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India Act, 1935, to publish a moratorium bill. Some of the Congress
Ministries, like that in Bombay, have decided not to have recourse to
any moratorium, while the intentions of the Ministries in other Provinces
ACKNOWLEDGMENTS 3 L. - 512 are not yet known. The Madras Agriculturists’ Moratorium Bill, more
fully described as “a bill to provide for the temporary relief to indebted
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Y r{) " 2 N %}‘_j‘ agriculturists in the Province of Madras” was published in the Fort St.
e ' ~ v George Gazette dated 23rd September, 1937. The object of the bill is to
e give temporary relief to indebted agriculturists in the Province pending

ix" Eﬁ ‘? > 2 - "}b the formulation of comprehensive measures for dealing with the pro-

blem of indebtedness. It is provided in the bill that it will remain in
force only for one year; but power has been taken to extend it for an-
other year if need arises. The intention of the bill is ‘to give relief to
agriculturists who have a saleable right in agricultural land situated in

v the Province and who derive not less than three-fourth of their annual
income from such land. The relief will be confined to agriculturists,
whose liabilities under the heads of land revenue, rents and taxes and
cesses payable to local authorities do not exceed Rs. 400 per annum. The
bill will not apply to certain class of debts, e.g., revenue due to Govern-

" ' ; ment, income-tax, loans granted by Government and loans granted by
-~ ) co-operative societies and land mortgage banks and joint stock banks.
No relief is given in respect of rent payable after 30th June, 1935. During

- the pendency of the Moratorium Act, i.e., after the bill becomes law, no
suit or proceedings can be instituted against agriculturists, to whom the

Act applies, and all pending suits and proceedings against them will be
stayed.

The bill provoked considerable opposition and the Government con-

~  sequently did not proceed with the measure immediately, as they origi-
nally intended to do. It is said that the Government will reintroduce at

. an early date the bill in a modified form. There is a large volume of
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opinion in favour of the view that moratorium, if it is considered abso-
lutely necessary, should be proclaimed with immediate effect and the
Government must be ready with their permanent relief measures simul-
taneously. The twenty-second session of the Madras Provincial Co-ope-
rative Conference held on the 23rd and 24th October, 1937 passed a reso-
lution to the effect that a moratorium bill should either be ancillary to
or should immediately be followed by a comprehensive measure dealing
with the problem of indebtedness. It is therefore expected that the in-

terval between the two measures will be considerably cut down in the
new bill,

The main purposes of a moratorium are the prevention of property
changing hands and the debtors being harassed while the Government
are engaged in putting through their relief measures. These objects must
as far as possible, be achieved by methods less drastic than a long spel{
of moratorium. While the prevention of mischief in the interval between
the declaration of the moratorium and the enforcement of substantive
measures is a desirable object, it cannot be denied that a moratorium
has the inevitable effect of curtailing even productive and necessary
credit to agriculturists whom the Government want to help. Enquiries
made in this Province in regard to the effects of the publication of the
moratorium bill and putting off its final consideration, disclose that seve-
ral landholders and creditors have instituted humerous suits and execu-
tion proceedings against their tenants and debtors.
cannot be too careful in dealing with the delicately ad
of credit in their eagerness to solve the problem of in

The Government
justed instrument
debtedness,

The Madras Moratorium Bil] excludes co-
as joint stock banks, from its scope.
should also be brought within the fy] scope of the bill, others hold that
the decision to exclude them totally from the bil] is S(;und There i ;
real divergence of opinion in this matter. We consider that i:he e erle ;iso:
of organised credit institutions is, generally speaking, justified 7;:“ in-
advisakle to restrain co-operative , ' bt

generally. Even so, we consider that at least in one matter, protéction
may be given, under the moratorium bill, to members of c,of)o ict{"

§ocieties. There is, in our opinion, a case for staying executionpsjalzsl Oi
immovable properties of indebted members by co-operative societies in
the interregnum. If such intermediate protection is no e

operative societies, as well
While some critics urge that they

finally should have the approval of

the Registrar. Again, legislation to limit the amount of interest that

may be recovered, which is in conte:

banks from recovering their debts.-

mplation, will we presume apply to .
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co-operative debts as well. If in consequence of the relief which such
measures give to indebted members of co-operative societies their debts
are liable to be scaled down, the sales of their lands which may take place
before the benefits of such relief are given to them will result in irrepa-
rable loss to the members. So, there is no valid reason to allow co-
operative societies to sell the properties of the debtors in this interval.

We feel that the same consideration will apply equally to joint stock
banks.

The nature and scope of the permanent measures of relief of in-

debtedness which are in contemplation or suggested are discussed in the
articles on debt relief published in this issue.

LAND MORTGAGE BANKS AND SINKING FUNDS

Co-operative land mortgage banks are now faced with a new pro-
blem to which they have not devoted much attention hitherto. The
Reserve Bank of India seem to have tendered expert advice to the Pro-
vincial Governments that co-operative land mortgage banks should be
required to constitute sinking funds in order to ensure the redemption
of debentures, issued by the banks, on maturity. A sinking fund for
redemption of a loan is usually of the type known as the accumulating
sinking fund. This seems to be the type of the fund recommended by
the Reserve Bank. An accumulating sinking fund is constituted by the
bank setting aside periodically from its annual collection of the loan
instalments, such sums as if invested each year, together with the invest-
ment of all interest thereon as it accrues, will amount to the specific sum
on the date on which such sum is required for redeeming the deben-
tures. The amount of the sum to be so periodically invested will be
determined by the interest it yields. The lower the interest yield, the
larger will be the amount to be thus invested. Again, there is always
the factor of possible depreciation in the market value of the securities
in which the fund is invested. When such depreciation occurs, the short
falls in the sinking fund, resulting from such depreciation in the value
of the securities, should be periodically made good. Thus, the success
of such a sinking fund will depend on factors like our ability to find a
ready investment, the date of redemption, the rate of interest on such
investment and possible fluctuations in the market price of both the
capital value and interest thereon.

The question whether co-operative land mortgage banks, which
work on very slender margins between the rate of interest which they
pay to the debenture-holders and the rate at which they lend to their
members, should be forced to start such sinking funds is a moot one,
The idea of a sinking fund is no doubt a sound one. Sinking funds are
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matters which combine to make farming economic. As an introduction
to this theme, long extracts are given from the report of 1905 by Sir Fre-
derick Nicholson. In fact, the term * village bank ” is taken from that
report. The remark that the monumental report of Sir Frederick is
now little read and almost forgotten does not apply, at any rate, to
Madras. Co-operators and others interested in agrarian reform in the
Province of Madras still consult that report whenever they have occa-
sion to do so. If copies of the report are not available, it will be useful
if the Government publishes an abridged edition of the report with
suitable notes indicating the progress of events since the publication of
that report.

The author of the bulletin rightly lays emphasis on the two out-
standing features of our rural economy, viz., that for the Indian farmer
agriculture is not a business but it is his whole life, and that his economic
welfare is closely bound up with social and religious practices. The gene- -
ral survey of the economic position of the farmer is on the traditional
lines. Awmong the disabilities of the farmer special attention is drawn
to the following: (1) Minute, scattered and uneconomic nature of his
holding, (2) his primitive methods of cultivation and poor outturn of
crop, (3) the ruinous rates of interest which he has to pay for loans,
(4) the exactions and frauds committed so as to deprive him of the small
return for his labour, (5) his illiteracy, ignorance and lack of organisa-
tion, (6) the strain on his resources owing to the frequent replacement
of stock necessitated by high cattle mortality, and (7) absence of sani-
tation and medical relief and his own poor nutrition leading to wastage
of human material. The effects of increasing pressure on land by the
extension of area under cultivation not keeping pace with the growth
of population and the disappearance of small industries and arts
and the consequent inability of the industry to absorb the
increase in agricultural population are also described with a
view to draw attention to the necessity of taking measures to
restrict the number of people dependent on the land and to
increase its productivity. The bulletin suggests the creation of a central
agency to carry on research work in village conditions and be respon-
sible for propagating and introducing measures calculated to bring
about an improvement in rural conditions, supplemented by local organi-
sations. The village co-operative bank, the village school and the village
panchayat or council are singled out for special treatment among local
organisations. The bulletin recognises that statutory village panchayats
should be so constituted as to be capable of attending to those needs of
the village, which require common action. Such needs are classed under
four broad heads, viz., (1) supply of common wants of the village com-
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munit.y‘, (2) supervision of public institutions, (3) improvement in the
amenities of village life and (4) provision for sanitation.

But the main topic of the bulletin naturally is the village bank, its
constitution, functions and possibilities. Like bulletin No. 1 this bx’ﬂle-
tin also advocates the multiple purpose societies as the best type of the
village bank. The underlying notion of a village bank as desecribed in
the bulletin is that the whole of the village life is to be embraced within
'{ts activities and that every one in the village should be included within
its scope. Even those who do not need or are unfit to receive credit
have a place in the scheme of the village bank, for every man in society
has a problem and the bank can by comprehensive action make consi-
derable contribution to its solution. It is pointed out that members not
requiring or getting no credit can get other advantages, such as cheap
purchase, moral support in the cutting down of religious and social
expenditure, training in business and co-operative education.

No one denies the advantages of multiple purpose society where it
can be successfully organised and worked., As pointed out by th f\ﬁ
India Co-operative Conference held at Bangalore in July last y‘t 'ed .
rable to form such societies wherever local conditionsy er ’-tl U5 dest-
idea of a multiple purpose society of the type describedpin I,:}l: llt)' Tl}e
and of a banking union described in bulletin No. 1 is famili s bulletin
rators in all Provinces. These have been tried in variouslarl - Somope
Punjab, for instance, is very familiar with the banking unio ; ;CES- The
the multiple purpose society as well as banking union w. r; . n Madras,
it must be said that they did not prove a success in thi S eniad, though

ever the causes may be. s Province what-

It will be a useful £
eld
author of the bulletin to investigate into those cause:f A et o

may usef}ﬂly be made to restart multiple purpose sog ftl_‘esh- attempt
areas, taking advantage of the very useful suggestions made les in select
tin as to the method of organising and conducting them ?1‘1}111 this bulle-
the bulletin rightly points out that such a multiple pu ) e a‘uthor of
not be brought into existence by mere mechanical mzisz society can-
mental fiat and that it is a human institution which musto S or depart-
felt want. It is further pointed out that a new type of F.-’iroxg out. of a
T‘equired among those who are to work such a bank and th eadership is
insight into the problem and enthusiasm for effecting ref oy must have
must also be trained and guided continuously. It is Wortlorr}?land th.ey
an experiment in selecting a suitable area and cone 1while making

o X entratin, i
the conditions prescribed by the bulletin are forthcoming g on it where

In this connection we have to dr i

o this aw the attention of co-o

th;.hémtatxons of a co-operative bank. It is a voluntary orgaﬁ:::grsl "‘o

which the services are utilised and paid for at the option of the memb .
ers
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and possessing no powers of compulsion which local bodies constituted
under statute possess. With regard to schemes of co-operators to com-
bine the municipal and co-operative services in one body to retain all
the freedom and elasticity of voluntary associations and at the same time
enjoy the advantages of universality of membership and compulsory
powers, Mr. and Mrs. Webb say in their “ Consumers’ Co-operative Move-
ment” that ¢ this vagueness of thought with its mutually inconsistent
aspirations is an intellectual weakness from which co-operators would
do well to free themselves. Neither universality of membership nor
legally compulsory powers can ever be the attribute of voluntary asso-
ciations.” Some of the functions assigned to a village co-operative bank
in the bulletin can, in our opinion, be better discharged by a statutory
village panchayat and certain other organisations whose activities may
however be co-ordinated.

The suggestions made in the bulletin for enlarging the scope of the
co-operative village credit societies and making them effective instru-
ments for financing not only the production and marketing of agricul-
tural produce but also for processing of crops, organisation of village
industries and for developing the countryside are very valuable and if
pursued will make the village co-operative banks far more useful than
they are at present. The need for the society to be in constant touch
with the villager is now supreme. In most areas members resort to the
societies mainly to borrow if they can and to repay if they must; that
is hardly the function of a society. We have no doubt that the advice
tendered in the bulletin for reviving the primary credit society and in-
fusing new life into it by extending its activities into new spheres will
be appreciated and followed by co-operators all over India. We com-
mend a careful study of the bulletin to all co-operators. This and the
bulletins to follow, we are sure, will be of great use to all those who are
engaged in the reorganisation of village life and the countryside.

THE FOURTH ALL-INDIA CO-OPERATIVE CONFERENCE

We publish in this issue the proceedings of 4th joint session of the
Indian Provincial Co-operative Banks’ and the All-India Co-operative
Institutes’ Conference held at Bangalore on the 3rd and 4th July last.
The Conference was held in the magnificent Town Hall, which is named
after its distinguished donor Rajasabhabhushana Dewan Bahadur Sir
K. P. Puttanna Chetty, Kt., C.I.E., LL.D., the Chairman of the Recep-
tion Committee, who welcomed the delegates to the Conference.
Besides non-official and official co-operators from various provinces and
States, Sir Mirza Ismail, the Dewan, the executive councillors, the heads
of Departments of the Mysore Government and a large number of citizens
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of Bangalore attended the opening session. Messages from His Excellency
the Viceroy and His Highness the Maharaja of Mysore were read
and greatly appreciated by the co-operators assembled. Sir Puttanna
Chetty in his welcome address referred to the Movement of “ Back to
the Land ” and said that rural life should be made attractive and worth-
while not only for rural folk but also for those who would prefer to
go back to the village after they have had a spell of town life. He gave

prominence to the land revenue problem in the agrarian programme
of the Provinces and States.

Mr. Jamshed N. R. Mehta, Chairman of the Sind Provincial Co-
operative Bank, presided over the Provincial Banks’ section of the Con-
ference. He made a useful survey of the activities of the Provincial
Co-operative Banks in relation to rural credit. He pleaded for a sepa-
rate Act to deal with Provincial Co-operative Banks and expressed the
view that so far as Provincial Banks are concerned, they should be
enitrely free from Government control except for purposes of audit
His reason was mainly political. He warned co-operators against the:
possible danger of the resources commanded by Provincial Banks be-
coming instruments in the hands of ministers or any political grou
party to be used by the Co-operative Department, which has v&? d°1'
spread wings of influence and power. He advocate’d a radical ch nge
in the constitution and functions of Provincial Banks by the intc ?inge
tion into their Boards of Management bankers and financiers a rolluc—
investors and by entrusting them with functions other than . w; t
help all-round development of rural life and the countryside credit to

The Hon'’ble Mr. V. Ramadas Pantulu, wh i

’ \ y» Who presid j-
tu.tes Section of the Conference, like Mr. Mehtg, e;::a(latd a(icv:ertl};elgsttlh
with the preliminary Report of the Agricultural Credit Departmentg f
the Reserve Bank of India issued under Section 55 (A) of the Reser\(:e

Bank of India Act, and expressed disappointment at the attitude taken

by the. Reserve Bank in connection with the co-operative credit move-
ment in general. He devoted a greater portion of his address to the

enunciation of the fundamental problems of the rural mas:

limitations of the Co-operative Movement to solve them I-IseS am.i the
earnest plea for the pursuit of an enlightened agrariar; oleicpu:o s the
Government of Provinces and States. He gave consileeras};l y the
minence to the reform of land revenue system. Among other me bres
of rural economic relief, he referred to the following : Q) R:Esu'res
pressure on land, by promoting schemes for reclamation of (;:;n ﬁ
land; (2) removing some of the existing impediments to efficient rso-
duct:lon, such as excessive fragmentation and sub-divisionp of
holdings ; (3) development of minor irrigation works, in order to in
crease the area under crop and its yield; (4) fiscal assistance to agri:
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culture by a system of tariffs and subsidies, according to the needs and
conditions of the several areas; (5) organising the transport system of
the country with due regard to the special interests of agricultural
industry; (B) establishing for the benefit of the rural masses a system
of sound general education with special provision for agricultural edu-
cation and embodying the results of agricultural research within the
practice of agriculturists; (7) revival and preservation of village crafts
and home industries and protecting them from foreign competition;
(8) provision of power and other assistance to rural industries subsi-
diary to agriculture; and (9) ensuring to the peasant fair treatment in
the determination and recovery of debts, by the modification of pro-
cessual and contractual laws, so as to protect him from the more serious
consequence of indebtedness, such as the loss of land or the permanent
impairment of his capital.

