou
may be judged by the fact that whereas at the end of 1933 tixere
were 5,300 registered societies in the country, they had risen to 14,600
at the end of 1934 and were estimated to be about 30,000 at the’end
of 1936. Chinese thinkers support the movement because they see
in it the only way of escape from the evils of capitalism and com.-
munism, of the latter of which China had experience in some pro-
vinces before the present National Government put it down,

The greatest asset of the movement is the character of the
Chinese farmer, according to Mr. Strickland. He says, “The three
outstanding qualities of the Chinese farmer are (1) his honesty, (2) his
comnon sense, his fitness for understanding simple busixlé’ss and
(3) his community spirit. I have seen few countries in Europe and
none in Asia, in which a sum of money, lent to a handful of peasants
with so little prior training or subsequent guidance in jts manage-
ment, would be divided so fairly, repaid so punctually, and seld:m
* misappropriated. as by the co-operative farmers of Hop;ei province.”
The community spirit, that is, the readiness to work with others f<;r
the good of the village, subordinating one’s inclination and interest, is
much greater in China than it is in India. With these favourat’)le
factors—the enthusiasm of the people, the support of the public and
the character of the people —the movement is bound to make v
satisfactory progress in the future, provided some defects which
Mr. Strickland has shown are remedied.

Until recently there was no special law governing co-operative
societies. One was passed in 1934 and brought into force late in
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1935. It has secured a certain amount of uniformity in the constitu-
tion of societies in different provinces. It does not, however, lay the
duty of registration on a single officer, as the law in most countries
does, but allows provincial governments to entrust it to district
magistrates, who have no special knowledge or experience of
co-operation. Aunother defect is that it does not make the audit of a
society by an external authority obligatory. There is now no proper
control or co-ordination of the movement in the provinces or in the
country as a whole, and practically no training is provided for
staff. Mr. Strickland recommends the creation of a Departinent
or Bureau with the Central Government, a Bureau or office in
each province with a well qualified and trained Registrar,
two or more Inspectors with superior qualifications and under them
a number of organisers, the last receiving training for about three
months and corresponding to our supervisors and old time Inspectbrs.
To officers of the Registrar’s grade Mr. Strickland recommends
visits to foreign countries; but the countries he recommends are not
Denmark, California or England, but Malaya, Ceylon and India,
where conditions are similar to those in China. The societies are
now financed mostly either by the State or by commercial banks.
They are dealt with directly, there being no unions or central banks
to intervene between the society and the State or the bank. The
societies bave very little owned capital, nor do they have deposits
from non-members. Mr. Strickland suggests that share capital
should be collected from members in instalments as in Iudia, that the
interest paid on it should be kept low i order to build up a reserve
fund, that unions or ‘central bauks should be organised to finance
them and that the State or commercial banks should deal with these
latter and not directly with the individual societies which are too
small and numerous., The functions that Mr. Strickland has re-
commended for the State are worth remembering by us in India.

* The functions of the State in respect of Co-operation should
be (1) to legislate; (2) to arrange for the training of staff through
co-operative or educational institutions which are willing and quali-
fied, or by direct action if such institutions are lacking; (3) to make
obligatory, by means of regulations, the employment of trained staff
by bodies which organise co-operative societies; (4) to arrange or
control the terms on which co-operative societies are to be financed
by commercial banks or other agencies; to ensure that an annual
audit of every society is conducted by a competent auditor.”
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Mr. Strickland points out that hitherto the officials have made no
attempts to organise and foster non-official organisatiouns, correspond-
ing to our provincial Iustitutes, to guide and look after the co-opera-
tive movement in China, being auxious to take credit for themselves
for being progressive and feeling a sort of vested interest in the move-
ment ; and of course recommeunds that thisattitude must be comple-
tely changed. He recommends further ‘that some tvpes of societies
found in sonie parts of India, alning at moral and social benefit, may
be adopted in China, where the State at present is unable to provide
certain necessarv ameunities to the population : thrift, medical, arbitra-
tion, educational and better living societies,

o sre——

Publications of the International Laboyr Office.

International Directory of Co.operative Organisations
The ninth edition of the Dircctory gives in a concise form the greatest

possible amount of information conearning more than 700 ¢o-opurative organi-
sations in 57 countries and also international co-operative organisations and
fnstitutions. )

The first part ;:;wfes tl;le most recent details about the title {
Fronch and German) of each organisation, its address, the dato of its founda.
tion, the chiof officials, its journal (with the periods at whick it a[?::arz;
and the strengt{h Off‘t.i cxrculﬁt\on), dxtfs national and internationaj affilia.
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Section 57-A (a) of Act VI of 1932

By Mg, P. K. Srinivasa RAGHAVA ACHARYA, B.A.,

Pleader, Tindivanam.
The subsection under consideration reads as follows :—

“ The Registrar or any person subordinate to him empowered
by the Registrar in this behalf mayv, subject to such rules as may be
prescribed by the Local Government and without prejudice to any
other mode of recovery prescribed by or under the Act, recover (a)
any amount due under a decree or order of a civil court ete.”

Relying on the subsection many of the societies have been apply-
ing to the Registrars of Districts for execution of decrees passed by
civil courts even without formally getting them transferred. The
question under consideration is as to whether such proceedings
are valid.

It cannot but be admitted even by supporters of such a procedure
that the decrees of civil courts are governed by the Code of Civil
Procedure. Even thougl' the Code is not exhaustive on points
which are not dealt with, it is deemed to be exhaustive on points
specifically dealt with therein. (Please vide 24 M. L. ]. 235) Sec-
tion 38 of the Code deals with the question as to which court is
competent to execute decrees. It savs ‘a decree may be executed
either by the court which passed it, or by the court to which it is sent
for execution.” Reading section §7-A (a) in the light of section 38
of the Code the only possible conclusion is that the Registrar may
execute decrees of civil courts if they are transferred to him for exe-
cution. It cannot be said that section 57-A (a) of VI of of 1932
overrides section 38 of the Code of Civil Procedure. That section does
not vest Registrars with powers to execute decrees of civil courts that
have not been transferred to them. It is also clear from the rules that
neither the legislature nor the Local Government which are empowered
under section 65 to frame rules prescribing the procedure for the attach-
ment and sale of property, intended that the Registrars of Districts
should be permitted to override the clear provisions of section 38 of
the Code and execute decrees that have not been transferred to them
for execution. Rule XV (8)—it should be noted that this rule might
have found a better place as one of the sub-rules to rule XXII—says
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that * The civil court to which a decision or award has been sent for
execution tuder clause (¢) of sub-rule (7) shall, on the application of
the person in whose favour the same was passed, or of the Registrar
of the District return such decision or award to such person or Regis-
trar, as tie case may be, in the same manner provided in rule 6 of
Order XXI of the first schedule to the Code of Civil Procedure 1908.°
Clause (¢) of sub-rule 7 refers to the execution of awards or decisions
of arbitrators bv civil courts. This sub-rule clearly contemplates
that before Registrars of Districts can execute even awards which
once have been filed in the civil courts, the formality of their being
transferred by civil courts should be observed. If that be the case
with awatds, it is not possible to think that the legislature intended
the Registrars of Districts should be empowered to execute decrees
of Civil Courts even without their being transferred.

It is to be moted that before the introduction of sub-rule 8 to
rule XV it was the practice with some of the societies to obtain from
the civil courts a copy of the last execution application and submit
that along with the execution application to the Registrar. Instances
are not wanting where such cases have been taken on file, properties
brought to sale and amouuts due to societies realised. The authorities
seem to have taken for granted that a certified copy of an execution

petition if produced can be a good substitute for an order of transfer
and a certificate of non-satisfaction,

Now that the legislature has recognised Registrars of Districts as
¢ Civil Courts’ for the purpose of article 182 of the Indian Limitation
Act, it hasto be considered as to what possible dangers may be expected
in cases where decrees of civil courts not transferred to them by such
courts are heing executed by Registrars. The correct view to be taken
seems to be that the proceedings before the Registrars can be treated
as mere nullitv, Proceedings before Registrars in such cases are
proceedings before tribunals not clothed with jurisdiction to entertain
such proceedings. The judgment debtors may ‘
quiet till the societies have purchased the propért
movable, and move the civil courts for being
Then the fact that there has been no sale by
jurisdiction can be pleaded as a defence by th
every likelihood of societies meeting with
near future. The civil courts are bound to
has been a valid sale at all before they can or
properties. If the proceedings before the R

choose to remain
ies if they are im-
put into possession.
a court of competent
e defaulters, There is
such oppositions in the
consider whether there
der the delivery of those
egistrar are discovered
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null and void the civil courts can and are bound to refuse to order
delivery. By that time the period of three vears might have lapsed
after the passing of the decree and societies may find themselves
unable to realise the fruits of the decrees that they have obtained.
It is not impossible to imagine cases where defaulters allow purcha.
sers to take possession of the properties peacefullv, wait till the
decrees get time barred and then take forcible possession of the pro-
perties. Such and more serious complications are sure to arise un-
less the authorities consider it worth their while to advise societies
properly as to what the correct procedure is. Such and similar sug-
gestions may be attributed to the hallucinations of the feverish brains
of the persons putting themn forward ; but the hard fact remains that
it is not the department but the societies that ultimately stand to
lose. It is hoped that the authorities concerned with the adminis-
tration of the societies will treat this problem as worth their serious
attention.
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Co-operative Societies and the Law of Limitation.

By K. I.. BHANDARI, South Canara.