The proceedings of the Conference were lively. Considerable
attention was paid to a detailed examination of the report of the Agri-
cultural Credit Department of the Reserve Bank; and a large number
of resolutions were passed expressing the opinion of the Conference
thereon. Mr. Ambegaokar, the officer in charge of the Agricultural
Credit Department of the Reserve Bank, took part in the deliberations
and explained the position of the Reserve Bank in relation to the several
matters discussed at the Conference. The subject of rural reconstruc-
tion also engaged the serious attention of the Conference. Mr. F. B.
Wace, 1.C.S., Registrar of Co-operative Societies, the Punjab, participated
in the discussion on the subject and gave helpful suggestions.

The Government of Mysore gave all facilities to the organisers of
the Conference to make it a success and made the stay of the delegates
in Bangalore enjoyable. Opportunities were also afforded to the dele-
gates to visit important societies and places of interest in the State.
The thanks of the All-India Associations are due in a special measure to
Sir Mirza Ismail, the distinguished Dewan of Mysore, who evinced
throughout a keen interest in the deliberations of the Conference.

INDIAN DELEGATES AT THE INTERNATIONAL CO-OPERATIVE
CONGRESS

Prof. K. C. Ramakrishnan of the University of Madras and Rai
Ratan A. G. Sherlekar of the Premier Co-operative Bank of Indore, who
were elected by the All-India Co-operative Institutes’ Association as
delegates to the fifteenth session of the International Co-operative
Congress held in Paris in the first week of September last, we are glad to
find, ably placed before the Congress the Indian view point. We hope
to be able to publish in our next issue the proceedings of the Congress

2
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and a full report of the addresses delivered by the Indian delegates.
They gave a press interview in London about their impressions of the
Congress. To the Indian delegates’ mind, the International Congress,
as at present constituted, does not reflect the view point of the agricul-
tural producers’ co-operation and the representatives of countries like
Holland, Denmark and India have little useful function to discharge at
the Conference. In fact, the Congress does not touch their peculiar
problems. This domination of the British Co-operative Consumers’
point of view has naturally led the Congress to advocate free marketing
and the removal of all barriers against free international trade. This
can be easily understood. The British Consumer wants the supply of
goods for his consumption on the basis of free trade between countries,
Prof. Ramakrishnan urged briefly but forcibly on the Congress the cage
for discriminating protection to young industries in India, State sup-
port for essential rural industries and other methods for helping agri-
cultural producers, and pointed out the unsuitability of the old free
trade ideology which had definitely gone so far as India was concerned.
Mr. Sherlekar is reported to have supported his co-delegate. But the
Congress could not agree with them and passed by solid vote the report
of the Central Committee of the International Co-operative Alliance on
inter-trade relations, which was opposed to protection in any form and

recommended that an end should be put to all restrictions on inter-
national trade.

The Indian delegates made a constructive suggestion in regard to
the future of the International Co-operative Congress. They urged that
there must be some link between the consumers’ societies and the agri-
cultural producers through the recently-organised International Whole-
sale Society and that that organisation should comprise within its scope
agricultural co-operatives. They put forward an alternative suggestion
that a separate agricultural section of the International Co-operative
Congress or a separate International Congress should be organised to
deal with problems of agricultural co-operation.

The two Indian delegates have planned an extensive and well
arranged tour not only in England, Scotland and Ireland but in the
important continental countries like Czechoslovakia, Yugoslavia, Den-
mark and Holland. The All-India Co-operative Institutes’ Association
deserves to be congratulated on the choice it has made, and we have no
doubt that our delegates will, after their return, enriched with know-
ledge by study of the European Co-operative Movements, make sub-
stantial contributions to the pages of this Review, specially with regard
to lessons which India has to learn from a study of the working of the
Co-operative Movement in the several countries in Europe.

DEBT RELIEF AND THE CO-OPERATIVE MOVEMENT
By |

Miss Marcarer Dicay,

Secretary, Horace Plunkett Foundation, London.

In most European countries the years immediately after the War
were years of greatly increased rural borrowing. The causes were
various. In some countries battles had actually been fought across the
peasant’s fields, his implements had been burnt, his livestock slaughtered,
his very soil torn with high explosives and saturated with stagnant
water. He needed capital to bring back this wilderness to cultivation.
Even where no actual destruction had taken place, tools had worn out
and buildings deteriorated without replacement, often because metal,
building materials and labour were unobtainable. There had been a
famine in artificial manures and feeding stuffs ; livestocks were few and
of inferior quality.

Sometimes the peasant had none the less made money, since prices
were fantastically high and he had been almost compelled to farm out
his land as a bad tenant will farm it out before he surrenders his tenancy.
Such gains, however, were for the most part ephemeral, monetary in-
flation taking away what famine prices had given. On top of all this
came the post-war boom, the rush of industry to make good its own share
of war-time devastation and retardation and the consequent demand for
foodstuffs which rashly assumed to be permanent, was an irresistible
temptation to the peasant to borrow and to the most (as well as to the
least) reputable financial agencies to lend. Finally over wide areas of
Europe a land reform had been put through which transferred thousands
of acres from landlords to peasants and substituted for the old grain
growing based on landlords’ or bankers’ capital, small scale intensive
cultivation based on capital which was yet to seek but which neither
landlord nor commercial bank were likely to supply.

As a result, there was an enormous extension of co-operative credit,
straining the Raiffeisen structure and technique to breaking point and
calling, in many countries, for state aid, which the best co-operators
received with silent misgivings. In addition there was in many countries,
and especially in the relatively undeveloped East of Europe, a very large
unrecorded volume of borrowing from private, probably usurious sour-
ces. The position might have righted itself if the boom had not been
so pitifully short and if the competition of the overseas countries, better
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capitalised, uninjured by the war, unhampered by lack of space and the

comp.lex charges on agricultural production in Europe had not been so
formidable and persistent.

As the slump developed, the position of the borrowers became
acute. Not only had prices fallen, frontiers had closed, or virtually
closed, and most agricultural producers are exporters or at least depend
cn the export market for their cash income. They might (and did)
restrict their present expenditure on feed and fertilisers and so not only
save outlay but gradually reduce output and the piling up of unwanted
goods on the market. They might (and did) abandon, at least partially
the costly industrial crop and turn to the growing food for them:
selves. Such things are possible within limits, and generally at a sacri-
fice of peasant standards of living. But they do not solve the problem
of the annual service and amortisation of debts. '

In fact of course, the peasant largely ceased either to pay interest
or to repay the principal of his borrowings. Sometimes farms were
sold up, even by co-operative societies, where there was reason to believe
that default was voluntary and not wholly justified by circumstances
Wholesale foreclosure was obviously out of the question. It would havc;
been cruel to the point of injustice; it would have been politically
dangerous and it would have produced next to nothing for the lenders.

To end this impasse, to adjust indebtedness to the new level of
prices, to give hope to the borrower and some measure of security to
the lender, the governments of a number of countries introduced filebt
relief measures. A common expedient was to convert by legislation the
great majority of short term debts into long term loans without interest
but with a scheme of progressive amortisation amounting to no mo ’
than one per cent in the first year but rising later to 12% or more ThI:e
was the Yugoslavian system, and from the debtors’ point of view. it h 1;
much to commend in it. Moreover, in regions such as South Serbia : h ;
co-operative banking is a new development and peasants, in a r iv': eie
primitive state of economy, had fallen into the hands ,of usu: . Weﬁ
usurious traders, it was generally felt that if the lender were in o an'
enced, he had only himself to thank. In the North and West lfonvem-
which has for many years carried on a commercial economy lareols o
co-operative lines, and necessarily based on cheap, short-ter;n ad
and prompt repayments, debt relief measures have had a Vance;
more doubtful reception from those who have the mlri: !
welfa.re at heart. However agreeable to the individugfasath g
promised to be damaging to the institutions he ’ o
fully built up and on which his return to somet

largely on

had so care-
hing like nor-
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mal prosperity must depend. The position of the co-opera-
tive society has been made yet more difficult by the fact that a proportion
of deposits were in any case invested in co-operative, municipal and
other undertakings, and though probably safe, were certainly not liquid,
and that in the early days of the slump there was a widespread demand
for withdrawals. Under these circumstances it was for many years
almost iinpossible to make new loans, as few deposits came in and these
were all at call, while it was recognised that new loans would be long
term in fact, even if not in name.

In Bulgaria, where co-operation is more centralised than in Yugos-
lavia, the state controlled Agricultural Bank (with which the Co-opera-
tive Bank was amalgamated in 1934) is the principal credit giving insti-
tution, working through a large number of local co-operative credit
banks most of which receive, in normal times, deposits up to three-
quarters of the value of their loans. In the last few years much
farmers’ credit in Bulgaria, as elsewhere, has been virtually frozen. The
Government has intervened to take over up to 80% of the farmers’
debts (the proportion graduated according to the sum involved) substi-
tuting amortisation over ten years. This is much the same expedient as
that adopted in Yugoslavia, but in Bulgaria the debt has been transferred
from the Agricultural Bank to the State, leaving the Bank with funds
relatively liquid and the power to make fresh advances.

In Western Europe the crisis has rarely been so acute. In France,
it is true, a decree was passed prolonging in certain cases the period
during which agricultural debts might be repaid, a move which was re-
ceived with mixed feelings by the long-established and very efficient
agricultural credit movement. It was followed, however, by a second
decree providing a special state fund for the amortisation of such extend-

ed debts, and the co-operative movement has escaped serious
inconvenience.

In Denmark, a country whose agricultural economy depends direct-
ly on the prosperity of the English industrial market, the slump made
jtself felt early, and already in 1933 the state had intervened to suspend
for two years all payments due by farmers to credit institutions, a state
guarantee being given for ultimate repayment, and to reduce the rate of
interest for such loans from 4% and 5% to 3%%. The credit institutions
principally affected were not co-operative, but were non-profit-making
mortgage corporations. The principal investors were the local savings
banks, which in turn are based on farmers’ deposits, so that permanent
benefit of the relief to the farmer was mainly illusory, though it was
probably successful in enabling him to turn an awkward corner.
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In most European countries the worst of the agricultural depression
is past and debt relief is less urgent than it was. No general attempt
has been made to estimate the effects which such measures as have been
taken have had, either on the individual Peasant or on his co-operative
organisations. That the co-operative banks in certain countries will re-
member their alarming experiences of frozen credits and in future pay
more attention to the liquidity of their deposits, seems obvious and salu-
tary. The intervention of the state has been universally unwelcome,
even when it has been recognised as inevitable. One form of it, which
has not yet been mentioned, seems at first sight to have no connection
with debt relief. There is little doubt, however, that the two are
associated. Since the state has become an investor in agriculture on a
grand scale, either by lending to or guaranteeing the debts of co-
tive societies, or through direct assumption of peasant liabiliti

prosperity of the peasant has become of something more than
or even fiscal importance.

who has lent large sums to

opera-
es, the
political
The state is in the position of the banker
an insecure business. If the sums are too
large to lose, he will virtually run the business himself. So the state in
many European countries has stepped in to run agriculture, at least in
its cash-producing, commercial aspects. The wheat controls, dairy
boards, import and export monopolies of Europe, have at least one root
and probably their longest and strongest, in the responsibility that the
state has assumed for the debts of the peasant. Whether state trading,

unlike the commercial control of the banker, will be prolonged after
solvency has been recovered, remains to be seen.

MEASURES ADOPTED FOR RELIEF OF INDEBTED
AGRICULTURISTS IN THE MADRAS PRESIDENCY

By

Tue Hon’sre V. RaMapas PANTULU,

President, All-India Co-operative Institutes’ Association

In the Province of Madras, there is no general Act, which can ‘Pe
described as an Agriculturists’ Relief Act. Nor is there any Act to restrict
the alienation of land by the agriculturists. It is not known w}.lethe? the
present Congress Ministry contemplates any measure to restrict 5.111ena-
tion of agricultural land. Generally speaking, there is not much evidence
of any demand for prevention of land alienation.

Relief against usury which debtors, including agricultural debtcg'_s,
are able to get is only through Courts under the two unpo.rtant All-India
Acts, the Indian Contract Act (IX of 1872) and the Usurious Loans Act
(X of 1918). The Civil Courts are vested under these Acts with povvers1
to relieve debtors against excessive rates of interest. and ?ther pena
conditions embodied in contracts between them and the.lr creditors. It w;s
pointed out by the Royal Commission on Agriculture and the
Indian Central Banking Enquiry Committee that tlfere was
considerable degree of disparity in the extent to v.vhlch these
provisions were applied in various Courts. There . is a gen::a-
ral feeling that they are not so applied as to give z:\dt.equa.e
relief to the debtors. But it will be an exagggration to say, as it is said
in some quarters, that these Acts remain a dead letter on the statute
book. Numerous debtors get substantial relief from the courts undEfr t}'le
general powers vested in them by these Acts. The Madre?s P1:ov1nc1al
Banking Enquiry Committee pointed out that investigation into the
working of these Acts in the Province of Madras disclosed that many
judges, in practice, made it a point not to allow interest above a certain
rate, and further pointed out that that practice had one beneﬁcm% effect,
namely, that the plaintiffs or their pleaders on their own motl.on cut
down the interest claimed in the suits, to what they thought rmg.ht be
reasonable in the eyes of the court, when they knew that the partlculfu'
judge presiding over the court would not allow interest above a certain
rate per cent. This has sometimes resulted in the powers given to
courts being a check on interest rates without the application of the Acts
themselves. |

The other All-India Act which is intended to give relief to debtors
outside the Presidency Town is the Provincial Insolvency Act (V of



346 THE Invian Co-OPERATIVE REVIEW

1920). It was pointed out by the Royal Commission on Agriculture and
the Indian Central Banking Enquiry Committee that this Act was unsuit-
able for application to agriculturists and other small debtors in the
villages. The Act is condemned both by debtors and creditors. The
enormous delay involved in the various stages from adjudication to dis-
charge denied to the debtors and creditors the relief they looked for.
The machinery is also far too expensive. There is a general demand to
so modify and simplify the Act as to ensure expeditious and inexpensive
procedure in the disposal of insolvency petitions and quick
collection of assets and distribution to the creditors. But so
far as agriculturists are concerned, a mere amendment of the existing
law will not serve the purpose. The Royal Commission on Agriculture,
the Indian Central Banking Enquiry Committee and the Civil Jus-
tice Committee have all recommended that a simple rural insolvency law
should be enacted to give summary relief to honest agriculturist debtors
who are willing to place all their assets at the disposal of the liquidator
to be administered for the benefit of the creditors. Nothing has been
done so far to give effect to these well considered and weighty recom-
mendations. Even Congress Ministries in various provinces have not so
far disclosed their intention to enact such a measure. It may perhaps
come as part of a comprehensive Debt Relief Act. When a rural in-
solvency Act is enacted, it will be necessary to save for the debtor his
homestead and at least a small portion of his holding to enable him and
his family to have bare subsistence. To that extent no doubt assets
which are now legally liable to satisfy the claims of the creditors, may he
withdrawn. But in the interests of rural economy it will be necessary to
take this step. The property so saved for the debtor must necessarily
be saved from subsequent voluntary and involuntary alienation; other-
wise no useful purpose will be served.

In the Province of Madras, there is a special Act called “ The Agency
Tracts Interest and Land Transfer Act (I of 1917) ”, which applies to
agency tracts of the Ganjam (old), Vizagapatam and Godavari Districts.
There is a provision in this Act that no loan to a member of the hil] tribe
shall bear interest at more than 24 per cent and it shall not be compound
interest, and that no decree shall be given for an amount of interest in
excess of the principal amount. It is said that not much advantage is
taken of the provisions of this Act by persons who are intended to be
protected by it. The Act also makes the transfer of immovable property
void, unless it be to another member of the hill tribe, otherwise than with
the assent of the Agent to the Governor and if a transfer be made in con-
travention of the provisions of the Act the Agent may, on the application
?f any one interested, order ejectment of any person in possession claim-
Ing under the transfer, The Madras Provincial Banking Enquiry Com-

i
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mittee state that these provisions are almost entirely neglected and the
hill men generally allow their creditors to take possession without protest
and that consequently land passes out of the possession of these hillmen.