There have been diametrically opposed views even in responsi-
ble aund well informed qnarters regarding the applicability of the
restrictions of the Iaw of ILimitation in the case of disputes in
Co-operative Societies. For exampie, two eminent lawvers of Mysore
Mr. B. A. Krishnamachariar, Retired District Judge, and Mr. A R.
Nageswara Aivar (now Judge of the Mvsore Chief Court) seem to
view the question from absolutely different angles.

Arguing chiefly from the iutrinsic evidence in the Societies Act
itself, the former concludes that consideration of limitation should be
eschewed in all disputes before the Department. The fact (1) that
the ordinary legal terws, plaint, suit, decree, Court appearing in the
Limitation Act are eschewed in the Societies Act and replaced
instead by reference, dispute, Registrar and decision, (2) that where
it is intended to have limitation, specifically laying down to that
effect as for example, where liability of part member or estate of a
deceased member are coucerned, (3) no legal practitioner being
allowed to represent a party unlike as in a Court, are sufficient in
the opinion of the former to coaclude that the legislatures required
merely justice, equity and good couscience to prevail in passing
decisious on the disputes, and not counsiderations of limitation, laid
down in the Limitation Act.

The latter on the other hand, (Vide Mysore Ecouomic Journal
for August 1936) argues (1) that Registrar in the Societies’ Regula-
tion is a “Court” as defined in the Evidence Act, as he is ent-
powered to decide disputes and authorised legally to take evidence,
(2) that Liwitation Act does not state that it applies to Civil Courts
only, and (3) that it is ridiculous to hold that a claim og 3 pronote
executed to a Society miay be sued upon even after a hundred years
against the executant’s grand-sons or great grand-sons, (4) that the
recent decision of the Privy Council (56 M. L. J. 614) is very help-
ful in viewing that even in arbitrations on mercantile references the
existing Law of Coutracts should be applied and that every defence
which would have been open in a Court of Law can be COLc;rently put
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forward unless the parties have specifically agreed to exclude that
defence or plea, (5) that the Societies Act must be deemed only to
provide a forum and not to take away the defence of Limitation open
to a party, and therefore the Law of Limitation fully applies to all
proceedings under the Co-operative Act.

The question before us now is whether the Societies Act should
not be amended to remove the existing uncertainties on the question.
The recommendation of the Sathianadan report that the restraints of
limitation law be mnade inapplicable to co-operative disputes is vet
pending consideration before the Madras Government, and it behoves
us Co-operators generally to focus public opinion in the matter. The
Provincial Union can with advautage call in views from their
General Bodv Members and take the majority view. There is reason
to hold that there will be powerful advocacy on -each side, and
arguments can with good reasoning be arrayed for acceptance of
either view. My own vote is in favour of the Limitation Act being
made in terms applicable to disputes under the Societies Regulation,
so that the wmovement might be made to run in proper and sound
financial grooves, avoiding the possibility of giving rise to specula-
tion over uncertainties of assets, and realisation over unreasonably
long periods in Societies, and would wish to hear the majority verdict
of the co-operators.
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Conferences.
THE NINTH BERAR CO-OPERATIVE CONFERENCE,
PRESIDENTIAL ADDRESS
By Tue Hon'BLE Mr. V. RaMapas PanruLu,

Dewan Bahadur Bralima and Brother Co-operators of Berar,

I feel very grateful to you for the honour you have done me by asking
me to preside over this conference. It is, however, with s;ome amount of
hesitation that I accepted your generous invitation for it was coupled
with an intimation that the purpose of this conference was to tackle pro-
blems peculiar and of immediate concern to Berar, of which I cannot
obviously be expected to possess first-hand knowledge. So, if you leok
to me to provide you with any ready-made solutions to help the move-
ment in this part of India out of its present difficulties, T am sure you
will be disappointed. But I made bold to accept the responsibilities of
the position you have called on me to occupy, because from my general
acquaintauce with the situation here I felt that after all Berar was not
altogether different from the rest of India in regard to its co-operative
problems, the difference being one of degree and not of fuudamental
factors and that my knowledge of the solutions attempted in my province
and elsewhere to extricate the movement from its present difficult
position may not be wliolly unhelpful in approaching your problems.
Less than a week ago, addressing a gathering of co-operators from all
over India at Bangalore, 1 dealt with some of the common problems of
general interest to co-operators and gave expression to my views on the
question what co-operation can do and cannot do to improve the economic
condition of the agriculturists. I do not wish to cover that ground once
again now. Much of what I said then 15 applicable to Berar as weil. I
shall on this occasion strictly confine myself to questions of special
interest to you,

The Berar Co-operative Institute—Systein of supervision.

The year 1923 which witnessed the birth of the Berar Co-operative
Institute seems to me to form a notable land-mark in the history of the
Movement in your sub-province. Among the many reactionary re-
commendations of the famous King Committee those relating to the
position which non-official co-operators were to occupy in the Movement
appear to have furnished the immediate provocation for the formation of
your Co-operative Institute. Any institution brought into existence asa
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genuine protest against reactionarism is bound to show signs of life and
vigour and your Institute is no exception to that general experience.
The occasion brings to the fore-front the men of the hour. In your case
the men were Messrs. Brahma and Khare, who assumed the leadership
whith was theirs and created the necessary atmosphere for the establish-
ment of a non-official organisation which was to be the recognised
exponent of accredited non-official co-operative opinion of Berar. Since
its formation the Institute which was mainly conceived as a propagandist
body interested itself in educational activities such as training classes,
rallies, meetings and conferences, but it gradually added to those func-
tions by taking up supervision. The special feature of supervision in
Berar is the “ Group System” evolved by you, and which has enabled
you to bring the supervisory staff of the Institute and banks under one
common cadre, and to make the central board of your Institute the
real supreme authority in matters of supervision. I read with counsidera-
ble interest the working of your group system. Judging from the fact
that the system, which is uow eight years old, has stood the test of
experience and received the recognition of the Department, it may be
safely regarded as a strong and useful limb of your organisation in
Berar. Indeed your Registrar testifies that  the group System in Berar
has arrested the deterioration of the Movement.” I have no personal
experience of the group system elsewhere, We in Madras have no such
system. But it is unnecessary to invite any comparison with the system
of supervision in other provinces. A system which has proved success-
ful in a locality must have something in it to suit local conditions.
Moreover, no province can attempt to write on a clean slate in regard to
many of its activities. We tried various experiments in Madras. We
tried District Federations but failed; we tried and are still -trying local:
supervising unions; there has been couflict between them and the
central banks. We wrangled over the relative merits of combined
supervision and finance or divorcing the one from the other. We
shifted supervision in certain areas partly from unions to banks; in other
parts we kept the fuuctions apart. I cannot say that we have done
better in the matter of supervision than you have done. Nevertheless.
we are not for making any violent departure but wish to try to improve
the existing system. After studying the working of your system, I think
that your group system has enabled you to bring supervision under non-
official control and to put it on a fairly satisfactory basis. So, I think you
must make every endeavour to improve and strengthen it, For this purpose,
the central board of your Institute must derive all possible help from
the Department and the central banks. I hope your Local Government
will appreciate the utility of your Institute to the movement in Berar and
vouchsafe to it adequate financial assistance.
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The present position of the Co-operative Credit Movement in, Berar.

The two main maladies afflicting your credit movement seem to be
the mounting up of overdues to alarming proportions and the conversion
of a large portion of the liquid assets of your baunks and societies into
immovable property. These are no doubt features of co-operative credit
which we meet with all over India in varying degrees. But I find that
the position in Berar is particularly embarassing. According to the
latest report of your Registrar for 1936, the proportion of overdues to the
total dues from members of your societies seems to stand as high as
95 per cent, In accountiug for the percentage of your overdues reaching
this figure, the Registrar says, ‘' the overdues have reached the ahove
high figure as members have beeu able to pay little more than interest
for several years and the practice of giving renewals has been practically
stopped.” Having regard to the fact that the loans outstanding agaiust
members of societies amount to about one crore of rupees, the whole of
which is practically overdue, the situation is one which is bound to give
rise to a certain amount of anxiety in your minds. Again, from the
figures made available to me, I found that your banks and societies, in
their attempt to recover their dues from the members, were obliged to
buy large exteuts of land, over 45,000 acres, for about Rs. 28 lakhs and
the management of it should be a difficult problem. A large portion of
your assets has thus become frozen. Naturally the questions that for the
present have thrown all other questious into the background are how fo
reduce the overducs and how to re-convert the lands into—liquid assefs.

The problem of reduction of overdues is, as I have already said, one
which is agitating the minds of co-operators all over India. Kach pro-
“vince is trying its own methods with due regard to the peculiar local
conditions. In Madras we have been following two main lines of action
viz., (1) a careful examination of the individual loans in the societies t(;
put them on sound basis, to obtain adequate security for the unsecured
and inadequately secured debts and to give extensions to those who
furnish adequate security and who may be expected to repay if a reason.
"ably long period is given for repayment; and (2) giving to the members
of societies various coucessions in order to reduce the size of their de};t
to enable them to pay it more easily. The nature of the concessions
granted to our members may be summarised thus: (1) If ap indel‘bted
member paid his debt before a specified date, all accunulated penal
interest was waived; (2) in some cases societies were permi*teg :
collect only as much as was necessary to discharge in full thetoutsidz
debt and to write off the balance; (3) Central Banks were advised to
collect interest from societies at not more than 6% per cent where the
loans carried a higher rate and to levy still lower rates of interest
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wherever possible, The Central Banks are now charging ot mote than
five per cent to societies; primary societies were advised to collect
interest at mot more than 7% per cent on all outstanding loans against
members and to bring down the rate still further wherever possible. The
rate of interest now charged on loans to members it primary societies on
new loans and in some areas on old loans is well between 6 and
7 per cent, and the practice of collecting penal interest has practically
been abolished. These measures have produced in Madras tangible
results in the way of stimulating collections and bringing down the over-
dues. We too in Madras are no doubt obliged to buy some of the lands
of the indebted members in the course of this process of reduciug over-
dues; but the problem is not so serious as in Berar. Our banks and
societies are saddled with lands werth about Rs. 12 to 15 lakhs, while our
outstandings against members have now come down to about Rs. 4.5
crores from Rs. 8’5 crores in 1930.

Reasons for growth of overdues and possible remedies.

Any inquiry into the reasons for the alarming growth of overdues is.
not a fruitful task on which we need embark. Whatever may have been
the contributory causes, the main reason for the deterioration in the
financial position of credit organisations since 1929-30 is the intensity of
the economic depression and the succession of bad years, resulting in
catastrophic fall in the price of land and its produce. Overdues as they
stand to-day may have been also the heritage of non-observance of
co-operative principles in sanctioning and disbursing loans in the past,
of over-financing without due regard to the repaying capacity; of undue
tenderness in effecting recoveries even in good seasons; absence of
common policy in the regulation of borrowing and lending rates among
the difterent central banks resulting in bad horrowing as well as bad
lending; of failure to take due precautions to adequately secure the loans
due by members by periodical examination of the adequacy or otherwise
of the security behind them and calling for additional security wherever
necessary and the like. All over India, while the authorities of the Apex
Banks and the Registrars usually attribute these failings to those in
charge of the central banks and societies, the latter usually repudiate’
them and throw all the blame on factors beyond their control such as
seasons, prices and markets. No purpose will now be served by re-
opening the controversy. But there can be and as a matter of fact there
is no difference of opinion in regard to the mnecessity to avoid these
dangers and to provide against them as far as it lies in our power to do S0,

There is, however, one factor which we cannot overlook in the
ascertainment of the causes that led to your present financial difficulties.
These difficulties had their origin at least partially in the manner and
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the extent to which societies were financed in the post-war decade.
Your chief commercial crop, cotton, was in great demand during the
war and for some time after. It fetched enormous prices which in turn
reacted upon the value of cotton producing land. It was a period of
considerable prosperity in Berar, though it was not long lived. Your
banks and societies financed agriculturists for purchase of land on which
cotton was grown and credit was dispensed on the values of the land and
the cotton grown on it in that period. VYour banks and societies had
abundance of funds. Official and nou-official policy of expansion brought
into existence many new societies. All these factors have resulted in
the flowing of a large volume of money into your societies. I do not
overlook the fact that in the years immediately preceding the depression
of 1929-30, your borrowers, who realised good prices for cotton, and
other products, did repay substantial portions of their debts and that in
1927-28 and 1928-29, vour recoveries reached a high level. But, credit
advanced by co-operative societies for the purchase of land cannot
normally be expected to be repaid out of the harvest of two or three years
and a great portion of the loans advanced for the purchase of land in the
“land craze and cotton boom period ” of 1918-28 could not have been
repaid by the borrowers before the present depression commenced. With
the sudden and catastrophic fall in the prices of land and its products as
well, the reactions on the position of your movement had become very
serious indeed. Debts which were sound when lent, in the sense that
the borrowers’ land was worth much more than the debt, became bad or
doubtful with the fall in the price of land and land-products. It is
simple arithmetic and does not require elaboration. While a loan went
on increasing with accumulations of interest in arrears, the security
behind it diminished pro tanto with the fall in the value of lands. As
the slump in prices became hardened, land ceased to be a coveted object
of investment and fouud few purchasers, other than the creditors them-
selves, which in the case of the co-operative movement are the central
banks and societies ; and it is a notorious fact that the yield from agricul-
tural land, especially when the price of produce is low, cannot meet even
the interest charge in full. Whether with greater caution and more
circumspection on the part of the borrowers and the lenders, in the
period of prosperity, these untoward result may not have been avoided
is not a line of enquiry which will be useful for the present purpose. But’
it is certainly worth making for the future regulation of co-operative
credit. I have always been of opinion that advances of funds for pur-
chase of land or for the discharge of prior debts was not a legitimate
function of the ordinary co-operative credit societies, and no-where in
India, banks and societies which advanced substantial sums for these
two purposes were able to recover them even in the pre.de

. pression period,
At any rate, much of it has become frozen asset, in t p

he wake of the
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depression. I therefore feel that even if another boom should occur, we
should refrain from advancing funds for the purchase of land or discharge
of prior debts.

Among the causes which account for low recoveries of your out-
standings, your Registrar mentions a new factor, namely, the working of
a large number of debt conciliation boards, ‘‘the establishment of which
was everywhere the signal for withholding of payments by the debtors.”
It is a matter for regret that the establishment of conciliation boards,
which were meant to help the agriculturists, should have resulted in
arresting your recoveries. I can account for the statement of the Regis-
trar ouly by the surmise that the members of your societies must be feel-
ing that their connection with the Movement has proved a disadvantage
to them in as much as their debts cannot be conciliated in the same
manner as those of others who have not joined the societies, The matter
is one which, in my opinion, requires expert investigation with a view to
set it right as soon as possible.

It is gratifying to know that those respounsible for the management
of your banks and societies are serious and earnest about taking all
possible steps to effect recoveries and to reduce overdues and fully realise
that their ability to meet the demands of the depositors largely depends
upon their ability to collect tiie loans outstanding iu the societies. The
appointment of a committee to enquire into your bad debts and the
ascertainment of the exact position of the central banks and societies in
regard to bad debts is, in my opinion, a very helpful preliminary to the
inauguration of any scheme for the reduction of overdues. It is some
satisfaction to know from the tabulated results of the Committee’s
analysis that out of the 350 or 400 working societies for which figures
are collected, in about 280 societies the reserve and other funds exceed
bad debts, without taking into consideration the liability of the sureties,
and that in another fifty, such funds would exceed bad debts if the
liability of the sureties are enforced, and that another 25 can be saved, if
some financial assistance is given by the central banks. But, the enforce-
ment of the liability of the sureties should prove a very unpleasant task
and is bound to produce a great deal of discontent to the prejudice of the
movement. The recovery of debts from those, who have not themselves
benefited by the loan, is always a harsh procedure., You have, therefore,
acted wisely in taking steps to induce your Local Goverament and the
Registrar to waive the surety-liability of the members. But, it only
means that the number of societies which can rely on reserve and other
funds, only to meet bad debts, will to that extent be reduced, This dis-
advantage is however more than out-weighed by the prevention of the
spread of discontent in the Movement, ‘
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But in any province in order that efforts to reduce overdues should
bear some fruit, the harvests should be normal and the prices must look
up. Even if these favourable economic factors are forthcoming, the
position in Berar, it seems to me, cannot be retrieved altogether without
some more radical measures of relief to the debtor-members. From all
that I hear from co-operators of Berar and what I gather from tle
repotts of your Registrar, I find that without some scheme to spread the
large proportion of your overdues over a loug number of years, the
problem of overdues here cannot be successfully solved. This process
would, in its turn, require long term capital and the ways and wmeans of
raising such capital seem to be now engaging the special attention of the
Registrar as well as non-official co-operators. Kveryone seems to be
agreed that, without raising such long term capital in order to give 20
or 25 years for most members to repay their overdue debts, it will not be
possible either to put the financial position of the central bauks and the
societies on a sound basis or to help the members out of their present
financial entanglement. How to get this long term capital is therefore
the question now.

The amount of long term capital which you are likely to require to
liquify the position of your central banks and societies, so that you may
be in a position to meet your commitments to your creditors after giving
extensions to your members may be estimated at Rs. 60 or 65 lakhs.
The position is somewhat like this. The liabilities of the central banks
to depositors, the Provincial Bank and othier outside creditors amount to
about Rs. 95 lakhs while the reserve fund of the banks and societies and
other resources of a fluid nature amount to about Rs. 19 lakhs, Besides
this, I am told that you expect to be able to recover about Rs. €.5 lakhs
which are now invested in sound short term loans. A further sum of
Rs. 7.5 lakhs out of the outstanding loaus is expected to be fit for land
mortgage banks to take up on their standards of valuation aud appraise-
ment of credit-worthiness. These three items give you relief to the
extent of about Rs. 33 lakhs. The balance to make up the 95 lakhs of

your commitments, that is Rs. 60 to 65 lakhs must be found somehow.
Who is to find it for you ?