Provision by way of direct financial assistance to agricultur-
ists is contained in the Land Improvement ILoans Act
(XIX of 1883) and the Agriculturists’ Loans Act (XII of 1884).
In the year 1934-35 a sum of about Rs. 10 lakhs was advanced
to agriculturists under the provisions of these Acts. Some
portions of these loans are annually written off as irrecoverable.
The Indian Famine Commission of 1901 and the Royal Commission on
Agriculture and the Indian Central Banking Enguiry Committee exa-
mined with considerable care the working of these two Acts. The gene-
ral trend of opinion is that the administration of these two Acts is far
from satisfactory. The delay in the disposal of loan applications, insuffi-
ciency of loans, unfairness in realisation of joint bonds and certain
amount of undue harshness in recoveries and other administrative
defects, like corruption in disbursing the loans, have been pointed out by
various authorities. In any case, the relief obtained by agriculturists
under these Acts is negligible with reference to their needs.

Since 1932, the Government of Madras have been devoting some at-
tention to the question of affording relief to indebted agriculturists. An
Act called the “Madras Debtors’ Protection Act of 1934” (VII of 1935)
was one of the measures enacted by the Madras Government. The main
provisions of this Act were modelled on the lines of Section 3 of the
Bengal Moneylenders’ Act (VII of 1933), section 8 of the Assam Act IV
of 1934 and Section 3 of Central Provinces Usurious Loans Amendment
Act (C. P. Act XI of 1934). Its scope, however, is very restricted, for it
applies only to loans of sums less than Rs. 500 at a time in any one trans-
action. It deals with pawn-brokers as well, i.e. persons carrying on
business of taking goods and chattels in pawn for a loan. Even in regard
to such loans, its scope is further restricted by excluding from its opera-
tion advances made by persons other than those whose main business is
moneylending or advances made by a landlord to his tenant and by a
lessor to his lessee or advances made on negotiable instruments other
than promissory notes. So that Act serves very little useful purpose ih
practice. Besides requiring small creditors, falling within the scope of the
Act, to maintain accounts and to give receipts to debtors for payments, it
contains only one substantive clause in regard to rate of interest to be
charged. Section 6 (a) of the Act provides that the Court shall, until
the contrary is proved, presume that the interest is excessive and the
transaction as between the parties is substantially unfair, and to give

relief under the Usurious Loans Act (X of 1918), where the interest ex-
3 .
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ceeds in the case of secured loans 9 per cent per annum simple and in
the case of unsecured loans 15 per cent per annum simple.

The next measurc of importance is the Madras Co-operative Land
Mortgage Banks Act (X of 1934). The establishment of the Primary
Land Mortgage Banks was started in 1925 and the Madras Central Land
Mortgage Bank which is now their apex bank was established in
1929. The issue of debentures is now centralised in the apex
institution. These banks worked till 1934 under the Co-operative Socie-
ties Act in force. The Act of 1934 places the co-operative land mortgage
banks on a statutory basis and is supplemental to the Madras Co-opera-
tive Societies Act (VI of 1932). The Central Land Mortgage Bank now
finances about 95 primary land mortgage banks. Loans to the
extent of about Rs. 125 lakhs have been issued. The funds re-
quired by the primary banks for this purpose are raised
by the issue of debentures to the public by the Cen-
tral Land Mortgage Bank and the Government of Madras have
guaranteed both the principal and interest thereof. This scheme of re-
lief has conferred substantial benefits on the indebted agriculturists of
this Province. The business of these banks is capable of indefinite ex-
pansion. , These banks are intended not only to help agriculturists to
discharge their prior debts through long terms loans, but also to enable
them to effect improvements to their lands by credit obtained on such
loans. At present loans are issued for periods of 20 years and to a maxi-
mum limit of Rs. 10,000 (usually Rs. 5,000 in the case of many primary
banks); and the interest charged to the wultimate borrowers
is 5§ per «cent. Proposals are pending before the Govern-
ment for the constitution of a sinking fund on scientific basis to
ensure the due redemption of debentures on maturity, and it is not
known whether the institution of the sinking fund will necessitate an in-
crease in the rate of interest charged to the ultimate borrowers. 1t is
held in responsible official quarters that the lending rate to the uitimate
borrowers may have to be raised to at least six per cent, i.e., by one per
cent over the present rate in order to successfully work, ou; the sch I;ne
of sinking fund in respect of debentures to be issued in future )

A more recent measure is the Agriculturists’
Amendment) Act, XVI of 1935. The Agriculturists’ Loang (India) Act
(XII of 1884) empowers local Governments to advance l<;ans to owners
and occupiers of arable land for relief of distress, purchase of seed or
cattle or any other purpose not specified in the Land Improvement
Loans Act (XIX of 1883) but intimately connected with agricultural ob-

Loans (Madras

jects. The Act did not permit local Governments to grant loans to .

owners and occupiers of land for relief of indebtedness. In order to in-
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clude this object within the scope of the Agriculturists’ Loans Act, so far
as it applies to the Province of Madras, the amending Act mentioned
above, viz., Madras Act (XVI of 1935) has been enacted. It is a very
short Act which has only one operative section. It says that in section 4
of the Agriculturists’ Loans Act (XII of 1884) after the words, “ relief of
distress ”, the words, “or indebtedness” be inserted. By this simple
amendment the Local Government is now enabled to lend to agricul-
turists money directly for the discharge of their prior debts. The Act is
now being worked through special Revenue Officers. Loans are advanc-
ed for periods of 25 years and the interest charged to the debtors is 5 per
cent. The maximum amount of loan advanced is Rs. 2,000. Preferential
treatment is given to debtors who are able to conciliate their debts with
their creditors for a sum of Rs. 2,000 so that the loan advanced by the
Government may suffice to discharge the entire indebtedness of the bor-
rower and start him afresh. So far, a sum of about Rs. 17 lakhs has been
advanced to ryots under the Act. Having regard to the fact that land
mortgage banks are operating now in many parts of the Province and

also a Debt Conciliation Act, which will be referred to presently, has

been enacted, there does not seem to be any necessity for direct lending

by the Government under the provisions of Madras Act XVT of 1935, in-
stead of dealing with such cases through an agency which can co-ordinate
the activities of the land mortgage banks and the debt conciliation boards.

The next measure of agricultural relief is the Debt Conciliation

*Act (VI of 1936). This is based on the model of the Debt Conciliation

Act of the Central Provinces and is fairly wide in its scope. Under the
Act debt means all liabilities owing to a creditor in cash or kind, secured
or unsecured, whether payable under a decree or order of a Civil Court
or otherwise, and whether matured or not, but does not include arrears of
wages, land revenue or anything recoverable as arrears of land revenue,
rent as defined by the Madras Estates Land Act of 1908, or money for
the recovery of which a suit is barred by limitation. But in regard to
the category of debtors who come under the scope of the Act, it is
restricted. Its scope is confined to relieving only agriculturists
from indebtedness and not other classes of debtors. So a debtor under
the Act means a person who earns his livelihood mainly by agriculture
or who is an occupancy tenant or landholder whether he cultivates per-
sonally or otherwise and whose debts exceed Rs. 100. Like the Central
Provinces Act, the scheme of conciliation is mainly voluntary. Debts
due to co-operative societies are included within the scope of the Act, for
the definition of a creditor includes a co-operative society. But a special
safeguard is provided with regard to co-operative societies by a provi-
sion that where a co-operative society is the creditor, no settlement, in so
far as it affects the debts owing to such society, shall be valid without the



Congress Ministry and Debt Relief.
to contemplate the enactment of a com
of the indebted agriculturists.
mulgation of a moratorium, pen
Relief Act. It is said that they
down debts through some new
to discharge the claims of the ¢
on certain prescribed basis,
creditors will be met by the

—The Congress Ministry is said
prehensive measure for the relief
The Ministry also contemplates the pro-
(.hng the enactment of the Agriculturists’
Intend to embark on a scheme of scaling
agency to be set up and also undertake
reditors after such claims are determined
It is said that the mitigated claims of the
ety il be Government by the issue of bonds to the
\ OTS bearing interest at 3 or 314 per cent and that the obligations so
incurred to the creditors will be discharged by payment in the course of
30 or 40 years by collection from the debtors, who will be charged inte-
rest at a rate which is at least one per cent over that which the bonds to
jche creditors bear. The nature and extent of the debts to be so dealt with
is not known, nor is it possible at this stage to give any estimate of the
obligations to be incurred by the Government in this manner. It may
b_e somewhat premature to pronounce any opinion on a scheme of this
kind. Having regard to the volume of indebtedness in this Province
which is estimated by a special officer appointed by the Madras Gov-,
ernment recently at about Rs. 200 crores and also to the absence of re-
paying capacity among many of the debtors, a certain amount of
scepticism as to the practicability and success of the scheme may be
justified. If the debt to be so discharged by the Government is amortized
on a 4 per cent. and 40-year basis, a sum almost equal to the entire
amount of Land Revenue of the Province may have to be collected, that

is about Rs. 6 or 7 crores annually, from agriculturists, in addition to
Land Revenue.

Some investigations were made by the Madras Provincial Co-opera-~
tive Bank and the Madras Central Land Mortgage Bank to
ascertain whether any and if so what proportion of the mem-
bers of rural credit societies might be brought within the
operation of the land mortgage banks. In this connection in-
tensive surveys were made in select areas, particularly in the
Tanjore and East Godavari Districts. These investigations dis-
closed that a very insignificant fraction of the indebted agriculturists
would be eligible for credit in the land mortgage banks on their present
Standards of assessing creditworthiness and repaying capacity of the
borrowers. If these results give any indication of the extent of the

oy
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debts which may be brought within the Government’s scheme, then the
volume of it which can be discharged by the Government on the basis of
eligibility of the borrowers for credit and the prospect of the Government
collecting the debt from them seems to be very very limited indeed

So, in the case of a large number of such indebted agriculturists,
whose assets are insufficient to meet their liabilities, or those who do
not possess the necessary repaying capacity, the Government will have
to adopt some other scheme.

In this connection, I may be permitted to point out that the reluct-
ance of the Madras Government to extend the guarantee so far given
for the debentures of the land mortgage banks mainly arises from the
apprehension that any such indefinite extension of guarantee may affect
the credit of the Provincial Government when they go to the money
market to raise loans. It is difficult to reconcile this apprehension with
the proposal to pledge their credit and to mortgage the revenues of the
Province to a very large extent to the creditors whom they wish to
satisfy directly by the issue of bonds. The expediency or the necessity
for the Government directly discharging rural debts in the manner pro-
posed instead of doing it through the existing agency of land mortgage
banks, working in collaboration with the debt conciliation boards, seem
to me to require further examination.

Remedial Measures.—In devising remedies for relief of indebted-
ness, some fundamental factors have to be borne in mind. (1) Indebted-
ness is largely the result of chronic poverty and the large bulk of the
agricultural debtors are unable to balance their budgets with their
slender incomes, and among such debtors there are people whose in-
debtedness cannot be wholly ascribed to improvidence or want of thrift.
They borrow because they must and not because they can. So, the last-
ing remedy for curing indebtedness is the removal of the causes of
poverty and increasing the income of the rural masses, the conversion
of the prevailing deficit economy into surplus economy, as Mr. Nanavati,
the Deputy Governor of the Reserve Bank, puts it. So long as the
average agriculturist subsists on a deficit budget, he cannot but run into
debt once again even if we discharge his prior debt. Any Govern-
ment will be judged by its ability to bring about this change in our rural
economy. Government must borrow more than they now do for capital
expenditure on productive works, specially development of irrigation
works and communication. This will be a better scheme than the
Government getting into debt to discharge prior debts of agriculturists.

(2) It must be conceded that the legislative or executive remedies
that even a Ministry fully responsible to the legislature can attempt must
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be in consonance with sound principles of business code and
the traditional character of our rural economy. It does not
of course mean that contracts between debtors and creditors
are inviolable and their rigour should not be mitigated even
w.here circumstances justify. The relations between debtors and cre-
ditors are oftentimes disturbed by factors over which they themselves
bave no control. Trade cycles, economic depressions and manipulations
In currency and exchange and other factors sometimes alter violently
the incidence of the contracts entered into under different circumstances.
One who borrowed in the pre-depression year 1929, for instance, now
pays in terms of commodities twice the sum he borrowed and there is
?lso an increase in the real interest burden. If the rupee is overvalued
it further adds to the burden. 1t is a legitimate function of the State to
correct the disequilibrium brought about by such disturbing factors.

Suc‘h in'Ferfe?rence by the State will not offend against principles of law,
equity, justice or business morals,

Stant(iii II)r;ra‘:irgl m;:asire of debt relief, it must be remembered that a sub-
Sorary oo t(? w fat goes by the name of rural debt represents tem-
pora ion o ;.)roduc?lve capital which is borrowed and repaid
ery yealj by the agriculturists. Agriculture like other industry re-
quires capl.tal and credit and money borrowed for such purpose dsi,ffers
erg; 1Ilmiatte:;illy 1ftrom1 an %nproductive debt. It will be more appropriate
cuitural credit and not debt. I esti
nal credit needs of the agriculturists of thee?;:irai‘:i;haet a:]:;:‘tl ;eas;(;
crores. Fart from being an economic evil, such eredit is both legiti . t
and beneficial to the agriculturist and his hereditary occupationgtl)fliise-

]z:}xlldry. fSo, the qovernment cannot be too careful, in framing any
eme o debt relief, not to cut off this source of productive credi
agriculturists. et o

' HaYing these principles in mind, the followin
nion, will afford some relief to the rural debtors,
themselves entirely solve the problem of indebte

g measures, in my opi-

though they will not by
dness: —

. (i) A limit must be placed on the rate as well as total amount of
interest that moneylenders and even organised credit a

gencies can le
from the borrowers. 00

Taking the debt of this Province at about Rs. 200
crores and the average rate of interest charged at 10 per cent., a ﬁ'

by no means excessive, the debtors in this Province will o by by
way of interest alone a sum of Rs. 20 crores
big hole in their pockets. So, some suitable action must be taken to
brl.ng down th.is annual drain by way of interest charges. It will not be
unjust to creditors, if, by law, interest above six per cent is made illegal

have to pay by
per year. This makes a very
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Facilities for accumulation of interest must also be restricted by prohi-
biting compound interest. The currency of simple and usufructuary
mortgages must be limited to 12 years or at the most to 20 years. The
old law of Damdupat may be resuscitated and no decree shall be given,
in any suit for recovery of a debt, for interest which exceeds the
principal amount borrowed.

(ii) The machinery for debt conciliation must be radically altered,
and officers or boards vested with power to conciliate debt should be
given also powers to pass awards binding on the creditors and debtors,
even when they do not come to an agreement. Attempts at voluntary
conciliation may succeed to a certain extent and may be tried to begin
with ; but the conciliating authority must, when it finds that voluntary
settlement is not possible, have the power to scale down the debt and fix
its amount in accordance with rules to be prescribed, taking care to
leave a certain amount of latitude for exercise of discretion in cases
requiring special adjustments. One fortunate circumstance in Madras
is that there is no religious or communal cleavage between debtors and
creditors as in some Northern Provinces, where debt conciliation has
brought in its wake fresh sources of religious and communal differences.

(iii) Moneylending must be controlled by suitable legislation.
Moneylenders should be compulsorily licensed. Unlicensed money-
lenders should be precluded by law from resorting to civil courts to
recover their loans. There must also be statutory regulation of money-
lenders’ accounts.

(iv) To meet the cases of the large number of debtors who cannot
be helped to discharge their debts, even after they are scaled down in
the manner suggested above, a simple rural insolvency law must be
enacted and administered, through special officers, on the spot. An
honest agriculturist who is willing to place all his assets at the disposal
of his creditors must get a speedy and inexpensive relief by way of abso-
lute discharge, so as to be able to seek his livelihood in a fresh atmos-
phere and environment. The existing law of insolvency binds him down
to his debts and bars the exit out of it. So much so, the average agricul-
turist is born in debt, lives in debt and dies in debt. We must find an
effective legislative remedy for this indefensible position, so as to save
at least honest debtors. In administering such rural insolvency law,
provision should be made for saving to such honest agriculturists, who
are willing to place all their assets at the disposal of the liquidator for
the benefit of the creditors, their homestead and a small portion of their
holdings, to give them at least bare subsistence, besides articles which
are now not liable to attachment and sale under the law. Properties
so saved for debtors must be put outside voluntary as well as involuntary
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alienation, so that the debtors m

new creditors. ay not lose them at the instance of their

tions, indigenous banke
’ rs and other credit i .
statutory regulations must be fostered 'L agencles operating under
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The objects of these credit

DEBT CONCILIATION BOARDS IN THE PUNJAB
By

Kuan Mosammep Basuir Aumap Kuan, MA., LL.B,,

Honorary Secretary, All-India Co-operative Institutes’ Association.

Amount of Debt.—The total debt in the Punjab was Rs. 90 crores in
1921. The Punjab Banking Enquiry Committee estimated the debt in
1929 at Rs. 135 crores. This means an increase of Rs. 45 crores. In 1930
the debt rose to Rs. 140 crores. Now it is estimated to have gone upto
Rs. 200 crores. The annual interest paid on this debt is put at Rs. 20
crores at a modest estimate. This is nearly five times the total land
revenue of the Province. This is a very grave situation and if it is not
checked the position may lead towards bankruptey and disaster. There-
fore to ease the situation a special Act was passed in 1934 known as
“The Punjab Relief of Indebtedness Act.”

THE PUNJAB RELIEF OF INDEBTEDNESS ACT.

Its Necessity.—The Punjab Relief of Indebtedness Act came into
force on the 9th April, 1935. The necessity for this law, according to
the Preamble, was the expediency to bring about more healthy rela-
tions between debtors and creditors. The expediency leading to the
enactment of this legislation consisted in the development of an unusual
economic situation as a resullt of an unprecedented fall in the prices of
agricultural produce. This development violently shook the existing
economic equilibrium, and unless changes in the law were introduced in
order to place the relations between debtors and creditors on a revised
footing, very undesirable consequences were apprehended. The deve-
lopment of this novel economic situation and the undesirable conse-
quences threatened by it account for the genesis of this legislation.

Conciliation Boards.—Part IV of the Punjab Relief of Indebtedness
Act relates to the Conciliation Boards. The idea of establishment of
the Debt Conciliation Boards in the Punjab was borrowed from the Cen-
tral Provinces, where these boards were already in existance. The pro-
visions of the Punjab legislation on the subject materially differ from
those of the Central Provinces legislation in every vital respect. But
the central idea under both legislations is that scaling down should take
place as a result of mutual agreement between the debtor and the
creditor.
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Definitions.—Before we proceed further, it
f1uote the definitions of “ Debt ”, “ Debtor ” and “ Agriculture ” as given
in P'arF IV of the Punjab Relief of Indebtedness Act. This will help in
clarifying the position and undrstanding the subject properly.

will be interesting to

“Debt,” according to Section T of the Aect,
ties of a debtor in cash or in kind, secured or unse
a decree or order of a civil court or otherwise, wh
but shall not include debts incurred for the purpos
wages, land revenue, or anything recoverable
revenue, or any debt which is barred b
due to co-operative banks or to co-operative societies or to the Imperial
Bank of India or to any banking company registered under the Indian

Flompanies Act, 1913, or the law relating to companies for the time being
in force in British India.”

“includes all liabili-
cured, payable under
ether matured or not,
es of trade, arrears of
as an arrear of land
y the law of limitation, or debtg

‘ .‘ D@tor,” means a person who owns a debt and (i) who both earng
his livelihood mainly by agriculture, and is cit
of agricultural land, or a servant of
tural land or (ii) who earns his live
or kind for work connected with a

her a land-owner, or tenant
a landowner, or of a tenant of agricul-
lihood as a village menial paid in cash
griculture.

Provided that a mem
the Punjab Alienation of
debtor as defined in this s
other sources is greater th

ber of a tribe, notified as agricultural under
Land Act, 1900, shall be presumed to be a

ection until it is proved that his income from
an his income from agriculture,

afccount of incapacity, temporary or
1 3 o1 1 he l 3, 1 . 0o 7
Majesty’s Military or Naval Fo, ’ s or has been in service of His

Board shall be final.

“ Agriculture,” shall include horticulture and the use of land for

bandry inclusive of the keeni .
livestock, poultry, or h ¢ Xeeping or the breeding of
like.” ¥, or hees, and the growth of fruit, vegetables and the

POV
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It will be observed that the term “ Debt ” excludes the following : —
(a) Debt incurred for the purposes of trade; (b) debts due to co-opera-
tive banks and co-operative societies; and (c) debts due to Imperial
Bank of India or any banking company registered under the law of the
land. “Debt” as defined in the Central Provinces Act includes every-
thing mentioned above.

Co-operative Societies Excluded: Why ? The most important re-
sult of the definition of Debt in the Punjab is the exclusion of the

debts due to the Co-operative Societies from the scope of the Debt Con-
ciliation Boards.

The Co-operative Banks and Co-operative Societies have, for reasons
of policy, been placed in a position of special advantage, for the recovery
of the debts due to them by the law of the land. The present Act does
not affect that position of advantage. The reasons which account for the
distinction which has been made between ordinary creditors and co-ope-
rative institutions are as follows: (1) In the case of debt due to co-ope-
rative institutions the creditor is not a complete stranger or an entirely
third person. (2) The profits resulting from the money-lending transac-
tions of co-operative institutions are shared by the debtor. (3) The
accounts are kept regularly in a prescribed form by all co-operative
institutions. (4) The accounts are regularly audited by an official or
semi-official agency and the account books are open to inspection not
only by responsible Government officers but also hy the debtor himself
at any moment. (5) The working of co-operative institutions is con-
trolled, regulated and guided by Government to an extent and in a
manner which will secure to the debtor any relief necessitated or justified
by the circumstances of the situation. Those who are not intimately
associated with the co-operative institutions are not aware that as soon as
the need for substantial relief became apparent, the Registrar of Co-
operative Societies issued instructions that the rate of interest should be
materially lowered with retrospective effect and that individuals who
owed debts to co-operative societies should not be required to pay an
aggregate amount larger than that which, together with the reserve
fund, will be sufficient to pay off the liabilities of the societies themselves.

Establishment of Conciliation Boards.—Section 8 of the Act gives the
Government power to establish Debt Conciliation Boards for the purpose
of amicable settlement between debtors and creditors.

Present Boards.—The Government has established five Conciliation
Boards in the districts of Jhang, Rawalpindi (Kahuta), Amritsar,
Hoshiarpur (Garhshankar) and Karnal (Panipat).
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Jurisdiction—The jurisdiction of the Boards extends to Rs. 10,000
These Boards have no power to make a settlement between gz del;tOr,an(i

his creditors if the total debts of the d
us er ebtor
limit in the Central Provinces is Rs, 25,000, eeed s 10,000, The

Members.—The Boards, as at present con
man and two members. There is no m
of the Board in the Punjab. The Cen

‘ stituted, consist of a Chair-
aximum number of the members

selected from the retired ]udlClal or exe iv h m
- ) cutive ofﬁcers. One o e mem-

bers 1S a repr esentative of the dethI class and the other of }f'let creditor

class. t t

'.I‘helr Term.—The Chairman and the members of the Board are
appoTnted for a term not exceeding three years but are eligible f
appoTntment for an indefinite period. But actually the memb e
appomtgd for one year only. In the Central Provinces the g}fs'were
and members of the Boards are appointed only for one year in t;::rrfri‘:sr’:

instance and are eligible for re-appointm
ent f .
ceeding one year. or a further period not ex-

Procedure: Application by Debtor
adopted for the conciliation of Debts ;

creditors.

. Part'u.:ulars.—It Is necessary that an application to a Board shoul
be in writing and signed by the applicant. The application f C Sowd
should contain the following particulars, namely : (2) Th rolm a debtor
he resides or holds land; (b) the particulars of al} claimeS b ac.e whe.re
together with names and residences of his creditors ; (c) theagam.st him
of all his property, together with a specification of th’e value fp artx}ciulars
perty and the place or places at which any such property is tg bssioui?f

(d) a statement that he is unable to pay his debts
and that
exceed the prescribed amount. they do not

Hearing of Application : Its Dismissal. —When the application is re-
ceived it is incumbent on the Board to pass an order fixing a date and
p?ace for hearing the application. The Board, however, has the power to
dismiss the application at any time if it does not consider it desirable to
attempt to effect a settlement between the debtor and his creditors,
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Notice.—It is essential that notice of the date and place fixed for
hearing the application should be sent to the creditors by registered post.

Statement of Debts.—Every creditor of the debtor is called upon to
submit a statement of debts owed to him. The period allowed for the
submission of this statement is two months. The Board, however, can
extend the period for good and sufficient cause.

Result of Non-Submission of statement.—If a creditor fails to sub-
mit a statement of debts within the prescribed period, all debts owed to
him by the debtor shall be deemed to have been duly discharged. If he
does not include any debt in the statement, it shall be deemed for all
purposes and all occasions to have been duly discharged. The creditor
has to furnish, along with the statement, full particulars of all debts and
also to produce at the same time all documents, including entries in
books of account, in support of his claim together with a true copy of
every such document.

Persuasion.—The Board has to give an opportunity to both the par-
ties, the debtor and the creditors, to explain their case. It then induces
the parties to come to an amicable settlement. The Board can dépend
only upon its power of persuasion. It has no authority to give a decision
which is not the result of mutual agreement.

Agreement.—If the parties agree, the agreement will be signed by
the Board and it will take effect as a decree of a civil court. 'The recovery
of this decree is left to the ordinary course of execution in Civil Courts.

~ In the Central Provinces the decreed amount has been made recoverable

as an arrear of land revenue.

Effect of Application.—The presentation of an application before a
Board involves the prohibition of recourse to civil courts and the sus-
pension of all proceedings already in civil courts and this prohibition and
suspension continue until the application pending before the Board is
finally disposed of.

Certificate—If, during the hearing of the application, any creditor
refused to agree to an amicable settlement, the Board may, if it is of
opinion that the debtor has made such creditor a fair offer which the
creditor ought reasonably to accept, grant a certificate in respect of a
debt owed by him to the creditor.

Provided that the Board shall not grant a certificate unless it is satis-

fied that creditors to whom not less than forty per cent of the debtor’s

debt is owing, have come to an amicable settlement with the debtor.
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The conditions which must be fulfilled before a certificate may be
granted by the Board are that (1) the creditor refuses to agree to an
amicable settlement, (2) the debtor has made the creditor an offer, (3)
the offer is, in the opinion of the Board, one which is fair and reasonably
deserving of acceptance on the part of the creditor, and (4) the Board is

satisfied that the creditors owing forty per cent of the debts have come
to an amicable settlement.

It may be stated that the fourth condition of the creditors owing
407 of the debts agreeing to accept the settlement is not contained in
the Central Provinces Act. This is a novel feature of the Punjab Act.

Effect of Certificate.—The effect of this certificate is that if a credi-
tor brings a suit for the recovery of certified debt he loses all costs in
such suit and any interest in excess of simple interest at six per cent per -
annum after the date of certification on the amount due on that date.

Decision Final.—The decisions of Conciliation Boards are final.

Civil Courts are debarred from entertaining both suits and applications
for execution.

plication for revision against any

order of the Board. The Board, however, can review its order on the

application of an interested person.

Legal Practitioner.—The Board ma
sented by an authorised agent or a lega
ever, pleaders are not allowed to a
The Central Provinces
a lawyer.

y allow any party to be repre-
I practitioner. In practice, how-
ppear in proceedings before the Board.
Act does not allow any party to be represented by

WORKING OF THE BOARDS.

The Jhang Conciliation Board.—The total population of Jhang Dis-
trict is about 6 lakhs. According to a recent caleulation, the total num-
ber of persons indebted is 1.20 lakhs. The average debt per head is
Rs. 4166. The total agricultural debt has been put at Rs. 50 crores.
These figures perhaps err on the side of exaggeration. But, nevertheless,
they help in revealing an alarming state of affairs.

The Jhang Conciliation Board be
1933. Its area of operation extends o
dealt with 1544 applications by the e
617 applications resulted in conciliat
The chicf cause of the dismissal of

gan to work from 14th September
ver the whole district of Jhang. It
nd of February, 1937. Out of these
ion of debts and 927 were dismissed,
such a Jarge number of applications
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was the non-appearance of one or the other party. More thar} 1rI:alft I?f
these applications were dismissed for want of the atten'dan.ce (if ?t erl' e
creditors or the debtors. The second reason f(?r .the dismissal o zpp '}(ﬁ-
tions was that the debts exceeded the ]urls.dlctu.)n of.the B.oarb. : 23
third reason was that the Board did not consider it de51?ab1;e 1111 abou X
cases to effect a settlement. The Board has been working full time a
hours a day.

The Board received 5136 applications by the end .of March, 19::71.
3713 of these came from debtors and 1423 from creditors. hThe to at
debt claimed in the applications amounted to Rs:. 1.97 lakhs. The Zmoun
involved in 617 applications, in which conciliation was effected, was

Rs. 23.70 lakhs.

The number of cases in which certificates were given was '22. t}Iln
these cases the Board was of opinion that the debtors had ma : bui
creditors a fair offer which the creditors ought reasonably E) a];:cepd, u
the creditors refused to agree to an amicable settlement. The Boar wnt
also satisfied that creditors to whom not less. than fortly pex; c;h
of debtors’ debts were owing had come to an amicable sett ehmer:1 };:r o
the debtors. Therefore the Board was obliged to grant td.e ; fsre
certificates under Section 20 of the Act. 359 cases were pending be
the Board on 31st March, 1937.

When a debt is conciliated, the most usual f'orm. of payment adoptierii
by the debtor is in cash or kind. Payment in kind mcludefi t;ees, gr;ae es,
fodder, cattle, jewellery, immovable property <'atc. When a de tc;;'i ;itors
to pay in kind, the method adopted is to appoint one orbmo_re irin rators
for deciding the price of the property, cattle <?r grain to be g1ved e
ment of debt. The arbitrator is appointed with the c‘onsent and app ovel
of both the parties. If both do not agree to have a single arbitrator T;
two or more arbitrators are appointed to represent each party.d.}c e
decision of the arbitrators is binding on both the debtor and ‘fhe credi ors—.
The arbitrators fix a period in which the debtor sho.uId dehve':r (tlhe.- Pri
perty to their satisfaction. If the debtor fails to abide by thlxsd 15015109-,
the creditor is allowed to recover immediately the amount s'ett e y ex .
cution through a Civil Court. If the decision of the arbltratof;s 1sdnl;)
accepted by the creditors and they do not take .the property z; erethe lz
the debtor according to the award of t:u:har:;tc!;:it;)rx;s;ft?;: a:}:;rators

im. If any of the parties do not accept the
(t:klxiy (the arbitrators) have to makedati:at?er;('; o;i 3::hilosef§;; th;ecBi:ia:;l
i resence of the parties an e Boa s i lec .
?hiih:;x(fchod of settlement is common in J'hang in dec1dm'g both c1v11f alxl1d
criminal cases. The Board has found this system working successfully.
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There are very few cases in which the creditors or debtors do not

agree to the awards of the arbitrators. There have been 5 such cases in
this Board. The result was that the party at fault suffered the loss.
This shows that the number of cases in which the settlement made by
the Conciliation Board was not acted upon, was negligible.

The most healthy influence of this Board has been that where the
debtors agreed to pay in cash, in 90 per cent of the cases payment was
made at one time and only in 10 per cent of the cases instalments were
fixed. The amount paid in 617 cases settled was Rs. 35,000 in cash, mort-
gage of land for Rs. 50,000, house property or non-agricultural land for
Rs. 15,000. The value of cattle given in payment was more than a lakh
of rupees. The principal debt was reduced only in 10 cases; but large

reductions were made in interest by amicable settlement. Applications

for revision have been received by the Board against their order in only .
about 6 per cent of the cases. 5 per cent of these came from the debtors .

and only one per cent from the creditors.

Panipat Conciliation Board.—The Panipat Board started its work
on 21st September, 1935. There are three members of the Board. The
Chairman is a Retired Extra Assistant Commissioner. One of the mem-
bers is an agriculturist Ziladar and the other is a money-lender,

The total number of applications received by the Board from its
start to the end of May, 1937 was 3070 for Rs. 25 lakhs. 1574 of these
were given by the debtors covering Rs. 16.67 lakhs and 1496 were
by creditors of the value of Rs. 8.38 lakhs. 2750 cases were disposed of

by the Board. 1492 cases were conciliated completely or partially. 1258
were dismissed.

Debts are of two kinds, secured and unsecured. The secured debts |

include decretal money, registered documents in which property had
been mortgaged and was as a security for loans. The unsecured loans
are those claimed on bahi accounts (account books).

The secured debts claimed were Rs. 4 lakhs and were conciliated
for Rs. 3.15 lakhs effecting a remission of 23 per cent. The unsecured
loans amounted to Rs. 12.65 lakhs. These were conciliated at Rs. 6.16
lakhs resulting in a remission of 52 per cent. The total secured and un-
secured loans of Rs. 16.37 lakhs were reduced in conciliation to Rs, 9.32
lakhs effecting a remission of 45 per cent.