I cau ofter no solution to you on this question, except on the assump-
tion that your Local Government and your Provincial Bank will be
coming forward to help you. Without a much closer examination of the
position of these debts, it will be presumptuous on my part to tender any
advice to your Provincial Bank. We must remember ag yout Registrar
points out that the resources of the Provincial Bank are not in-exhaustible
to enable it to assume responsibility to any indefinite extent and that in
our anxiety to assist the Central Banks we must no* impair the efficiency
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of the Apex Bank in regard to its ability to maintain sufficient liquid
resources to weet its own liabilities punctually. Subject to this un-
doubtedly sound rule of cautiom, it is for the Co-operators of Berar to
try and solve the problem for themselves, The nature and extent of the
security that the Provincial Bank may be offered by the Central Banks in
Berar in any schenie to issue debentures to attract long term money
which the Centrai Banks require, is somewhat as follows. Your Banks
and societies now own lands worth about Rs. 28 lakhs, which bear
a land revenue of about Rs. 82,000; and an extent of over
65,500 acres of land is mortgaged by members to societies and the
amount covered by those mortgages is about Rs. 43 lakhs., These lands
bear a land reveunue of Rs. 85,000, Thus you have about 1,10,000 acres
of land for the debenture-holders to depend on. Whether these lands
will be worth at least twice the amount of debenture money that the
central banks require the Provincial Bauk to attract, is a matter fot local
investigation. I know that a special committee went into this question
and some data are available. But it is a matter for the Provincial Bank
to consider the feasibility of any scheme for the floating of debentures.
The period of debentures, the rate of interest to be offered to the deben-
ture-holders, provision for sinking fund, estimates of repayments towards
the loan and other details are all too complex for an outsider like me to
be able to pronounce any opinion upon, merely ou the data collected by
the sub-committee that went into this question. But my general sympa=
thy towards the agriculturists of your province and my anxiety that you
should do something for them if you can, prompt me to appeal to your .
Provincial Bank and your Local Government to make every endeavout to
find a solution to this all important problem of placing your frozen assets
on a sound long term basis. If the lands in the possession of the banks
and societies, eitker as vendees or as mortgagees, are of sufficient value to
back up the debentures and if the Local Government comes forward to
guarantee the principal of and interest thereof to the debenture-holders,
it ought to be possible for the Provincial Bank to enter the field and do
something.

Rate of Interest.

In the recent session of the All-India Co-operative Conference held
at Bangalore last week, we decided that the rates of interest charged by
the Provincial Bank to Central Banks, by the latter to the society and by
the societies to the members should depend upon many factors. We
agreed on two general principles, Firstly, it must be the en -

financial stability of the organisations themselves in
between the borrowing and lending rates. The margi
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only on the difference between the borrowing and the lending rates but
also on the volume of the turnover of an institution and the requirements
of the provision for bad and doubtful debts ; in other words, on the size
of the reserves that we have to build up. So, the All-India Co-operative
Conference has wisely left the question of the rates of interest for local
decision. I read frem the report of your Registrar that the rates of inte-
rest charged by banks and societies vary between 8 and 11 per cent. I
feel that these ave too high. I am aware that differential rates are being
charged and members who are punctual in repayment are shown substan-
tial coucessions by way of lower rates and rebates. Nevertheless, the
average rate seems to be too high. Again, such a wide divergence as
between four and 11# per cent charged to good and bad members is not
desirable, As a co-operator, I appeal to you to bring down the average
level of interest charged to members still further wherever possible.

A Co-operative Banking Union for Berar.

Before I pass on from co-operative credit to other topics I would like
to refer to one matter which seems to be engaging the attention of the
Berar co-operators for some time past. Various devices are being tried
to improve the working of central banks in Berar, one of them is a change
in the system of management of Central Banks. I find that with the
concurrence of the Provincial Bank the management of three of your
banks—Mandla, Malkapur and Amraoti—is vested in the hands of non-
borrowing individuals or committees. The Provincial Bank is associated
with such management, It is stated that the experiment is a success in
the case of the Mandla Bank and the results in other two are being
watched. But both non-official co-operators and the Registrar concede
that this is not a general remedy and that the arrangement cannot be
extended to all central banks. Hence, a section of co-operators urge for
a better solution if one can be found. The remedy suggested is the
establishment of a separate banking union for Berar. The functions of
a separate bauking union will be to bring about co-operaton between the
surplus banks and deficit banks and to generally promote harmony and
co-ordination among them so as to improve the general tone of the move.
ment. What re-action this proposal has on the Provincial Bank and the
Department I cannot say. This scheme can of course be accomplished
only with the co-operation of the Provincial Bank and the Department
The President of the Sind Provincial Co-operative Bank who presideci
over the Indian Provincial Co-operative Banks' Conference recent]
explained to me the features of the Sind Amalgamation Scheme whery’
the Provincial Bank of Sind was obliged to couvert the half ; do ©
ce.entral banks in Fhflt province into its branches. But there ig room sz)?
difference of opinion whether the conversion of independent central
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banks into branches of a central banking union would not result in dis-
couraging local enterprise, which is generally considered to be very
essential to secure the help of local talent and to ensure local enthusiasm.
If the co-operators of Berar are able to explore methods to bring about
amalgamation while retaining local autonomy, they will have to preparea
scheme acceptable to the Provincial Bank.

I know that my esteemed friend, Sir M, G. Deshpande, President and
Managing Ilirector of the Central Provinces and Berar Provincial Co-ope-
rative Baunk, will not withhold his co-operation from the co operators of
Berar if the latter are able to put up a good scheme. His Bank is able
to get money for two or three per cent and the position of the Bank is
also otherwise very sound. But the ultimate soundness of the Provincial
Bank depends upon the soundness of the loans outstanding against its
indebted banks and societies, and any scheme that may be put forward
for the acceptance of the Provincial Bank must satisfy the management
of the Bank that it is not called upon to embark on any risky or specu-
lative venture.

Land Mortgage Baiks.

In dealing with co-operative credit, I said that ordinary co-operative
credit institutions should not advance loans for purchase of lands or for
discharge of prior debts. But these are purposes for which agriculturists
do require money. It is now agreed on all hands that co-operative land
mortgage banks are the most suitable agencies for dispensing such credit.
Other provinces are watching your experiment in land mortgage banks
with keen interest, Though the progress made by your primary land
mortgage banks so far is very small, the features of your land mortgage
credit organisation seem to hold out promise of good development in the
future. I hope the time will soon come when the Provincial Bank will
divest itself of the functions of the central land mortgage bank and a
separate central land mortgage bank will be established to finance the
primary banks.. Itis gratifying to know that you have a separate Act to
deal with land mortgage banks just as we have one in Madras. Itis
interesting to know from your Registrar's report that the moneylenders
are now prepared to give almost the same facilities to the borrowers,
which the land mortgage banks give, and that as a result of the establish-
ment of land mortgage banks, they have reduced the rates of interest and
come to adopt the methods of the co.operative institutions. We, as
co-operators, must howevet try to so improve our methods as to wean
away our members from moneylenders and to completely displace the
moneylendets in course of time. In the scheme of the liquidation of
prior debts, land mortgage banks are bound to play a very important part
in Berar; and as you develop these banks, you may find it possible to
transfer some of the loans outstanding in the central banks and societies
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to these land mortgage banks and place them on a really sound long term

basis. T therefore exhort the co-operators of Berar tointerest themselves
in the development of land mortgage banks.

Co-operative Sale Societiecs.

Two main concerns of the agriculturist are how to purchase his
credit cheap and how to sell his produce dear. The agriculturist.sqffers
not merely for want of cheap and controlled credit for produclti\‘/e pm;-
p;)iies but alsoéor want of suitable credit for the movement and marketing
of his crops.  As the Central Banking Enquiry © : o
remarked,  The question of orgauisﬁlg 1«11;1:11}13/ Committee hag rightly

importance than of rural credit, T Keting is of greater national
< ¢ ‘e . . . |
g ) : ) © supply credit requirements of the

ryots is important, but it is not so much as it is to cure the disease from
which indebtedness arises.”” (Page 726 of the report) e .
attempts are made to handle marketing of commefd:ﬂ products through
co-operative organisations, they have succeeded The C(;tt Sgl
atiec ] ) : on Sale
Soc1et1-es in the Bombay' and Madras presidencies and the commission
shops in the Punjab are instances in point. In Berar, I feel t1
. . HETa lere is a
considerable scope for the development of Sle Soci,etieﬂ parti e1 rly
My < cuia

because cotton is one of your principal crops. The Royal ¢
on Agriculture has drawn pointed attention to the {3 } hmey
other than co-operative, which finance the ag
often times make it a condition of the loan th
produce to the creditor at prices lower than t
in the open market, This involves g serious loss to th

should be helped to avoid it wherever possible by.advqlli'pro?ucer and‘ "
his produce so as to enable him to hold up his produ‘ for o dgainet
market and to realise a reasonble price for it.
from this source will be a source of substanti
some attempt will be made to org
successful working of these socie

Where genuine

et that the agencies,
riculturist for production,
at he should part with his
hose which he could obtain

uce for a favourable

An increase in his income
| al gain to him. | hope that
anise aud run these societies, For the

=y 1 1 g

tleﬁ te( h]l (.al a(lV ce 1n re a](i t() glad

. ran po atio a][d the h € 1” be Ilecessat y) bes 1de§ f
t s rtation k W N aCIlltIES fOI

storage. In Madras, the Government js advancing money ¢ L d
ieti . v to Lo n

Sale Societies at very cheap rates of Interest not exceeding three ;m ¥ nt
er cen

to enable the societies to build godowns for storing the progd b
5 BRI R odu
members, who sell it through the societies, Vour Local ¢ C'e of the
may be approached by co-operators tq extend similar help 1o overnment
you.
General Position.
From the accounts I heard of the

. - general positi
in Berar the feeling among co-operator posttion of the movement

. . S see
ment is virtually in the process of being w

my opinion, largely due to the fact that vo i ision is, i
fresh loans even to punctual members a
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because you are overwhelmed by the magnitude of your overdues. Vour
Registrar says in so many words that “ fresh financing to the societies
is practically at a stand still.” The small relief that you may give to your
members by way of waiving of penal interest, lowering rates of interest,
putting into force schemes to write off loans from reserves and so on will -
not evoke any enthusiasm in the minds of your members, unless your
societies function as live organisations for dispensing credit both for
production and for movement aud marketing of crops., I therefore hope
that some life will be put into your societies by resuscitating them and
once more making them instruments for making the economic rehabilita-
tion of the agriculturists. We want big schemes to achieve substantial
and lasting results which can only be done by State aid. For my con-
crete suggestions in this behalf, I beg to invite your attention to the
speech which I delivered at Bangalore to the All-India Co-operative
Conference, on the 4th instant.

No resuscitation possible without pursuit of co-operative ideals.

So much for our material schemes and economic plans, Butitis my
sad experience that schemes for arresting further deterioration of the
movement and improving the working of our institutions are in many
places held up by the utter absence of the spirit of.co-operation and
disciplined action. It is claimed by us that ““ Union, Justice and Peace
are the * three spiritual and moral basements upon which are lying the
foundations of the Co-operative movement”. If “ Union " gives place to
dissension, *“ Justice " to wrong and “ Peace " to strife, does it not mean
that there is an end of co-operation ? And yet that is what is happening
in many of our institutions. To add to our troubles, political and com-
munal differences which have absolutely no place whatever in co-opera-
tion, have also crept into the movement. All this must change. If we
are to arrest the further deterioration of the movement and make genuine
progress, we want men and women who live and work in an atmosphere
of co-operative idealism, promoting loyalty to the movement and
discipline among its ranks. Our societies must be living institutions
depending upon our devoted and selfless service, By the incessant
preaching of the true co-operative principles and unfailing practice of
co-operative virtues alone can we hope to transform the movement into
a potent agency for the service of the masses. It is only then that it
will pulsate with new vigour and unfold a new vision of life to those who
come within its spell.
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CITY DEPRESSED CLASSES SOCIETIES CONFEKENCE,

On the 22nd June last a conference took place of the representatives of
the Depressed Classes Societies in Madras City with the Directors of the
Madras District Co-operative Central Bank at the premises cf the latter,
with the Hon. Rao Bahadur M. C, Rajah in the chair.

Those present included Rao Bahadur M. Giriappa, Joint Registrar,
Mr. T. L. R. Chandran, 1.C.s., Additional Joint Registrar, and represen-
tatives of 19 societies.

Mr. S. S. Sankara Mudaliar, President of the District Bank, welcomed
the Hon’ble Minister and said that the object of the meeting was to secure
closer co-operation between the financing bank and the Depressed Classes
Societies. There appeared to be a misapprehension that the District Central
Bank had not been accommodating the Depressed Classes Socist
ly. He hoped that the presence of the Hon'ble Minister would
such misgivings or their report.

es adequate-
remove any

The Hon’ble Minister in opening the conference observed that in
order to come to a satisfactory understanding with the District Bank, the
conference was convened at his instance and he would invite the represen=
tatives to express their difficulties frankly with a view to see what best could
be done. He advised them that they should all work in hearty co-operation
with one another, remembering the motto that ““Each for All and All for
Each " was the principle of co-operation. He was glad to find that the
Central Bank had engaged two propagandists who, he hoped, had been carry-
ing on propaganda work only to secure cordiality of relationship among the
. Depressed Classes Societies themselves and between them and
bank.

The representatives of the Mackeys
over to the Minister a list of subjects,
considered advisable to arrive at fo
among them.

the financing

Garden Co-operative Society handed
a decision on which they and others
t the further progress of the movement

The first subject taken up for discussion was one re
of loans in depressed classes societies.
said that adequate time, as applied for, was not given for repayment of Joans
and in some cases the period was cut down by the financing bank, with the
result that the members were put to difficulties jn repaying the inst
The President of the Bank explained that under th
arrangements, they were able to secure only short term de
three to four years, that it was not possible for them to
as that would place the Central Bank in an embarras
deposits which would mature came to be called for.,
have no objection to give any longer period which th
the Madras Provincial Co-operative Bank could be 3
partment togive some sort of assurance to come to

lating to the period
Most of the representatives present

alments.
e existing financing
POsits upto a period of
give a longer period
sing condition if the
He would, however.
ey might ask, provided
pproached by the De-
their rescue if any such

106

CONFERENCES

contingency arose. To secure such an assurance was, however, considered
not possible. 'While agreeing that attempts should be made to increase the
repaying capacity, the Joint Registrar thought that if the Adi-Dravida mem-
bers were really to benefit from the co-operative movement, they should for
the present be lielped only by long term loans as in most of the cases, the
loans required by them were for repayment of prior debts and for purchase
of house-sites and erection of buildings thereon. The possibilities of fingn-
cing these societies with any Government loan for purposes of purchase of
house-sites and house building were raised by the Additional Joint Registrar
but as the Government were only financing house building operations in res-
pect of houses built with bricks and chunam and as these members could not
afford to build such houses, the possibilities of their being helped through
Government were considered remote.

The above question led to the second point as to the purpose that would
come under the definition of the terms “ long term ’* and “ short term . The
Joint Registrar pointed out that payment of pridr debts, purchase of house-
sites and houses might be considered as long term purposes in the case of
depressed classes societies in the City. It was decided that, for such pur-
poses, the maximum period may be six years as the District Bank cannot in
its present financial condition afford tolend for a longer period. The ques-
tion whether there should be a minimum was raised but it was decided that
on the merits of each case, the loans might be advanced up to a maximum
of six years suited to the particular needs of members who might apply for
such loans. Some of the representatives suggested that petty trade also might
be included under long term loans so as to enable the Depressed Classes to
pay out of their profit. For purposes of marriage, ceremonial, domestic ex-
penses etc., it was resolved to fix the period at three years. Here again it was
only to be the maximum, the period having to be fixed according to the needs
of each member.

In regard to grani of loans to fresh members who either joined the
society recently or who had not taken any loanin the past, it was represented
that the Central Bank denied all financial accommodation on the score that
the society itself was in default. It was pointed out that unless such mem.
bers were helped, there would not be any life in cocieties and that the old
members would not come forward to repay the loans in the belief that if they
required further financial accommodation, they could not possibly get it. It
was, therefore, suggested that where the members themseles were solvent,
deserving and had adequate repaying power, they should not be denied loans,
provided, the efficiency of management was ensured,

In regard to the possibilities of the Central Bank financing these
societies for long lerm loans, it was pointed out by the Joint Registrar that
the Central Bank might finance these societies up to a maximum of
Rs. 1,10,000. The figure arrived at was equal to the amount of share capital
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held by the members in the Central Bank and the amount of reserve fund
deposits of the societies which both were long term deposits. [t was pointed
out by the President that the share capital was withdrawable in their baunk,
_while the Joint Registrar replied that the share capital in Central Banks
should be non-withdrawable and only transfers were permitted. It was
resolved to examine the bye-laws and to take necessary action to see that the
share capital was made non-withdrawable. It was also resolved on the basis
of the figures given above that the Central Bank might finance the societies
up to Rs. 40,000 more, there being already an outstanding of Rs. 70,000 to
the Central Bank at present under long-term loans.

The next question was about the loans to be given on the mortgage of
immovable properties, It was the opinion of several representatives that
mortgage loans might not be refused as far as possible by the Central Bank.
The President pointed out that there were, however, difficulties as in most of
the Joans which came to his notice, he found that only the superstructures
belonged to the members, while the sites on which such superstructures
existed were owned by others, and the members themselves had no right to
take the value of the site in raising loans. It was also pointed out that a
good deal of cautioa was needed in granting loans on mortgage of securities
in these societies. The societies too were ill-equipped to deal with the
scrutiny of title deeds etc. It was finally resolved that in case of applications
for loans on the mortgage security the title deeds might be scrutinised by the
District Bank and provided they were satisfactory, the loans need not be
denied to them,

The next question taken up for discussion was about consolidation of
loans. While on this question, the Additiong) Joint Registrar pointed out
that consolidation of existing loans, where the loans taken previously had not
been completely repaid or were only partly repaid, would result only in book
adjustment of loans, which the Department was up against, as such g position
vitiated the correct financial working of any society, for the reason that by
this process the overdues were removed and there was no criterion to judge
how far the members who sought for such consolidation had been able in the
past to repay their loans. As an alternative it was suggested that extensiong
in cases where the members were unable to pay any instalment or insta)-
ments for reasons beyond their control might be given, which course also
gave them the benefit of removal of overdues and also secured for them the
concessional rates according to the existing conditions, It was resolved
finally that the Central Bank should give extensions in (he repayment of
loans, provided such extensions were regulated by a corresponding extension
to members by the societies themselves.

In regard to the rate of interest existing at present the President ex.
plained that it was 61 per cent on ordinary loans and 4} per cent on specia)
loans for a period of one year and that these rates were those charged for the
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loans advanced to societies provided the rate of interest on the joans to
members was also reduced, viz., 7% per ceut instead of 9% per cent as advised
by the Department. In societies which reduced that rate of interest on all
outstanding loans, the Central Bank had no objection to charge the lower
rates, provided, the transitory bye-laws suggested by the Registrar had been
introduced and registered. This was noted by the representatives.

As regards the grant given ta societies by Government for the scriptory
work done, the societies pressed for a larger grant than at present, It was
pointed out that the grant was subject to certain conditions, one of which was
that the societies themselves should contribute a portion from their own funds
towards the scriptory work done. The grant to the societies had to be nece-
ssarily low in view of the funds placed at the disposal of the Registrar for
this purpose which had to be distributed among ali the Depressed Classes
Societies in the whole of the Presidency. The Hon’ble Minister was pleased
to note that on receipt of a separate note on this subject, he would sympa-
thetically consider the case to see what could be done to increase the grant at
present available.