Payment of the conciliated debt has been made partly in cash and
partly in kind including cattle, trees, fodder, sites, mustajari in land.

Cash payment amounted to Rs. 35,718. The value of cattle given i

satisfaction of debts was Rs. 1,12,257. Trees valued at Rs, 10,458, fodder
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at Rs. 8,159, sites at Rs. 3,298 were given in lieu of debts. The land
given in Mustajari ranging from 2 to 20 years was 512 acres with posses-

sion of the value of Rs. 89,415 and 11 acres without possession for
Rs. 2500.

There has been only one case in which the creditor refused to accept
a fair offer by the debtor and this resulted in the issue of a certificate by
the Board. Creditors are now resorting in great numbers to the Board
than the debtors. This is because they have begun to appreciate the
advantages conferred on them by the adoption of this machinery for the
recovery of debts. One encouraging feature of the system is that most
of the debtors are paying their instalments regularly. There have been

only thirty cases so far in which the debtors have not been able to pay
their instalments on the appointed date.

Garhshankar Conciliation Board.—The Board at Garhshankar in
Hoshiarpur District was started on 1st October, 1935. Its area of opera-
tion extends to Garhshankar Tehsil only. 964 applications were received
by the Board from 1-10-35 to 30-6-37. Applications from debtors num-
bered 788 and from creditors 176. 638 applications were taken up by the
Board. 326 were dismissed. The reasons for dismissal were as follows :

1. Non-appearance of debtors. 50

Cases not covered as persons applying did not come within
the definition of debtor etc., and did not reside or held land in

the area of the Board. 73

3. The Board did not consider it desirable to attempt to effect a
settlement. 50

4. Applicants failing to conduct their applications with due
diligence 67
Failure of parties to come to terms. 74
Miscellaneous 12
326

16 certificates were issued for failure of the creditors to accept rea-
sonable offer. 432 cases were conciliated.

The average amount of conciliated claim was Rs. 676. The total
amount of the authenticated claim was Rs. 3,73,807, out of which

Rs. 1,94,875 was secured. The total debt as conciliated was Rs. 2,92,172,
5
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Payment on settlement by sale of : —
I (a) Cattle

2,245

(b) Carts, etc. 38

(c) Agricultural Produce 497

(d) Fodder 16

(e) House Proparty 1,621

(f) Cultivable Land 5)217

(g) Trees ’ 20

. 9,654

II. Cash Payment 1,843
II. Mustajari Mortgage (Land Mortgaged, 85 acres.) 23’079

Out of 85 acres, 13 were mortgaged for less than five years for

Rs. 1,662 mortgage money, 46 acres of Rs. 7,527 for less than 10 years

and 26 acres of Rs. 13,890 for over ten ;
: ’ years. 315 cl
without instalments an claims were settled

Rs. 19,348, R
Amritsar Conciliation Board.—The Amritsar Board originated on
11th September, 35. It extends over the whole district of Amritsar. Tts
wgrkmg from 11th September, 1933 to 31st. December, 1936 will be
evident from the following statement : -
1. Number of applications received from—
(a) Debtors. 1,420
(b) Creditors, 1,087

2. Applications dismissed. Total. 2,507
3. Number of cases conciliated. gsl);
4. Total Debt—
(a) Claimed.
(b) As Conciliated. s %;g’gé(?; i
5. Percentage of debt as conciliated ’ o
to debt claimed.
6. Cases Settled— 04
(a) With instalment,
(b) Without instalment. o
7. Conciliated debt has been settled by 184
(a) Sale of :
1. Cattle Rs. 5,688
2. Trees , 50
3. Fodder 292
4. House Rs. 1,320
Property Rs. 4,286 5,606
Rs. 11,636

(b) Payment in cash Rs. 11,752
(¢) Mustajari Mortgage (82 canals of lands) Rs. 3 i55

'd‘ 999 by instalments. The cost of the Board was
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Applications came from 481 villages. The majority of debtors who
gave applications were Rajputs and Jats.

Startling Cases.—The operations of the Jhang Board have thrown a
flood of light on the methods adopted by the creditors in their dealings
with the simple-hearted agricultural debtors. There is a general prac-
tice to make an initial cut of about 5% to 10% known as Gadhchora or
Chilkana is levied over and above the exorbitant compound interest
with half-yearly and yearly rests on the loans advanced.

1. An agriculturist mortgaged his land with a money-lender in 1885
for the redemption of an old debt of Rs. 1,875. The condition agreed
upon was that the land revenue paid and the owner’s share of produce
received by the money-lender would be debited and credited to the
account of the agriculturist and a balance struck at the end of the year.
No balance was struck for the first four years. Then for a short period
some sort of account was rendered. After this no account was given for
25 years in spite of the repeated requests and notices from the debtor for
a settlement and redemption. The matter eventually came before the
Board. The creditor showed Rs. 4807 on the debit and Rs. 10,496 on the
credit side of the account. But in spite of this the creditor claimed
Rs. 50,000 for the final settlement of the debt.

2. Here is another case. An agriculturist once hypothecated his
house for a loan of Rs. 1,000. He continued to repay it in cash and kind
for years together. But for reasons unknown these payments were not
taken into consideration and a decree was passed against the debtor for
Rs. 1,000. The creditor by collusion got the same house sold for Rs. 100
to his own name with the balance of Rs. 900 still to be made good. The
pity of the whole show was that the debtor came to know all these when
he was actually ejected from his home.

3. Another story may be quoted. Three brothers leased out
8 Killas of land to the creditor for 20 years in payment of a debt of Rs. 700.
The creditor calculated the interest for the future 20 years and manipu-
lated the amount to Rs. 2,040. He managed to pass on the loan to an-
other agriculturist and made him execute a pronote in his favour for
Rs. 2,040 with interest and the original owners are still waiting for dis-
charge receipt for their debt.

4. An agriculturist has ordinarily a number of creditors. At the
time of the settlement of debt, his whole land is normally taken up in
lease for twenty years and even upto 36 years by one of the creditors
with a long list of others waiting for their turn. Thus, although nomi-
nally the land is leased for 20 years, in fact it is gone for ages from the
hands of the agriculturist.
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Interesting facts.—The working of the Jhang Board has brought to

light many interesting facts ; one or two of them may be described here
with advantage.

1. The Scrutiny of the applications revealed that in good many
cases the debts were incurred by the ancestors of the debtor
ciliation of these debts was comparatively an easy affair,

The con-

2. In most cases the accounts were not properly kept by the credi-
tors and in some cases they were doubtful. However, in most cases
these creditors produced the legal bond or th ’

e acknowl
PR owledgment of the

3. A large majority of creditors, whose accounts were doubtful
had adopted an ingenious device of obtaining decrees against the debt s
They sell the bond or the bahi acknowledgments of their debtors tOI'S-
friend of theirs in some distant district who would file a suit for (;ea-‘
covery of the amounts involved in the bond or the acknowledgment thus
sold in his own district and would manage to get an ex-parte decree from
the civil court for the amount. The debtors, being ignorant, fail to
and attend a distant civil court and in 90 per cent of the cases t’he servi .
of the processes is not got done on the debtors through the manipul ‘z'ces
and collaboration of the original creditor, so that they do not knpu a;xon
a S}lit is pending against them. When the period of two year Ow'th:?llc
which the ex-parte decree could be got o onnpoee
jche decree is sold back to the original ¢
1s got executed in the local civil courts.
the accounts pertaining to such decrees th
evidence by the Conciliation Board, have bee
The Board, however, could not interfere with t
has been able to reconcije such decrees at lower
that about 15 per cent of the creditors held su

cancelled, expires
reditor, and this decree
In almost all the cases
at have been called in
n found to be defective.
he amount of decree, but
amounts. It is estimated
ch decrees.

Effects—1. The most salutar
y effect of the Debt iliati
Boards has been that the creditors are coming forward inC (1):112;1;::}03
in

numbers to take advantage of the simplj i
pumbe implified procedure provided by these

2. The adoption of this method saves the creditor the payment of
court fee and this monetary advantage is appreciated by him

3.. The economic depression and the catastrophic fall in the prices
of agricultural commodities during the depression has made the condition
of the rural classes critical and they are finding it extremely difficult to

meet their obligations. The wide-awake creditors have realised this fact

and are trying to compound their debts all over the Province for any-
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thing between two and three annas in the rupee, provided they get
tangible assets in return. When the creditors make use of the Con-
ciliation Boards they do not feel any necessity to compound their debts.

4. The most important advantage which the creditors gain from
these Boards is the amount which they are giving to them. It will be of
interest to learn that the amount of debt claimed is 46 per cent, which
means that the creditors are getting nearly seven annas in the rupee in-
stead of two to four annas. So this is one of the reasons why creditors
are coming forward in increasing numbers to take advantage of these
Boards.

5. Out of 1,171 cases 392 have been settled without instalments,
which means that the debtors paid cash at once or gave away cattle or
other tangible assets. 'The beneficial result of this has been that instead
of their going through the protracted process of civil court and having
the decree executed, the creditors are now getting nine annas in the
rupee instead of two to four annas which they would otherwise have got.

6. Another advantage is that several of the debts are settled once
for all and there is no bitterness left. This result is of incalculable bene-
fit both to the creditors and debtors in a Province which is afflicted with
communal and class struggle.

7. Mention has been made of the amount of debts which have been
paid straight away after conciliation. Besides these, there is another
28 per cent. which has been settled by means of Mustajari mortgages,
which is an additional advantage to both the parties. It avoids bitterness
and gives something tangible to the creditors who otherwise would not

" have been able to realise anything from some of the debtors.

8. Another good effect of these Boards has been that their activi-
ties have stimulated private conciliation of debts. Moreover, there is no
indication that the operations of these Boards have resulted in any appre-
ciable restriction of agricultural credit for current needs.

ALLEGATIONS

Interested persons and associations launched a vigorous propaganda
against the working of the Jhang Conciliation Board and made innu-
merable baseless allegations against it, some of which are enumerated
below :

1. Fictitious Claims.—It is stated that “ the members of the Debt
Conciliation Board (Jhang) on taking charge of their office openly began
to preach to the debtor class that they were to insert fictitious claims of
their friends and relations in their petitions so as to facilitate the impo-
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sition of their own terms of settlement upon the creditors. Their sug-
gestions were readily taken up by the debtor class with the consequence
that there was hardly any petition instituted in the Board in which the
bogus claims of the friends and relations of the debtor did not appear.”

This is with reference to section 20 of the Act, under which, if those
to whom 40 per cent. of the debts are due, agree to settle, all tixe credi-
tors are bound under the law. In order to secure consent of holders of
40 per cent. of debts, fictitious debts are entered in the applications. If
it so happens that new debts entered in the applications do not c'ome
up to 40 per cent., the allegation is, that the Board reduces genuine debts
in order to raise the proportion of fictitious debts to 40%.

2. Abuse of Section 13.—(a) It is alleged that Section 13 of the
Act has been badly abused by this Board. Under this Section, it ig
necessary that the creditors should submit within two months ;f tlfiz "
date of publication of the notice a statement of their claims against a
particular debtor, who comes to the Board with an application for recon
ciliat'ion of debts. The allegation is that a very long date is fixed for th ,
hearu.lg, and, as under the law, the statement of claims must be sub "ce
ted within two months, the creditors file their statement but the n ;
taken by the Board. They are returned on oral direction that S;}?re o
be presented on the date of next hearing, whereas that date is fly fcta .
the lapse of two months, with the result that their debts are :lrilsccha:geilr

N () ;;& serious abuse of the provision of Section 13 at the hands of
e members of the Boards is that the creditors are occasionally given

wrong dates for the hearing of applicati
pplications and when th !
naturally, on that date, their debts are discharged ey are absen’

memg:e) ﬁThfenil Section 1‘3 of the Act is alleged to be violated by the ‘
rs of the Board in making an abrupt change in their own pro-

gramme. The creditors not knowin
. of th :
gramme, fail to appear before ‘chem,g ¢ change of the Board’s pro-

(d) Fourthly, Section 13 is mi i

. . 3 sapplied by the memb

in c.ancelhng the just debts of the creditors when ow'ers :c)f B
avoidable cause or other sufficient reason the 1 L o &

particular hearing, atter fail to appear on a

3. - i )
must sullaifﬁ?;el::;nitd Accounis.—Section 13 provides that the creditors
date of publi 1;1 en statement of the debts within two months of the
ton Pubrliicatica 10? of th'e 1}otice under clause 1 of that sec-
further lays d on of the notice is provided under the Act. Section 14
ays down that the creditors must furnish all documents and

€
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copies and so on. These sections do not give power to the Board to re-
open the previous accounts of the creditors. This is what they do. Gene-
rally these accounts are examined by the peon in their court. He is
asked to go into all the bahis (account books) of the creditors and find
out the amount due. This is the way in which things are being done.
The peon is the auditor, accountant and the commission. He is the un-
qualified assistant of the court. This unwarranted childish allegation
carries its own condemnation.

~

4. Exceeding Monetary Jurisdiction.—(a) The members of the
Jhang Board, it is alleged, have been exceeding their monetary jurisdic-
tion in many ways. Their jurisdiction is confined to Rs. 10,000; but they
have been dealing with cases in which debts of more than Rs. 10,000 in
value are involved. This is one way in which they have exceeded their
jurisdiction. '

(b) One other way in which they have exceeded their jurisdiction
is this. Section 7 defines a debtor, and they have taken cognisance of
cases in which the persons concerned are not always debtors within the
meaning of the section.

(c) Then again they are debarred from taking cognisance of cases
concerning mortgages with possession and they are dealing with cases
in which mortgages with possession are concerned.

5. Records Incorrect.—Again an allegation is also made to the effect
that even correct records are not sometimes kept.
- 6. Publication of Pamphlets.—It has also been reported that the
members have tried to popularise the blessings of these Boards by issu-
ing pamphlets which were kept in the office of the Board and were dis-
tributed freely among the agricultural classes.

7. Assets to Fictitious Creditors.—Another complaint is that avail-
able assets are given to fictitious creditors who are relations of the
debtors and the genuine creditors get nothing.

8. Creditors not Represented.—The creditors complain that they
are not properly represented on these Boards. It may be stated that,
with the possible exception of one Board, (but not Jhang) creditors
have their representative on each of the five existing Boards and the

v Government has given an undertaking that in the case of the extension
’ of these Boards to other areas, a real representative of the creditors will
be taken on each new Board constituted. This should allay all the fears
of the creditors.
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9. Members not Conversant with Law.—It is said that these Boards
are an anomaly on two grounds: firstly, because the object of these
Boards is to keep people from having their claims settled through a
court of law and secondly because these Boards are bad as the persons
who are appointed to serve on them are not conversant with the provi-
sions of law, and, therefore, they make mistakes which they should not
do. The Boards are authorised to decide cases up to the value of
Rs. 10,000. Cases of the value of Rs. 10,000 cannot in the regular course
be tried by a third class or a second class Sub-Judge. They have to be
tried by a first class Sub-Judge, a man of great experience. This criticism
is, however, based on misconception of the real functions of the Boards.
The Boards are not courts of law. Their sole function is to effect settle-
ment between the parties if such a settlement can be arrived at and if
after the best efforts, a settlement cannot be arrived at, then the parties
are at liberty under certain conditions and restrictions to go to a court
of law and have their claims settled there. The Board can in such cases
issue a certificate for the information of the Court that the settlement
could not be arrived at because of the unreasonable attitude of one
party or the other. Moreover, for the settlement of debts it is not always
necessary that persons conversant with law should be on the Boards.
All that is needed in such cases is that the persons who are appointed to

serve on the Boards should have commonsense, goodwill and sympathy
for the parties.

10. No Provision for Recovery.—It is said that this Act is not in-
tend‘ed sa much to help the debtor as it is intended to involve the credi-
tor into trouble and misery. There is absolutely no relief provided or
no provision made for the realisation of the amounts that are decreed in~
favour of the creditor. According to Section 13 of the Central Provinces
Act “if a debtor defaults in paying any amount due in accordance with
the terms of the agreement registered under Sub-Section 2 of Section 13
such amount shall be recoverable as an arrear of Land Revenue bn th(;
application of the creditor made within 90 days from the date of de-
fault”. But such a provision is non-existent in the Punjab Act.

One of the most important features of this kind of legislation in
other countries and in some Provinces of India also, has been, that
whereas it has been provided by law that in certain cas’es and by c’ertain
procedure debts should be scaled down, a provision is also made for the
recoYery of the balances of the debts. In this Act there is absolutely no
provision to assure the recovery even of the scaled down debts. This is
bec‘ause the ordinary law gives ample facilities for recovery. The coms-
plaint so far has always been that the law too much favours the creditor';

4
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Therefore no special provision for recovery of scaled down debts is called
for.