The last subject discussed was about the relationship between the De-
partment and the Central Bank. The President thought that many of the
Questions could easily be settled and solved, had the subjects been personally
discussed with the Bank by the Departmental authorities. It was pointed
out that the Departmental Officers were only too willing to do so if intimation
was sent to them about their meetings and it was agreed to by the President.

Asregards the work of the Depresged Classes Societies’ Insbectors, the
President pointed out that there was a certain amount of duplication of work
between the Bank Inspectors and the D, C. Inspectors. It was explained
that at one time the D). C. Inspectors themselves were:under the control of
the District Bank when they were able to check effectively their work and
exercise a closer supetvision. The arrangement was, however, given up
later. It was also pointed out by the Departmental Officers that the system
could not be introduced again for various reasons. Collection work, besides
supetvision, was being attended to by the D.C. Inspectors who also scrutinised
the loan applications at present. It was resolved that the loan applications
might be scrutinised by the Bank Inspectors as against the existing practice
of such applications being first scrutinised by the D). C. Inspectors and once
again by the Bank Inspectors. With a view to avoid delay and unnecessary
duplication of this matte-, the applications might be scrutinised by the Banik
Inspectors, the D.C. Inspectors being responsible for collection afd supervi-
sion only.

Some of the representatives menticned that it would be of great help to
them if audit certificates and other communications from the Department and
the Central Bank were sent to them in Tamil. It was agreed th“ it might
be done.

The Hon’ble Minister in bringing the proceedings to a close once again
pointed out that with the hearty co-operation and mutual good-will, they
could achieve much satisfactory progress in their working and that he hoped
there would be no more expression of any criticisms by the societies and that
if they bad any individual grievances to represent they could do so to the
Department and the Central Bank who were always ready to look into them,
to set them right. The office bearers were also requested to take gz more
liberal view of the affairs of these societies. With a vote of thanks to the |
Hon'ble Minister by the President, the meeting came to a close,
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Reviews.

Report on the working of the Co-operative Socicties in the DBaroda State
for the year 1934-35 1 —

The progressive Indian State of Baroda has an area of 8,164 square
miles and a population of abaut 24,44,000 {according to the census of 1931.)
1t has been ruled for over 60 years by one of the most enlightened rulers in
India. It is therefore somewhat surprising to read from the last available
report on the working of the co-operative societies in the étate, that is, for
the year 1934-35, that " there are still several sacieties of ignorant members ”
whose work is to be carried on by Group Societies. The same idea of la_.ck
proper literate human material is repeated in paragraph 40 and the concluding
paragraph of the report.

The followinz table will show that though there has been _reduction in
the number of societies the number of members has been steadily increasing :—

S. No. Ttom. 1932-33.  1933.34, 1994-35.
1. Number of societies ... 1,147 1,146 1,103
2, Number of members .., 43,488 45,760 49,113
3. Share capital 6,84,976 7,56,327  8,74,354
4. Keserveand other funds...  11,57,968 12,75,962  13,10,123
5. Total working capital ... 73,40,113 76,886,297 80,44 557

We are glad to learn that nearly 55 per cent of the working capital is
the owned capital /.¢., share capital, deposit from members and reserve fund,

The Land Martgage Bank bas been slowly expanding its operatiops and
in the year under review it advgncgd over SQ,OOO rupees to agncultpnsts of
one taluka and it is contemplating its extension of operation to othertalukas,

The District Banks that finance the movement have been working
generally satisfactorily. It is a pity that they have not fedefated themselves
into an Apex Bank for the State _whose absence as a balancing centre must
be keenly felt. One of the District Banks, the Kodmar Cq-operatwe Bank,
has been singled out by the Re;;erve Ba.qk pf }vndla asa @ypxcal example of a
Centra!l Bank helping its constituent soc1§tles in all ppssnble ways. We are
glad to learn from the report that it contmued' to do its useful work of supply
of cotton and other articles ta its member societies.

The Central Co-operative Institute has been carrying on its useful work.
It conducte® two training classes and its propaganda ‘ofﬁcer went round the
villages and did useful lecturing work with lantern slides.

When we come to particular types of societies we find agricultural
societies having a very bad time of it. Overdues are rising and the Regis-
trar rightly complains that members are not observing many useful regula-
tions for their benefit such as compulsory deposits. The bad condition of
the average village society is attributed by the Registrar not exclusively to
bad harvest but to abuse of facile credit and to laxity in the matter of
ettforcement of repayment.

The Registrar has some very practical and helpful suggestions in the
matter of removing the stagaation which has set in and we hope that he
would be able to put his suggestions into practice.

We are glad to lgarn that in the matter of non-agricultural sacieties
“there is an all round improvement in membership, deposits, reserve fund,
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sbare capital and working capital.” Almost every type of non-credit socie-
ties is to be found in the State and most of them have been doing well,

With such an enlightened ruler as H, H. The Gaikwar and his very
able Dewan it must be possible for the State to do better. We hope the next
year’s repart will show better improvement aud we alsa hope that it would
be published in time. The Report for the year 1934-35 was received in this
office only last April.

S. K. YI

—————

Aunnual Report on the working of Co-operative Societies in the Federated
Malay States and Straits Settlements for the peviod 1st January 1936
to 31st Decenber 1930,

The folloawing table indicates the general progress of the Co-operative
Movement in the Federated Malay States and Strait Settlements :—

Federated Malay States.

Year. No. of Societios. No, of members. Paid-up capital,
1934 259 36,883 3,174,318
1935 cee 286 43,725 3,754,979
1936 345 54,9_72 4,397,241
Straits Settlements.
1934 88 18,928 1,431,831
1935 103 22,651 1,707,590
1936 125 25,171 1,954,296

Regarding rural credit societies the position was not very different
from what it was in the previous year. There was not much of cash pay-
ment but only of book adjustment. Pointed attention is drawn in the report
to the desirability of lending to members taking into consideration the repay-
ing capacity and not their general assets; nor counld it to said that all the
borrowings of members were confined to the societies only.

Special societies are started to benefit Paddy Planters who for lack of
proper credit facilities between planting and harvest seasons are indebted to
lenders who exact from them the promise of selling their harvest only to .
them i.e., lenders. There are societies for the benefit of Rubber Growers
and those engaged in Poultry Farming. The Rural Stores seem to have a
bright future before them,

Some better living societies have been started though the Registrar is
not confident whether the principle of modest expenditure which has been
accepted in times of financial adversity will be remembered in times of pros-
perity. It is hoped that a sufficiently strong public apinion would be created
which would enforce the provisions of Better Living Societies. The Salary
Earners’ Societies have been doing well.

‘We are glad to learn that the Co-operative Movement is spreading amongst
the Indian labourers working in these lands The Department hag been
doing prapaganda by means of lectures helped by the Rural Lecture Caravan
which moves from place to place. As in other parts of the werld the progress
of the movement in Urban and Rural areas is not uniform. Urban societies
seem to flourish more than the rural ones.

S. K.Y,
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Audit Fees
RULE RELATING TO LEVY OF AUDIT FEES.

XI. (1) Every'registered society shall pay to the Jocal Government
a charge. for the audit for its accounts for each co-operative year int accor-
dance with the scale fixed by the Registrar with the previous approval of
the local Qovernment in respect of the class of society to which it belongs :

Provided that this sub-rule shall not apply—
(a) to a credit society, a building society, a central bank, a land
mortgage bank, the Madras Provincial Co-operative Bank or the Central
Land Mortgage Bank if the working capital of the society or the bank as

the case may be on the last day of i
1 ¢ y of the co-operative year does not amount
to Rs. 20,000 or ’

(b) to a purchase, sale or production society the value of whose
purchases., sales of articles or goods purchased as the case may be, in the
co-operative year does not exceed Rs, 10,000 ; or

. (c) to any other class of society whose gross income in the co-ope-
rative year does not exceed Rs. 50,000 ; or
(d) to any agricultural society with unlimited liability ; or
(e) to any audit union, district federation or supervising union, or :
(f) to any society which has its accounts audited at its own
expense—

(¥) by the staff of an audit union in existence on the 9th July
1932; or

(ii) under an arrangement approved by the Registrar and in force
on the 9th July 1932 ; or

(ii'i) by a person authorised by the Registrar to aud:t the accounts
of the society under section 37 of the Act if such a person is willing to

furuish the statement of accounts i i
: prescribed by Rule V and in
required by the Registrar. the forms

. (2.) The charge payable by the society under the sub-ryle (1) shall
be paid into the nearest Government treasury within six months of th
close of the co-operative year to which the audit relates, e

(3) All charges leviable under this rule shall be re
manner specified in section 58 of the Act.

(4) The Registrar may, at his discretion,
part of the charge payable under sub-rule (1) by
a particular class of societies for any year or oth

coverable in the

remit the whole or any
a particular society or by
er specified period,
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SCALE OF AUDIT FEES.
The following is the scale of audit fees now in force as per G.O.
No. 1792 (Development) dated 27th January 1936.

(1) Scale for primary credit societies other than land mortgage
banks—This will be caiculated on the working capital as it was on the
last day of the co-operative year previous to the oune for which fees are
leviable as follows i—

Eight annas per Rs. 100 of the workiug capital for the first Rs. 50,000
or part thereof;
Six annas per Rs. 100 for the next Rs. 50,000 or part thereof ;
Four annas per Rs. 100 for the next Rs. one lakh or part thereof ;
Three aunas per Rs. 100 for the next Rs. one lakh or part thereof;
Two annas per Rs. 100 for the next Rs. one lakh or part thereof.
One apna per Rs. 160 for the next Rs. one lakh and above or part
thereof.
Working capital will for the purpose of this rule include—
(1) Paid-up share capital;
(2) Deposits and loans from individuals and institutions ;
(3) Deposits and loans from other co-operative societies ;
(4) Loans from Government; and
(5) Reserve Fund.

(2) Scale for purchase, purchase aund sale, production and produc-
tion and sale societies—This will be based upou the value of goods sold
in the co-operative year previous to the oue for which fees are leviable.

One fourth per cent on the value of goods sold.

(8) Scale for building societies—These societies will be exempt
from the payment of any fee for a period of three co-operative years from
the date of starting. After such period they will be levied fees at a flat
rate of two annas per cent on their working capital as it was on the last
day of the co-operative year previous to the one for which fees are leviable.

(4) Scale for printing presses, hostel societies and other miscel-
laneous classes of societies—Five per cent on gross iicome in the co-ope-
rative year previous to the one for Which fees are leviable,

(5) Scale for the Provincial Bank, Ceutral Banks, Central Land
Mortgage Bank and Primary Land Mortgage Banks—This will be calcu-
lated on the working capital as it was on the last day of the Co-operative
year previous to the one for which fees are leviable as follows :—

Upto 5 lakhs ... 12 annas per Rs. 1,000 of working capital.

Over 5 lakhs up to 15 ... 6 annas per Rs. 1,000 of working capital.
lakhs.

Over 15 lakhs upto 30 ... 3 annas per Rs. 1,000 of working capital.
lakhs.

Over 30 lakhs ... . 2 annas per Rs, 1,000 of working capital.

- The Central Land Mortgage Bank and the Primary Land Mortgage
Banks will be exempt from the payment of any fee for a period of three
co-operative years from the date of starting.

The fee to be charged from 1935-36 is according to the above scale
but less by 124 per cent.
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News and Notes.

We are glad tolearn that the Madras Labour Co-operative Societly has
completed a number of hiouses lor various persous and that one of them was
built for Rao Balbadur M. Giriappa, Joint Registrar of Co-operative Socie-
ties, Madras. From the picture of the house, which we have published in this

number, it will be seen that the execution of the work is quite satisfactory.
* * *

A thrift aud loan co-operative society was recently inaugurated at
Salem by Mrs. Ryan wife of Mr. J. C. Rayan, Deputy Registrar of Co-ope-
rative Societies, Salem. At Calicut some prominent women held a
meeting at the B. E. M. Girls” High School and resolved upon opening a
co-operative store one of the objects of which is to promote cottage indus-
tries among wouten, The meeting was presided over by Mr. V. R. Nayanar
of the Servants of India Society and was attended by the Deputy Regis-
trar. A provisional committee of ladies was appointed to take steps

necessary for giving effect to the resolution.
L] * L

A conference of the members of loan and sale societies in Tanjore
District of which there are 13, aud the Directors of the Central Bank was
held recently at Tanjore with Mr. V. Nadimuthu Pillai, m.I.A., in the
chair. Rao Bahadur M. Giriappa, Joint Registrar of Co-operative Socie-
ties was present at the conference. It decided that a central society for
the marketing of agricultural produce in the district be immediately
organised in consultation with the two central banks in the district. Mr.
Giriappa informed the couference that he had arrived at Tanjore just
after meeting the Ministers, who are all very eager to help the agricnlturists
and the co-operative movement in the province as much as possible. He
observed that by financing cultivation at every stage and by getting the
produce marketed co-operatively, the societies had been able to help

their members to reduce substautially their old dues to the societies,
* * *

The Economic Council of the West Godavari District has recommend-
ed to Government the setting apart of the blocks of assessed waste land
with irrigational facilities, one of 600 and another 500 acres, in two diffe-
rent villages to be divided equally between Harijans and the educated

"unemployed for being colonised by them. As the blocks are under djffe-
rent District Boards, a sub-committee for each block has been appointed,
consisting of the President of the District Board, the Deputy Registrar of
Co-operative Societies and other members, to work out the details of ‘the
scheme. The Economic Council is also studying the question of the

consolidation of boldings.
L » .

Mr. R. G. Rajwade, Revenue Secretary to the Gwalior State and Mr,
Ranga Lal, Director of Co-operative Societies in Gwalior, who attended
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the All India Co-operative Conferenmce at Bangalore, paid a visit to
Alamuru in East Godavari to see the rural reconstruction work done
there during the last twelve years under the guidance of Mr. N. Satyana-
ravana, They were both of them very much impressed with what they
saw there. In an interview to the Press Mr. Rajwade said :

*In quest of rural development I bave travelled far and wide over
the country, but it is ouly now, after this two days’ visit to Alamuru in
the ‘East Godavari District that I can say that I have found my grail.

““The area included in the Rural Reconstruction scheme of Alamuru
is a semi-circle with Godavari as the base and Alamuru as the centre.
God has given it a river and good soil ; man has given it a canal system ;
and co-operation has given it the rest,

‘“I was very gratified to note that for once rural development has
tound its true form —that of a mass movement. The Government depart-
ments, the district boards, the local panchayats and most significant of
all, the ryot himself, have all joined hands in the most praiseworthy
endeavour. The motive power that has impelled them has been not so
much mouey as effort.”

L . ]

Khan Baliadur Muhammad Humayun Sahib, Collector and President
of the Economic Council of Nellore, addressed the co-operative staff of
the district during their refresher course on rural uplift and Economic
Councils He advised them to associate themselves more and more with
the ryots and to report the requirements of each village to the Economic

Council,
* * L ]

The Madura-Ramnad Central Bank and the Uttamapalayam Urban
Bauk are reported to have jointly embarked on a scheme for encouraging
poultry-keeping by members of co-operative societies in the Cumbum
Valley. FEggs of good varieties will be purchased and incubated and
chicks raised in the Bank premises. The pullets will be retained but the
cockerels will be supplied to the members of societies to enable them to
get better eggs from the local hens. The scheme will be financed from
the common good fund of the Banks and the Societies. The Central
Bank is also doing propaganda on dairy-farming on co-operative lines
with the aid of Mr. R. Gopalan, dairy expert.

™ * *

A co-operative society for the benefit of the carpet weavers of Ellore,
West Godavari District, was started recently under the name of the
Ellore Carpet Weavers' Co-operative Purchase and Sale Society. The
opening function was performed by Mr. 8. Venkateswaran, 1.c.s., Collec.
tor. The Society will receive aid for a period of five years from the
special grant made by the Government of India for the improvement of
the woollen textile industry, Ellore has been the best known centre for

115



THE MADRAS JOURNAL OF CO-OPERATION

carpet-making in South India. Like other cottage industries carpet-
making has gradually been losing ground. It is to be earnestly hoped

that this society will be able to give a new life to the industry at Isllore.
: * * #

In the first week of July a conference of supervisors was held in the
premises of the Central Bank at Anantapur, with Mr. M. Narayana Rao,
M.I.A, it the chair, Mr. K. S, Raghavacharlu, B.A., 1.1.5,, who addressed
the supervisors on rural uplift, appealed to them to promote thrift, a

proper use of credit and joint sale amwong the villagers,
* * *

Rev. Sandgren, Bishop of Tranquebar, acconipanied hy Mr. Sarma of
the Natioual College and some menbers of the staff of the Bishop Heber
High School, Trichinopoly, went a week ago to the village of Koppu, 3
miles from Trichinopoly and inaugurated there a scheme of rural recons-
truction, by sweeping the streets of the village and digging a pit for
throwing rubbish into it.

* L] *

The Venkatagiri Samasthanam has obtained the services of Dewan
Babadur A. V. Ramalinga Aivar, retired Chief Engineer of Madras, to
advise it in developing irrigational facilities for which it has set apart a
sum of Rs. 1 lakh for the current year. It has aiso obtained a loan of
the services of Mr, K. Rangaswami Naidu, Deputy Registrar of Co-ope-

rative Societies, to develop co-operative activities in the estate.
* [} -

According to a press note issued recently by the Director of Public
Information, the grading of eggs is being carried on under the guidance
of the Agricultural Marketing Adviser to the Governmeut of India at two
experimental stations at Pabbi in the North West Frontier Province and
at Changannur in Travancore State, sinice November last. The eggs are
brought to the stations by merchants, They are then cleaned, examined
by caundling process and graded in a machine according to weight. By
the middle of June last about 20 lakhs of eggs had been thus graded. It
is reported that the demand for graded certified eggs is increasing and
that there is very hope of the grading process raising the price of eggs
and expanding the egg industry.

L] * .

It is reported that the landowners of Rae Bareli District in the
United Provinces have agreed to give occupancy rights to tenants in
villages which agree to consolidate holdings. It is a step that wil} benefit
both tenants and land-holders by preventing waste of time and effort
and we hope that the offer of the land-owners will be welcomed by the
villages and taken full advantage of.

* #* [ ]

In that district, due to the efforts of the Rural Development Associa-
tion a “ Village Day " was recently celebrated, when all the village sites
in the district were swept clean of manure and dirt.
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so far 36,000, manure pits and 7,000 soakage pits have been constructed
in the village. Four model villages also have been constructed. Among
the agencies helping this village improvement movement is a band of

500 Rover Scouts organised by the Co-operative Department.
* * *

1t is reported that Government of Assam has resolved to start rural
reconstruction centres in 17 villages as a first step in a scheme to im-

prove the villages of the province,
& * *

Sir Chhotit Ram, Development Minister, Punjab, stated recently in
the Assembly of that province that its agriculturists had benefited last
year to the extent of nearly Rs. 6 crores by adopting improved varieties
in respect of cotton, wheat and maize, the three staple crops of the pro-

viice. . . .