11. Restriction of Credit.—Those who have only lip sympathies
with the agricultural classes have taken a peculiar attitude in the case
of Conciliation Boards. Their claim is that they oppose the organising
of the Conciliation Boards not because they have no sympathy with the
peasant or that they have no sympathy with the debtors, but they oppose
them on economic grounds. They say that any measure that lowers the
credit of the peasant is not free from objection. The agriculturist,
according to them, needs money, and if his credit is lowered he will not
be able to get anything and he will be reduced to misfortune. These are
the arguments on which they base their opposition to the Conciliation
Boards. But every student of economics who knows anything of rural
finance, will at once point out that the high, cheap and uncontrolled credit
enjoyed by the agricultural classes in the Punjab has been their mis-
fortune. Therefore any measure adopted to restrict and control their
credit will ultimately result in their benefit. If the Debt Conciliation
Boards help in restricting the credit of the peasant, of which, however,
there are very little signs, they should be welcomed in the interest of the
masses. This restriction offers an opportunity to the Co-operative
Movement to extend its operations and this is a hopeful sign for the
peasantry.

12. Boards Ineffective.—Another line of criticism is that these
Boards cannot solve the problem of indebtedness of the peasantry. They
are only a palliative. Ineffective measures like this, it is claimed, will not
avert the great catastrophy. If the difficult and delicate problem of the
indebtedness of the masses is to be solved satisfactorily bolder measures
on socialist line are needed. The number of this school of thought is,
however, meagre at present. If the condition of the peasantry is not
improved soon, there is every prospect of this school of thought gaining
prominence. Their solution is the cancellation of all debts and also the
handing over of the lands and other tools of production of the big land-
lords and commercial and industrial magnates to the masses.

Money-lending Lawyers.—The Board does not allow the parties to
be represented by legal practitioners. This has antagonised the lawyers
and they have started a vigorous propaganda against it. The majority
of the lawyers of Jhang belong to the money-lending classes and a good
many of them are themselves carrying on money-lending and they have
a large number of their relatives engaged in money-lending business.
As this Board is affecting the practice of the legal practitioners, they and

6
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their creditor relatives in sympathy with them, have adopted a hostile
attitude against the Board. This is a short-sighted policy and the agit
tion is sure to die out in course of time. As a matter of f
evident that it is already on its death bed. The money-
carry on this propaganda very cleverly. On the one
the debtors, who are usually their clients,
any conciliation of their debt unless 90 per cent of it is written off by the
Board. On the other hand, they counse! the creditors not to acee ¢
thing less than the amount claimed and not to agree eve o
of interest and they assure them that if they adopt
full claims will be accepted.

a-
act signs are
lending lawyers
hand they advise
that they should not accept

pt any-
n to the reduction
firm attitude, their

The agitation against the Board is has i
sed on airy ar uments
the very problematic advantage which the opponents of theg Bosjs.sbof' v
the creditors can derive by the abolition of the Board, seve

It may be stated that even those, w : ins ar
tion Boards, do not object to them on E:ir?;ieplacg_almt the Debt Concilia-
agreement in regard to the underlying principle and admit that the exi
ence of these Boards is a source of advantage both to the deht s ZXISt'
crfedltor, A prominent member of the Punjab Assembl a:(; and the
‘IYImiste.r, \')vho vehemently opposed the extension of thesg Boardo‘nc'e'da

In principle, I approve of conciliation of debts and scaling d s
debts provided that some provision is made also for recoverr;rg bli)tw : fi
) nti

a provision is made for effective sy
pervision of the ;
Boards, they should not be extended turther,” working of these

They are in complete

It may be mentioned here again that y

vision for appeal or revision. No leg: it}

. . gal practitioner is allow ¢
before the Board without its permission. Al this is neces ‘?d " dppelir
a speedy and clear settlement of the disputes. Y o make

nder the law there is no pro-

Confidence of Creditors.—That the Jhang Board comm

fidence of the creditors is apparent from the ever-increasir:1 b the con-
applications received from them. The Board reccived ng nu¥1 be.r of
from debtors in January, 1937 and seventy by creditors. In ]?gf)) lcafxo?(s)
applications were made by debtors and 75 by creditors. In Xua.xlyth

number of applications from debtors was a little more. In May 332 lf
cations were made by debtors and 57 by creditors. In Shorkot Teh:ﬁ) in
the four months referred to above applications by debtors number 205 ;
while those by creditors number 208. ’

It is difficult to understand why the Board to which the number of

applications made by the creditors is more than those made by the |

debtors, is so adversely criticised.
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Complaint by Debtors.—Complaints from Panipat and Kahuta are
that the Debt Concilation Boards are working very sternly so far as
debtors are concerned. They say that the amount conciliated is much
beyond their capacity to pay. If these Boards had not been set up, the
creditors would have been forced to come to terms with the debtors and
settle the debts at much smaller figure. What now happens is that
instead of paying two to four annas in the rupee, the debtors have to pay
as much as seven annas, or possibly even more in the rupee. It is as-
serted that the debtor is in no case bound to agree. Therefore, if the
Boards do not settle the debts according to the wishes of the debtor he
can refuse to accept the settlement. This is true and for this reason
debtors are not wanting who have already begun to complain that the
Boards are working to their disadvantage and therefore should be
scrapped. The mild protest of the debtors “ save us from our friends” is
already in the air.

Extension of Boards.—Impatient critics have often criticised the Gov-
ernment for not extending the debt conciliation machinery to the whole
of the province. It is asserted that in most of the provinces the Act,
which allowed the constitution of Debt Conciliation Boards, is nothing
more than a dead letter. The plea has been advanced that the Govern-
ment ought to establish Conciliation Boards throughout the province.
The argument of lack of funds is dismissed by these critics light-
heartedly. Some even go so far as to say that more money should be
spared for Conciliation Boards by reducing the police force. They fur-
ther argue that economy should be effected in the expenditure on the
administration of Justice and the money thus saved. As already stated,
there are five Debt Conciliation Boards in the Province and provision
has been made for the establishment of 5 more boards in the year 1937-38.

The justification of the Government for not starting Conciliation
Boards in each district is the paucity of funds. Moreover, it was not con-
sidered advisable to rush through a measure of economic reform without
gaining practical experience on a limited scale. Now that the Boards
have been working for sometime and the Government and the people
have been convinced of their utility, their extension to the whole of the
Province is only a matter of money and time. It is hoped that, as money
becomes available, the Boards will be constituted in each district of the
Province.

The question of the extension of the Boards was discussed by the
Punjab Assembly in June 1937 and it resolved that “ This Assembly re-
commends to the Government that the number of Debt Conciliation
Board be increased in the Punjab.”
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Help by Co-operative Societies.—The question of giving help to the
Conciliation Boards by co-operative societies was considered by the
All-India Co-operative Institutes’ Association at its Standing Committee
meeting held at Patna in September, 1935 and the Committee suggested

the following methods by which Co-operators and Co-operative Societies
could help the Debt Conciliation Boards : —

(1) Co-operators know the economic conditions of the people,
particularly the members of the co-operative societics in particular areas.
When the Government went to select suitable areas for introducing the

experiment of Conciliation Boards, Co-operators can help the Govern-
ment in this task by their knowledge.

(2) Co-operators can help the Conciliation Boards by advice and
assistance. Where they are trusted in the villages they can give vahia-

ble assistance to the Board in arriving at a reasonable amount and me- -

thod of composition in inducing parties to agree upon it,

(3) Co-operators can guide societies in possible methods of debt
conciliation with their own member-debtors,

: . in order to set an example
to private creditors.

(4) Co-operators may encourage debtors, who are not plainly in-
solvent, to join societies. They can also help in the

. i formation of socie-
ties where none exist and where these societies can usefully extend cre-
dit to debtors.

(5) It is possible that managing committees of good credit societies
may be employed in bringing together debtors and creditors, whoge

case is before a Conciliation Board, and in inducing the creditors to com-
pound their debt for a reasonable figure.

(6) If members of co-operative societies bring their debts for con-
ciliation before the Boards and if they have not exhausted the limit of

their credit, societies will of course be able to advance them money upto
the maximum credit limit. y up

(7) If Debt Conciliation Boards are to be
work in close conjunction with Co-operative L,
This system has been tried in Central Provinces,
experience that the Debt Conciliation Boards with
Land Mortgage Banks, are not a very effective
necessary relief either to the agriculturist or to
bared to compromise his claim. Therefore the

can help the Debt Conciliation Boards by the formation of Land Mort-
gage Banks.

successful, they must
and Mortgage Banks.
It has been found by
out the adjunct of the
means of providing the
the creditor who is pre-

Co-operative Movement .
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Effect on Co-operative Societies—The Registrar of Co-operative
Societies in the Punjab in his Report for 1935 commenting on the effect
of recent Debt Legislation remarks that, “ There is general agreement
among officials in all parts of the Province that the effect of this Legisla-
tion has been to deter money-lenders still further from making advances
to agriculturists. Another effect has been to stiffen the rural debtor’s
resistance to his creditor’s demands even in many cases when he is quite
able to meet them, and this is so not only when the creditor is the money-
lender, but when it is debtor’s own Co-operative Society. One Assistant
Registrar goes so far as to say that whereas formerly to evade repayment
of debts was considered social degradation, it is now regarded as a matter
of pride. While I do not consider that this is an attitude which is at all
wide-spread, there is no doubt that in certain areas it exists and its
growth would be a real danger to rural societies. Nor is it suggested that
these are the only effects of the legislation that has been passed ; this can
only be judged when it has been in operation for a long time, and, in

particular, when the conciliation machinery has had time to start
working.”

“ The Indebtedness Relief Legislation which has been passed during
the year and the further legislation which is threatened have had the
effect of sending the money-lender still further out of business, so that
there is an increased demand for co-operative credit. In this lies both
an opportunity and a danger ; the danger is that a great majority of agri-
culturists who are thus deprived of their former sources of borrowing
have already exhausted their legitimate credit, if needed they have
already exceeded it, and their indiscriminate admission into societies

. or the formation of societies composed of such men as members would

be disastrous. It must not be forgotten that the new legislative mea-
sures, in so far as they increased the difficulty of recovery of debts, have
increased it for co-operative societies equally with private money-lenders.
Nevertheless an opportunity is undoubtedly afforded for cautious ex-
pansion which can and will be taken when adequate staff is available.”

The short experience of the working of the Conciliation Boards in
the Punjab has shown that fortunately they are not having any detri-
mental effect on co-operative societies. Dewan Bahadur K. V. Brahma
in his welcome address to the Berar Co-operative Conference held in
July, 1937 pointed out the adverse effect of Debt Conciliation Board on
Co-operative Societies in the Central Provinces and said: “It has be-
come fashionable of late, for some to compare our efforts at conciliation
with the efforts of the Debt Conciliation Boards and to decry us and the

.Co-operative Movement on that ground. In my opinion there can be no

comparison between the two. Even a little reflection would show that
there are limits, beyond which we cannot go. We have both creditors
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and debtors to deal with, namely, the depositors cannot be conciliated
unless we choose to go into nothingness.” Specially successful as Debt
Conciliation Boards are admitted to be in the Central Provinces and
Berar, their influence on co-operative societies has been very much to
the disadvantage of the movement. In the first place they have created
a demand for the scaling down of debts due to societies by their members.
It is forgotten that the extent to which this can be done is very limited.
In the second place members are with-holding payments in order to urge
the reduction of dues Iater. This attitude is the very negation of Co-
operation and calls for persistent teaching of the members of co-opera-
tive societies in the elementary and basic principles of Co-operation.
The Registrar of Central Provinces states that one of the reasons for
the low recoveries of outstanding loans by co-operative societies in recent
years has been the working of a large number of Debt Conciliation
Boards, “ the establishment of which was everywhere the signal of W't(;l
holding of payments by debtors”. It is painful to learn that the con1 t':
tution of the Conciliation Boards, which were organised to help the "
sant, should have affected the recoveries in co-operative socielt)i ’ II)eé-
hoped that this is a passing phase and when Conciliation B es;i -
well-established and their utility recognised by the agricultur(i):tz sthaerii
harmful effect on the recoveries of co-operative societies will disa,ppear.

The experience of the Central Provinces forcetully teaches th 1
son that co-operative societies should be excluded from the operati ° es;
Debt Conciliation Boards, as has very wisely been done in the Pu;?zli o

Mr. T. Adinarayana Chettiar in his presidential Addre t
Nellore District Co-operative Conference held in August 19;57 ) fthe
ring to the Debt Conciliation Scheme in Madras Presiden,c :i et
“While the intentions of the framers of the le v oad that
carrying out the scheme, some unsatisfactory fe
themselves. First, the machinery is costly.
lector and his Staff mean a large sum. Thes
help of village officers who, in their fear of ¢
superiors, use pressure and make parties a
there is occasionally a secret understandin t :
creditor behind the special officer’s hack. gszlfjgr;tzlse (?;g:;e;l o e
operative societies are “ conciliated ” with the result that the uet'to (1:0-
built up accumulations are swallowed up, thereby causin h Y
ings in the minds of the rest of the members.” § heart-burn-

atures are manifesting
The Senior Deputy Col-
e special officers seek the
ausing displeasure to their
gree to conciliation, while

SUGGESTIONS FOR IMPROVEMENT.

(1) Raising of Monetary Jurisdiction.

of the Boards is Rs. 10,000. Therefore so far only tenants

menials and

—The monetary jurisdiction -

gislation are good, in‘ft
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small peasants have taken advantage of the Boards. Thc middle class
agriculturists, who form the bulk of the population, are not in a position
to avail of the machinery provided by the Boards as their debts usually
are far in excess of Rs. 10,600. Therefore in their interest it is essential
that the jurisdiction should be raised to Rs. 25,600 in the beginning and
then Rs. 50,000 after some time. The limit in the Central Provinces is
Rs. 25,000. The Government has the authority under the Act to raise

the monetary jurisdiction to any amount.

(2) Abolition of the condition of the agreement of creditors owing
409 of Debt.—One of the conditions for granting a certificate under sec-
tion 20 is that a Board must be satisfied that creditors to whom not less
than forty percent of the debtor’s debts are owing have come to amicable
settlement with the debtor. This condition is unnecessary and has prov-
ed in practice harmful both to the creditor and the debtor. This induces
the debtor to avail of the opportunity provided by this provision and to.
include fictitious creditors in his list so that the required limit of 40 per
cent may be achieved. The creditors stand to lose because the payment
of their dues may have to be spread over a longer period. This provi-
sion has unnecessarily increased the work of the Boards. In the words of
Chaudhri Chhotu Ram “ this proviso was meant to humour and placate
money-lending interest, the fury of whose agitation seems to have de-
flected the course of this legislation to an undue extent. When a fair
offer, reasonably worthy of acceptance in the opinion of the Board itself,
has been rejected by a creditor, the case for the issue of a certificate is
complete, and no further condition is either needed or justified. But the
proviso to subsection (i) introduces a novel condition which will go a

* very long way to nullify the object of proceedings before a Board. There

is no such condition in the corresponding section of the Central Pro-
vinces Debt Conciliation Act. Sub-section (1) of section 15 of that Act
which deals with this subject simply says that “ where, during the hear-
ing of an application—any creditor refuses to agree to an amicable settle-
ment, the board may, if it is of opinion that the debtor has made such
creditor a fair offer which the creditor ought reasonably to accept, grant
the debtor a certificate.” Why the Punjab Legislature decided to add a
proviso which has the direct effect of amasculating the substantive sub-
section of this section can be explained only on the hypothesis that
political expediency outweighed the dictates of sound commonsense and
straightforward legislation. The task of persuading a money-lender
who is accustomed to driving a hard bargain at every step and whose
training in life antagonises his whole soul to fair dealing is hard enough
in all conscience. To insist that before a certificate can be issued, credi-
tors to whom not less than forty per cent of the total debts of the debtor
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are owing should agree to an amicable settlement is unduly to load the

dice against certification. Therefore the sooner this condition is
abolished, the better it will be for all concerned.

(3) Period of the Board.—The period for which a Board is appoint-
ed is usually one year at present. This period should be extended to
three years as is provided by law. A tendency is noticeable in certain
creditors to prolong the proceedings in the hope that the Board will not
be extended next year. If the Board is appointed for three years, the
attempt on the part of the creditors would receive a check and this’ will
increase the disposal of cases by the Board.