The oldest co-operative society inm the world is the ILennoxton
Friendly Victualling Society in Scotland. It celebrated its 125th anniver-
sary on the 6th July last. It adopted the Rochdale principle of paying
dividends on the purchase of members long before the Rochdale society
did. Though 60 per cent. of its members are at present unemployed
their average weekly purchases at the society are much better than the
purchases of well employed members of many prosperous industrial towns,

The membership of the society was 676 in 1922, but now it is 1206,
* * *

One of che several interesting features of the Co-operative Congress
held at Bath in May last was the election of a Co-operative Queen and
her participation in the ceremonials connected with the Congress. Miss
Kathleen Tovey, an employee of the Bath Society was the lucky queen,
Another feature was a grand exhibition of goods produced lunder co-
operative couditions in which more than a hundred industries are repqrted
to have been represented. A third was a Co-operative Homes Exhibition
intended obviously as much for the education of housewives as for the
benefit of societies. Some six thousand school children of Bath were
invited to this exhibition and preseuted with sweets and toys. This
seems to have been objected to by some members of the Bath School
Committee who are representatives of private trade and are apprehensive
of the young mind being poisoned with co-operative notions.

» * ]

In as many as eighteen colleges in the United States of America

there are special courses for the study of the Co-operative movement,
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P. C. U. Examination Results.

The following is the list of candidates who passed at the Co-operative
Training Institutes’ Examination held in April last, by the Provinical
Co-operative Union, Madras.

RAJAHMUNDRY CENTRI.
Nine months Course.

First Class.

Reg. No. Namo, Rog. No. Name.
871 Manikvam A. 883 Srinivasamurthi K.
877 Ramu S. 887 Suryanarayanamurti N,
Second Class.
866 Apparao K. 882 Simhachalam M.
867 Bhairavamurti N. R, K. 884 Subba Rao K.
870 Kotayya T, 886 Suryanarayvana P,
873 Parabrahmamurti S, 888 Suryaprakasarao T. V. A.
876 Ramarao V, 890 Venkatasubba Rao B.
878 Rangarao K. 891 Venkateswara Rao N.
879 Sambamurti T, 892 Viswanathan S.
881 Satyanarayanamurti D. 893 Narayanamurti K.
Passed in Part II only.
865 Ankayya Ch. | 889 Tatarao N.

———

The South Indian Handloom Industrials Ltd.

(Incorporated under the Indian Companies Act. 1913.)

Authorised Capital Rs. 1,00,000
Divided into 10,000 shares of Rs. 10 each

of which 2000 shares have been reserved to weavers and dyers,

The objects of the Company are to encourage and foster
the growth of the handloom induastry by trading in the products
of handloom weaving and spinning, and also manufacturing

handloom products.
Chairman.

The Hon'ble Mr. V. RAMADAS PANTULU, B.A., B.L.,

Vice-Chairmann.
P. M. VENKATACHALA DORAI, B.A., B.L., Advocate, Thuraiyur,

Managing Agents.
THE COMMERCIAL DEVELOPMENT COMFPANY,

For Prospectus and other particulars apply to :-—
K. 8. GOPALASWAMI, B.A.

Secretary to the Managing Agents.
Farhat Bagh, Mylapore, Madras.
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Draft Amendment to the Rules.
NOTIFICATION,

The following draft of an amendment to the rules made under the
Madras Co-operative Societies Act, 1932 (Madras Act VI of 1932), pub-
lished with Development Department Notification No. 264, dated the
Ist August 1933, at pages 1178 to 1185 of Part I of the Fort St. George
Gazettee, dated the 1st August 1933, as subsequently amended which the
Provincial Government propose to make in exercise of the powers con-
ferred by sub-sections (1) and (2) of section 65 of the said Act is hereby
published, as required by sub-section (3) of the said section, for the infor-
mation of all persons likely to be affected thereby.

Notice is hereby given that the draft will be taken into consideration
on or after the 26th August 1937 and that any objection or suggestion
which may be received with respect thereto from any person before the
date aforesaid will be considered by the Provincial Government.

DRAFT-AMENDMENT.

In Sub-rules (1) and (2) of rule XXVIII of the said rules, a full stop
shall be substituted for the semi colon occuring at the end of clause (c)
and the word ‘ or’ occuring at the end of clause (c) and the entire clause’
(d) shall be omitted.

(By Order of His Excellency the Governor),

A. KALEFLj,
Uunder Secretary to Government.



Registrar’s Circulars.

OrFrICE OF THE
No. A, 3583’37, REGISTRAR OF CO<OPERATIVE SOCIFTIES,
Madras, dated 31st May 1937,

T. AUSTIN FKsg., ncs,
Registrar of Co-operative Societies.

CIRCUILAR.
Sub :—Reserve Fund—Unlimited liability societies—Strengthening of.

In the report submitted to the Gavernment of India under section
55(:) (b) of the Reserve Bank of India Act. the Reserve Bank has observed
that the margin between the borrowing and lending rates of many co.operative
institutions in the past has been dangerously narrow and has recommended
that prudently run co-operative societies should provide for a sufficient mar-
gin of profit and thereby build up substantial reserve funds. These are sound
cannons of banking which deserve to be implemented by all co-operative
societies. Though it may be difficult to raise the lending rate in the present
circumstances the augmentation of the Reserve Fund can be effected from
out of the margin now availabie in other ways. The following instructions
are issued to achieve this object.

(1) The purpose of the Reserve Fund is mainly to guard against losses
to creditors. Losses will occur if the assets are bad. The overdues under
principal in several societies have become so chronic that some of the
amonunts may prove to be bad. A society with heavy overdues should not be
allowed to fritter away its net profits by way of honorarium, dividends and
common good fund, while comparatively better societies only may enjoy
these privileges. A society in which the overdues under principal exceed
75 per cent of the demand may be taken as typical of a very bad society and
in such a society the entire net profits of that year should go to the reserve
fund. The existing by-law need not be amended for this purpose. but a note
may be added as follows under the by-law dealing with the distribution of
the net profits.

“ Notwithstanding anything contained in the above by-law, if in any
year the overduss under principal against members exceed 75 per
cent of the demand, the entire net profits of that year shall he
carried to the Reserve Fund.”

(2) The Registrar considers that a dividend of 6} per cent on the paid
up share capital of the members is rather too much at the present time
Ordinarily, the share capital paid by the memnbers is invested in the shape of
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share capital in the Central Banks, and as the Central Banks have generally
reduced their dividends to societies to 5 per cent or even less, the societies
cannot be expected to pay the maximum dividend of 6% per cent The Re-
gistrar, therefore, suggests that the maximum dividend in agricultural credit
societies should be restricted to 5 per cent so that it may be possible to carry
to the Reserve Fund a portion of the net profits over and above the statutory
minimum. The building up of a substiantial reserve fund will be in the
interests of the members themselves as it is one of the main safeguards
against unlimited liability.

(3) Therearea large number of dormant societies in each district which
have not borrowed from the Central Banks for more than 3 years. Vigorous
attempts should be made to revive these societies and develop short term
loan business in them. If these societies are revived and if new loans are
given on proper securities, it will be possible to strengthen their reserve fund
by increased profits. The Registrar. therefore, emphasises again the need
for the revival of dormant societies and also for the formation of new socie-
ties where the stipulated conditions are present- The attention of the Deputy
Registrars is drawn to paragraph 7 of the Registrar’s proceedings A. 1998/35
dated 25-3-35 and they are requested to bear in mind the instructions issued
therein regarding the formation of new societies.

2. Side by side with the augmentation of the reserve fund, it is neces*
sary that steps should be taken to get the uninvested reserve funds of socie«
ties invested in the Central Banks. Instructions have already been issued
regarding this. The Registrar desires to emphasise again the need for
crediting a certain percentage of every payment made by societies towards
the reserve fund so’ that it may be possible to get the entire reserve fund of
societies invested in the Central Banks before long.

3. All Deputy Registrars are requested to see that these instructions
are carried out. )

By Order
A. SINGARA RAJU,
Manager.
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The Co-operative Movement in the Punjab

BY
[
SH- ATA ULLAH’ M-Ag
Lecturer in Economz’cs,
MUSTIIM UNIVF,RSITY, ALIGARH
WITH A PREFACE BY DRr. C. R, FAY, MA., D. sc.,

of Cambridge University and -

Chairman of the Horgce Plunkety medation, London.

PUBLISHED gy .
Messrs. GEORGE ALLEN & UNWIN, Ltd., London
Pages 506. Price Rs. 11 per cop’

and postage charges extrd

Decent get.up.
Packing

This work presents g full len
Co-operative principles in the Punj
the movement has }

gth picture of the development of

ab during the thirty years in which
een under way in Northery India,

The Punjab is admittedly the most advanced Province so far
as the growth and working of

By giving a conspectus of the whole historical process—from tl
starting of the earliest soci

eties to the National Rura) Reconstructis
Schemes of to-day—the hook should prove an invaluable addition to t-
literature of ¢a-0operative endeavoyr,

This study is sure to prove g ¢
the field of Rural Reconstructiou;
interested in the economic and sge
Co-operator or Co-operative Instit

aluable guide to the actual worker .

it is indispensable to those who a
tal emancipation of the masses. NO
ution can afford to he without it.

The book can he Had from :—

The Honorary Secretary,

All-India Co-operative Institutes’ Association,

LAHORE.
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