(4) Decrees: Power for Alteration.—As pointed out before th
ex-parte decrees obtained by the creditors are in almost all ca? N thei
result of fabricated accounts. It would be desirable if the Boaigz t
given power to look into the accounts of such decrees and alter atllx;;\

decretal amounts themselves or refer the same to the civil court for
revision.

(5) Notices on Post Cards.—Notices issued to the parties by the
Board are usually in closed covers. Some of the notices are refused
acceptance by the addressees, this being the case among the majorit
of creditors. It seems advisable if it is laid down that all such ni)tic d
be issued on post cards or in open covers so that the addressees mes
know, if they want to, what the notices are about. At present it ¢ 33"&
be presumed that the persons who refused to take delivery of the 2:20
did it with the knowledge that it was from the Debt Conciliation Boarcc;a

(6) Personnel.—There is no doubt that there is much to be desired. "«

in the actual working of the Boards and effective steps should be tak

to see that the main principles underlying the activities of th eB N iln
are effectively applied in justice and impartiality. It must ni boafr ;
gotten that the personnel of the Conciliation Boards is a matt 0 fe at
importance and every attempt should be made to ensure th o ok'great
the Conciliation Boards, both in action and in personnel, to :e:vzll; ‘znti °
inspire complete confidence, justice and impartiality. If, any Con c?r t‘ey
Board is not working properly, it should be set right. Thig d;el: :;

1. “The Punjab Relief Indebtedness Act” by R. B
. . B. (N ir) — ;
Chhotu Ram. It is the best commentary so far published. Tﬁ: 5;3( (ihaudhn
tains the Debt Acts of the Punjab, Central Provinces and United~ Province:esSo here

is an interesting and instructive “Preface” to the book, which serves as Thefl:“ ’
a use

background to the study of the subject. I have freely quoted from this book
ok,
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mean that the machinery of Conciliation Boards should be withdrawn or
should not be extended and applied to other districts. This piece of
legislation is an instrument whereby the oppression, which has been
practised on the pcasantry of the province, should be completely
climinated.

(7) DBut above all, as suggested by Mr. Ramadas Pantulu, Debt
Coneiliation Boards must be vested with powers to give awards binding
on the creditors and debtors. Attempts at voluntary conciliation will
not yield any tangible results. Therefore the law should be radically
amended so as to make the awards of the Boards binding on every credi-
tor and enforceable like decrees of courts.!

1. The information supplied by Syed Zahur Hussain Shah, BSe, P.C.S.,
Educational Assistant Registrar, Co-operative Societies, Punjab, Lahore has been
very useful in the preparation of this article and I take this opportunity to offer
my heartfelt thanks to him for his help.

7



RECENT MEASURES TAKEN FOR DEBT RELIEF IN THE
UNITED PROVINCES

By

Binp Basni Prasabp,
Addl. Civil Judge & Director, Central Co-operative Bank. Bulandshahr.

This province is predominantly agricultural. A grave situation was
created in it by the steep fall of prices in 1930. At once the income of
the agriculturist shrank. His capacity to meet the normal demands of his
liabilities e.g., rent and debt was reduced. At the

sure upon him for the payment of his dues increased. Under the law as

it. existed, the Civil and the Revenue Courts could afford little relief to
him and the coercive processes of law could be casily employed by the
creditors and the landlords against him. The poor agriculturist was
aghast. 'Ijhe whole cconomic fabric in the province api)eared to be on
the. breaking point. Many fore-saw a revolt and a disaster, if immediate
action was not taken to relieve the situation, ,

In this state of affairs, the Go
taken fall under two broad heads :
(2) relating to debts.

vernment stepped in. The measures
(1) relating to rent and revenue and

Rent and Revenue —Fir
reduced the rent pay
Rs. 42 crores and
Remissions continue

st by an execulive order, the Government
able by the agriculturists of this province by about
land revenue by about Rs.

proceed to describe them.

The U. P. Arrears of Rent Act No. 1 of 1931.
tenancy law, an agricultural tenant is liable to

tena ejectment from hig h
: old-
Ing In execution of a decree for arrears of rent. &

This Act provideg that

same time, the pres-

—According to the local t
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the ejectment of a tenant would not be ordered for arrears falling due
between the 1st. of July and 30th of June, 1931, provided that within
two months of the date of the decree the tenant paid 2{3rd. of it. Fur-
ther, it laid down that for the rent falling due between the 1st. July,
1930 and 30th. June, 1931, a landlord would not be competent to dis-
train or to sell the produce of holding for an amount exceeding 2|3rd.
of such arrears. According to the law then existing, the produce of
every holding in the cultivation of a tenant was hypothecated to the
landlord and he had a right to distrain it for rent that fell due within a
year previous to the distraint.

Aet No. 2 of 1931.—The threat of no-rent campaign alarmed the land-
lords. The ordinary legal process for the recovery of arrears of rent
was deemed inadequate. Hence as a measure of relief for the landlords,
this Act was passed. It provides that in case of any general refusal on
the part of the tenants of any local area to pay arrears of rent, rates or
cesses due by them to their landlords, the Local Government may declare
that such arrears may be recovered as arrears of land revenue and then
the Collector shall realise the arrears as land revenue. In this province

many agriculturists are petty landlords also. This measure could help
them also.

The U. P. Assistance of Tenants Act No. 8 of 1932.—By this Act, the
courts were given power to remit the arrears of rent for 1337 and 1338F
up to 25% of the amount due, if they found that the tenant was unable
to pay the full amount due and that his failure to pay was not deliberate,
subject to the condition that no remissions could be allowed in respect
of holdings in which remissions had already been made. It was also
provided that simultaneously with the remissions of rent, the land
revenue would also be remitted to the extent of 40% of the amount of
rent remitted. Formerly, no instalments could be granted by courts in
decrees for arrears of rent. By this Act, some power was given to the
courts to grant instalments and it was provided that no interest would
be payable for the period covered by such instalments. It was laid down
that if a tenant adequately explained his failure to pay the instalments
when due, the order of his ejectment from the holding would be can-
celled, if within 30 days of the order he paid up the instalment.

In the measures taken in connection with rent and revenue, the
Government and the landlord both shared the sacrifice, the former fore-
going about 1.14 crores of revenue and the latter fore-going about 4.2
crores of rent and consenting to the various legislative measures men-
tioned above. At that time, the legislature in this province consisted
predominantly of landlords and the Ministry was composed of them,
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Debts.—The Provincial Banking Enquiry Committee’s report had
already placed before the public ample material showing the state of
indebtedness of the peasantry. The total debt wag at the stupendous
figure of 125 crores of rupees. Ils onerousness increased with the fal.1
in prices, or in other words with the rise in the value of money. Tt was
perceived that the doctrine of laicses fuire in the field of private con-
tracts could not be allowed to operate frecly und that the State should
step in to relieve the agriculturist debtor, who was considered to kb(_\ th
weaker party in contracts. Such action as was possible under the ;
ing law was therefore taken first and then six Acts we
enforced from the 30th. April, 1933, to afford him re
ing in view also the reasonable interests of the creditors. E i
sales of landed property by Collectors (under Section 68 .C' .T@CUUOH
dure Code) were temporarily stayed by the Government Xl P%‘OCC-
tion was issued (under Section 61 C.P.C) exempting ()n;} thi r{lotl.ﬁca—
agricultural produce from attachment to enabje the ;{ebto; tlr(< of the
himself until the next harvest and to carry on his cultivation. > support

Broadly speaking, the underlying pripeint .
are to scale down interest of bothydlezzelc;l:l:;L;:(ictchni- T‘;‘CICU'C Jebt fhets
liberal instalments, to facilitate liquidation of (he ]iab'lt'ct' (?ang, to allow
bolders to afford the debtor the full value of their 11 ldlez of the land-
its pre_-slump rate, {o give him an incentive to make an‘ : Pmp@fiy "
to limit usufructuary mortgages, to save the debtors ffgomﬁt pa.yments,
methods of creditors, and o make the settlement of (; 'm ].e dxshon‘est
debts easy and less expensive. The five Debt Acts o .Sputes 'regardmg
porary Regulation of Execution Act; (2) The Ter;m (ol;e r_g) fhe_Tem-
Salses Act; (3) The Encumbered Estates Act: (4§) Tc; ?’Aég'ulatlor? Ofv
Relief .Act; (5) The Usurious Loang Amendment Act: amd g“cu“unSt's
culturls’fs’ Loans Amendment Act. The first three A, -tn (©) The A
and expired on 29-10-'36. They were emergency meastuie\:'ere temporary

ing three are permanent and will remain in force unti] y
epe

oxist-
re passed, and
lief from debts, keep-

The remain-
The Temporary Regulati £ ed.

rary Ihvegulation i .

all tenants and petty lindlords opasixne;urtllotn Act.—This Act applies to
annum as local rate, provided they are pure agriculturist

themselves only in agriculture and allied occupations, UnerSt}?'nd o age
the decree debts were dealt with. Any agriculturist against who1S Act only
stood could within a period of one year from the COmmencemr:: idicree
Act apply to the Court which had passed the decree or if th?; ;e the
was under execution, to the court in which the execution was pendci]:lef
to give him the benefit of the Act. To avail of the Act, the p;.chmi he:
condition is that he should deposit one-fourth of the, ‘ nary
application or within 30 days of it.

more than rupee one per

If he did so, the court was hound

) 3
decrce with the &

"
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to pass an order staying the execution proceeding and that the debtor
should pay the balance into court by annual instalments subject to the
following important provisions :—(a) If the rate of interest at which the
debt was incurred exceeded 24%¢ per annum, the total of the instalments
would not excced 409! of the amount due under the decree. This means
that the debtor would get a discharge by paying only 65% of the decree
and the balance of 35%¢ of the decree would be written off.

(b) If the rate of interest at which the debt was incurred is equal
to or is less than 24% per annum, the total of the instalments would not
exceed 50%% of the amount due under the decree. This means that 25%
of the decree was written off. (c) The number of the instalments could
not exceed 5; and (d) No interest would be chargeable on the instal-
ments.

Decrees of the following nature only could be dealt with under the
Act :—

(1) Those passed before the Act,

(2) Those ranging between Rs. 10 and Rs. 1,000 only.

Provided that the Local Government could by the notification in-
crease the maximum limit.

The Act was not applicable to decrees in favour of a Co-operative
Credit Society, decrees passed on the basis of contracts whereby a culti-
vator promised to supply sugarcane or any other agricultural produce
in consideration of an advance of money made in order to enable him to
carry on the operations necesary for the production thereof, and to
decrees dealt with under the Encumbered Estates Act or under the Agri-
culturists’ Relief Act.

Cultivators paying income-tax could not avail of this Act.

The Temporary Regulation of Sales Act.—The object of the Act
was to regulate the sale of agricultural land in execution of Civil Court
decrees against agriculturists. It applied to all who paid land revenue
or a local rate. It was limited to those decrees which were passed in
respect to loans taken prior to the Act. Execution sales of agricultural
land are conducted in this province by Collectors. The Act empowered
the Collector to determine the pre-slump value of the land sought to be
sold and to give the decree-holder the option of—

(a) Taking so much of the agricultural land as might be equal to
\'the value of the decree. The value of the land was of course to be cal-
culated not at the market rate but at the pre-slump rate;
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(b) Having the sale postponed till November 1, 1936; or ~

(c) If the decree-holder chose neither of the above two courses,
then having the decree realized by sale of so much of agricultural land,
as represented in value at the pre-slump rate equal to the amount of the
decrec. If at such a public auction the sum realized did not fully satisfy
the decree, then the rest of the decree was written off.

The Act did not apply to a mortgage decree sought to be executed
by sale of the mortgaged property in the hands of subsequent transferces
who had taken the transfer subject to the mortgages.

The Encumbered Estates Act.—This Act applies to all landlords
paying a local rate of more than rupce one per annum. It enables them
to liquidale all their liabilities. It is an optional measure. The landlord -
wishing to avail of this Act may apply to the Collector that the benefits k
of the Act may be applied to him. After preliminary examination of
the application, the Collector sends the application to the Civil Court

which determines the assets and liabilities and ranks al] the debts in
order of priority as follows :— .

(1) Debts recoverable under the Tenancy Act and Land Revenue
Act.

(2) Public debts due to the Government and to a |
creating a charge on immovable property.

(3) Secured debts.

ocal authority

(4) Debts due on account of goods supplied or services rendered,
(5) Unsecured Debts.

.=

The Civil Court then sends its findings in the form of decrees to the
Collector for execution. In determining the debts, the Civil Court has
to observe the following provisions in awarding interest :—

(a) The amount of interest held to be dye on the date of the
application shall not exceed that portion of the principal which ma
still be found to be due on the date of the application. This is a modiy

fied application of the rule of damdupat that i i
' ! prevailed in thj
in the past his country

(b) The rates laid down in the Usurious Loans Act will be appli-
cable.
(c) The U. P. Agriculturists’ Relicf Act shall not a

. ly t .
ceedings under the Encumbered Estates Act. PPy to the pro
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It may be noted here that by the acceptance of his application under
the Encumbered Estates Act by the Collector, the landlord petitioner
gets a certain protection and also incurs a certain disability. All execu-
tion proceedings against him are stayed at once. No fresh suit or other
proceeding, except processcs for ejectment for arrears of rent, can be
instituted against him. He cannot without the sanction of the Collector

transfer any property by way of exchange, or gift, or sale, or mortgage
or lease.

The Collector on receipt of the findings from the Civil Court, pro-
ceeds to liquidate his liabilities. The procedure before the Collector is
cumbersome. Its main feature are as follows :—

1. Creditors themselves have no right to execute the decrees.
Everything is in the hands of the Collector. Indeed the Act provides
that for the purposes of execution against property outside the United
Provinces, the decrees passed by the Collector shall be deemed to be
decreed in favour of the Collector.

2. It affords facility to the debtors to pay up the liabilities, It
allows liberal instalments.

3. It tries to save the landed properties as far as possible.

4. 1t allows pre-slump rates for the properties of the debtor. It
saves the landlords from the effects of the fall in the value of the landed
properties. The rules framed by the Local Government prescribe stan-
dard transfer multiples for different areas and they range from 20 to 70,
meaning thereby that the Collector would transfer the properties at so
many times the net pre-slump profits of the property.

5. Tt provides maintenance allowance and residential house to the
indebted landlord and his family with due regard to his position.

6. The future interest on the debts are substantially reduced. Its

rate is determined by the Local Government and shall in no case be
higher than 4% 9% per annum.

7. The debts are discharged by the Collector in the order of priority
as given above.

8. Due regard will be paid to agricultural calamities in modifying
the instalments initially determined.

Briefly, the Collector on the receipt of the finding follows the fol-
lowing procedure :—

He gives two months’ time to the debtor to pay the liability. If on
the expiry of this period the debtor does not pay up the full amount, the
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Collector proceeds to liquidate the amount first by realising the value of
the debtor’s properties other than land, leaving to the debtor at lZ:s‘txe N
residential house and the necessary furniture therefor. o
ceeds so realised do not suffice to liquidate all the dues,
son agrees to pay the amount still due and to take a
condition that the balance of the dues would be paid o
him, the Collector shall grant him such a mortgage.
be made of not more than 34th of the landed property
such a mortgage is not possible, the Collector sh
period of which will not be more than 20 yvears a
will be realisable as land revenue. The Loecal Go
to assume charge of the estate of any debtor, w
the payment of instalments. In case instalment
shall give bonds to each creditor at a rate not exceedi 10
Collector has also power to transfer landed property n8 k. The

The instalments have been declared o be charge o
debtor.

If the sale pro-
then if any per-
mortgage on the
ff in 20 years by
The mortgage can
of the debtor, If
all fix instalments the
nd the said instalments
vernment has the power
ho has made defaults in
s are fixed, the Collector

at pre-slump rate, -
n the estate of the ~

A large number of proceedings under thig Act
in the Civil Courts and very few of them have go f
owing to the fact that several notices have to be ig
at intervals laid down by the statute, and all this

are pending at present
ar gone to the Collector

sued by the Civil Courts
takes time,

The Agriculturists’ Relief Act.—This is by f
debt Act and is being extensively taken advant
main features are :—

ar the mogt important
age of by the people. Tts

1. It regulates the rate of interest .
agriculturists after 31-12-1929. Statutory i(:‘;ett)lfe igfebx:ces tlrflcurred by the
unsecured loans have been separately laid down. 1t vszi;'ior ?ecured and‘%P
612 per cent per annum in the case of secured loans and 149;: i’om 915 ¢ ;
per annum simple in the case of unsecured loans. The 0' 0 per cefu )
the case of loans of lesser amounts. The Loegl Gov rate is higher in
empowered to vary the rate from time to time b ePrtx‘ment. has. been
Gazette, and as a matter of fact the above rates hany bzs ;f}ﬁi:i?n in the
er lower-

ed since the introduction of the Act
v the L,
per annum. ocal Government by 1%4%

2. The courts so far usually allowed 6%
rest in decrees. Now, the Local Government
future interest in decrees. The present rate
ernment is 3% % per annum.

Per annum as futyre inte-
bhas taken the power to fix

as fixed by the Local Gov-

. 3. Tt allows reduction of interest ae
in decreed loans and the indebted agricult

urist can
the amendment of the decree accordingly aPply to the court for

cording to the above rate even |
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4. It allows liberal instalments both for decreed and undecreed
loan. They are usually to be spread over four years, but in the case of
agriculturist of larger means they may be spread over 15 years.

5. It gives an incentive to prompt payment. It provides that if the
debtor repays the loan within two years or the stipulated period of the
loan, then an unsecured loan shall bear the rate of a secured loan.

6. It saves the agriculturists from the dishonest methods of the
money lenders by prescribing that the money lender shall maintain
accounts in a certain form and annually supply every debtor a statement
of accounts. TFailure to comply with this, results in the creditor forfeit-
ing costs of the suit and interest for the period for which he did not sup-
ply the debtor with the accounts.

7. Tt provides a speedy procedure for the redemption of mortgages.

8. It saves to the agriculturists some expenses relating to the execu-
tion and registration of bonds. In schedule 5 of the Act a much reduced
scale of stamp duty, registration fee and copying charges are laid down.
This has been done to encourage that the loan transactions may be sup-
ported by good evidence.

9. It affords facility to the agriculturist to settle his dispute and
repay his loan by conferring on him a right to sue the creditor for
accounts or to desposit in court any sum not less than Vith. of the amount
due for the payment of the creditor.

10. It fixes a limit for the execution of decrees by sale of agricul-
tural produce. In no case shall a decree passcd by a Civil Court be exe-
cuted against an agriculturist by attachment and sale of agricultural pro-
duce after a period of 4 years calculated from the date of the filing of the
first execution application.

Provided that the period during which more than Vith. of the judg-
ment debtor’s holding has been sublet or during which he has suffered
an agricultural calamity shall be excluded from the period of 4 years.

Provided also that, when instalments have been granted, the period
of execution allowed shall in respect of each execution, date from the
day on which the instalments fall due.

11. It brings justice within easy reach of the agriculturist, as it
provides that suits for the recovery of unsecured loans against him shall
be instituted in the court within the local jurisdiction of which, he
resides. Until now, the law was that a creditor could sue either where
the loan was taken or where the defendant resided.

8
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12. It limits usufructuary mortgages and provides that it cannot <

last for more than 20 years. On the expiry of this period, the mortgagee

must deliver back the property to the mortgagor free from all encum-
brances.

13. It provides certain penalties for creditors, if they are found
guilty of certain dishonest methods.

The Usurious Loans Amendment Act.—This Act is of general appli-
cation and applies to all debts and all debtors whatsoever,

The two important amendments that it makes in the old Act of 1918
are that (1) it is now obligatory, and not discretionary, for the courts to
reduce the rates according to the Act and (2) it prescribes maximum
and minimum for secured and unsecured loans. It lays down that a
court shall deem a rate excessive if it exceeds 127/ per annum in the
case of secured loans and 24% per annum in the case of unsecured loans
and shall not deem it excessive if the rate does not exceed 7 and 9 per
cent per annum according as the loan is secured or unsecured respecti-
vely. The discretion of the court thus slides between 7 and 12 per cent

per annum and 9 to 24 per cent per annum for secured and unsecured
loans respectively.

The Agriculturists’ Loans Amendment Act.— This Act amends the
Agriculturists’ Loans Act of 1884 and empowers the Government to lend
money to agriculturists not only for the relief of distress, purchase of
seed or cattle and improvement of land, but also for the payment of
existing debts and the purchase of rights in agricultural land.

Effect of the Debt Acts on Co-operative Movement.—The word
as defined in the Agriculturists’ Relief Act excludes lo
Co-operative Societies. Societies are therefor
of many of the provisions of the Act.

Toan’
ans advanced by
e saved from the operation

There is one provision, however, which doe
banks. According to section 9 possessory mortgages cannot operate for
more than 20 years. If ever, therefore, any land mortgage bank takes a
usufructury mortgage, it should be careful to see that it
so much as, together with the interest, can be repaid fro
profits of the mortgaged property in 20 years.

s affect land mortgage

advances only
m the average

While directly this is the only provision in this Act which affects
Co-operative Societies, indirectly it influences Co-operative Societies to
a great extent. In the awards passed under the Co-operative Societies g
Act, the future interest usually allowed in this Province is from 9 to 12%
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and no instalments are fixed in the awards. When a debtor finds that if
he had borrowed from an ordinary money lender, future interest in the
decree would have been only 3% % per annum and he would have
obtained liberal instalments from courts, his loyalty to the Co-operative
Society is bound to be weakened.

In this province there are many societies which charge 15% per
annum as interest. The graduated scale of interest prescribed by the
Agriculturists’ Relief Act lays down 1334/ per annum as the maximum
rate permissible at present. The societies should come in line with the
statutory rate; otherwise the members will slowly leave the socie-
ties. I notice that a large number of societies in this province have, in
fact, reduced their rate of interest after the passing of this Act. The
instalment system prevalent in the societies also requires reconsidera-
tion.

The fact that agricultural produce can be secized only for 4 years is
also bound to affect the awards obtained under the Co-operative Societies
Act and executed through Civil Courts. Agricultural produce is the
main source from which the societies realise their dues from their mem-
bers. Societies should, therefore, limit their advances to the members.

The Encumbered Estates Act affects the societies prejudicially, be-
cause it allows 4%% per annum as the maximum future interest.
Societies work mostly with borrowed capital and pay usually 99 per
annum as inferest. If future interest is cut down to 4% % per annum,
then obviously the society will suffer a loss.

General effects of the Debt Acts.—While the above Acts have
afforded some immediate relief to the landlords and agriculturists, they
have rudely shaken their credit. Creditors are now very reluctant to
advance money to them. They have lost faith in the sanctity of contracts
and even of decrees. They fear that any day their debts might be
written off or reduced by the Legislature. Credit is indispensible in
agricultural operations. The Acts solved only one aspect of the problem.
The other aspect is to afford reasonable facility for productive credit, and
for this little has been done as yet. In my opinion, extensive organisation
of credit and marketing societies is urgently called for and for this pur-

pose sufficient funds should be placed in the hands of the co-operative
department.



DEBT RELIEF IN CENTRAL PROVINCES *
By

Dr. P. J. THOMAS,

University Professor of Economics, Madras.

The Government of the Central Provinces was the first in British
India to concert measures for relieving the heavy burden of rural
indebtedness resulting from the world economic crisis of 1930. In 1932
that Government drew up a scheme of debt conciliation and early in 1933:
legislative sanction was given to it. Since then other Provinces and
certain Indian States have taken similar action, and in many cases the

scheme in operation in the Central Provinces was adopted with, of course, *
) b

modifications to suit local conditions. The debt relief experiment in the
C. P. therefore deserves the closest study at this juncture

The Rural Economy of the Central Provinces—In orde
stand the nature and working of the doht reliof measure
Central Provinces, a knowledge of the land tenures

r to under-
s taken in the

\ : and rural conditions
of that province is essential. The principal tenure in vogue in the C. P

(f"‘s distinct from Berar) is the malguzari, and 26,827 out of the 36,151
villages or 72 per cent are under that tenure, whilst ryotwari ace 1’1 Jt
for only 2,972 villages or 8 pcr cent of the total. But, of the 21 94(2) (?98
acres of land under malguzari, only 35,752,834 acres ’(or about’17, r
cent) are cultivated as home farm (Sir or khudlasht) whilst the fee;t

;Os held in tenancy right. Of the tenancy land, nearly 90 per cent is held .
y occupancy tenants and are not transferable. Even if we consider |

the whole occupied land (22 million acres), 15 million or nearly 70
per cent of it is inalienable. Indeed malguzars have power to tr]C y i

their malguzari rights, but the occupancy tenants have no ri I?Itls ei
transfer except to co-sharers and certain heirs, and their land caﬁn i 1;)—
used as security for loans, although takavi advances form a char : te
Occupancy land cannot be attached or sold in execution of decrgeee Onblé
for arrears of rent the tenant may be ejected by a revenue court s,Asua
result, the great majority of the agriculturists of the province ha';ze onl

such credit as their standing crops, their cattle and their movable prosi
perty will command. No wonder that of the total debt in 1928 only 27
per cent was ‘secured’. The greater the risk the higher the rate of

* Certain portions of my article on the same subject in the Madras University;

Journal (Jan: 1935) are incorporated into this paper.

&

>
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interest. The average rate is 24 per cent with a penal stipulation of a
higher rate—usually 37 per cent in case of default, which is common.

In Berar, however, the bulk of lands is under ryotwari tenure and is
transferable, and therefore the debt is largely secured. In 1928, secured
debt formed more than 60 per cent.

Debt Conciliation in Earlier Days.—During the economic depression
resulting from the great famine of 1897-1900 and after, Government
carried out a scheme of debt conciliation in six districts. The total debt
conciliated was Rs. 240 lakhs of which Rs. 155 lakhs was remitted. The
beneficiaries were mostly tenants. The conciliation proceedings were
conducted by panchayats presided over by Government officers. Debtors
and creditors were collected together in villages and they signed agree-
ments consenting to abide by the decision of the conciliators. The paying
capacity of the debtor was taken into account and easy instalments were
fixed for repayments, the period being fixed at 5 to 10 years in the case
of tenants and 15 years in the case of malguzars. Six per cent was
allowed in the case of overdue instalments. A good deal of irrecoverable
debt was written off, and according to some accounts ‘a very large pro-
portion of the debis conciliated was irrecoverable ’, but a material relief
was given to debtors. The creditors seem to have soon repented of the
wave of generous enthusiasm that swept over the country, and their
exactions became more rigorous afterwards. However, there was no
contraction of credit due to this measure. In Betul, there was a tem-
porary withholding of credit, but wiser counsels soon prevailed and
matters went on as before.!

The Origin of the Debt Conciliation Boards.—The Debt Conciliation
Act of 1933 was a result of the bold generosity of the Government of
Central Provinces and it was ably piloted through the Council by Mr.
(now H. E. Sir Hyde) Gowan, then Revenue Member. The opposition
came chiefly from certain representatives of the people, who suggested
a proper enquiry. ‘If you see your house on fire’, asked the Revenue
Member effectively, ¢ will you enquire into the causes before you put
the fire out ?2 The bill became law in January 1933 and came into force
on Ist April. Two Conciliation Boards were established in July 1933
(Khurai in Saugar District and Seoni in the Chindwara District). Since
then, 46 Boards came into being. Five of the Boards completed their
work in 1935 and 1936. At the beginning of 1937, there were 43 Boards
working. The Boards are constituted of non-officials working in an

1. See C. P. Banking Enquiry Committee Report.
2. Council Proceedings, 19th January, 1933.



392 THeE Inp1AN Co-OPERATIVE REVIEW

hon-orary capacity, the chairman being an officer from the executive
or judicial service. The Act originally provided for only f{ive members,
but as the work imposed a heavy strain on the members, the Act was
amended and the strength of the Board was increased to 9% It is
interesting to note that several money-lenders have volunteered to
become members and are taking a keen interest.

The Procedure of Debt Conciliation.—Debtors or creditors may
apply to the Board, but only debtors who do not owe more than
Rs. 25,000 may apply, as the law stood. The application must con-
tain particulars about the parties, the amounts owed to each creditor, the
property owned by the debtor, and so forth. On receipt of the applica-~
tion, the Board fixes a date for hearing the application. If after examin-
ing the applicant, the Board is convinced about the desirability of a settle-
ment, a notice is issued to all the creditors to submit an account of the
debts owed to them. If a statement of debt is not made in time, such
debts are deemed to have been discharged. The cre :
mit his books and documents for inspection.
to make an amicable settlement, summoning witnesses, if necessary. If
the creditors to whom 40 per cent of the debts are owing agree to a se'ttle-
ment, an agreement is signed setting forth the terms. The agrecment is
then registered under the Indian Registration Act, In any proccedings
before a Board, parties may be represented by agents authorised fign

writing, but not by legal practitioners. Law
. . vers therefore ha
in the conciliation system. ve o place

ditor must also sub-
The Board then endeavours

If a debtor defaults in paying the instalments according to the agree-
ment, such amount may be recovered as arr

application of the creditor, but if the Dep
cover such arrears, he will certif
ment will cease to subsist.

ears of land revenue on the

y that it is irrecoverable, and the agree-

If a creditor refuses to agree to an amicable settlement. on the t
considered by the Board ag reasonable, the Board may gran’t the d b:rms
certificate in respect of the debts owed by him, and if the credit ethor -
after sues the debtor in the civil court for the recovery of the sor etr}?-
court will not allow him any costs in the suit, or interest on the Iame’f :
the date of certificate not exceeding 6 per cent. If after the re oiasi?rat'ter
of an agreement, an unsecured debtor sues for the recovery ofgthe i‘lell(;?
any decree so obtained will not be executed until ajl amounts payablé
under the agreement have heen paid off. Civil courts are prohibited
from entertaining suits in any matter pending before a Board, and pro-

3. See Central Provinces Gazette, 16th March. 1934,

uty Commissioner fails to re. -
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ceedings pending before a court are suspended, and cannot be revived
until the Board has dismissed the application.

Inclusion of Co-operative Dcebt and Landlords’ Rents.—There was
at first great opposition to the inclusion of co-operative debts in the scope
of debt conciliation. It was feared that the inclusion would ruin the co-
operative movement by causing a run on the deposits in the central
banks, and non-official co-operators stoutly opposed it. The Registrar of
Co-operative Societies held on the other hand that co-operative debt
should be included, because (1) conciliation must comprise the entire
debt, if it is to be effective; (2) the exclusion of co-operative debt would
cause a grievance to private creditors; and (3) the conciliation of co-
operative debt would stimulate the process, already initiated, of writing
off bad debt. It was also pointed out (4) that if co-operative debt was
not included, the debt owed to private creditors would become like a
first charge on the ryot’s annual income. Even otherwise, moneylenders
have a virtual charge on crops by seizing produce at the threshing floor,
but when conciliation is effected, the co-operative society will have to
wait till all other creditors are paid off. By allowing conciliation, pro-
vision could be made for co-operative debt in the agreement, along with
other debts, and if the debtor’s land is sold, the society could get a share
of the proceeds. However in the end it was decided to include debts
owed to the Co-operative Society, but subject to the previous approval
of the Registrar of Co-operative Societies. The wisdom of this decision is
doubtful. It is now thought by many that co-operative debt must be
altogether left out or be included like all other debts, no debtor claiming
a privileged position.

Another question which created some comment was whether rent
should be excluded from the purview of the Act. It was argued that as
land revenue was paid from the rent received by the malguzar, it would
be unfair to allow rent to be cut down. But in reality the arrears of rent
which landlords complain of are really arrears of loans advanced by them
to the tenants. Usually, the landlord lends money to tenants, but when
rent is paid such payments are taken towards arrears of interest or princi-
pal, and rent is marked as in arrears. By doing so, the landlord could
effectively threaten the tenant; for the latter could be turned out if rent
was in arrears for three years. Therefore rental arrears have been treat-
ed in a special manner by the Board, and in many cases they have insist-
ed on applicants paying their rents before applying for debt conciliation.
If rent had been excluded by statute from the operation of the Act, a
good number of the cases that have come for settlement would have
heen dismissed, and the Debt Conciliation Act would have been of little
real help in relieving agricultural distress.
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The Working of the Boards.—Five of the Conciliation Boards in the
Province completed their operations by the close of 1936, and we are now
in a position to review their working and the results achieved. At first,
the Boards found it difficult to attract clients. At Seoni, threats of
sowkars and fears that no more credits would be available made
debtors reluctant to approach the Board. But soon the nature of
the debt settlement came to be known widely, and applications flowed in.
For a time there was such a rush of business in the Conciliation Board
Office that petition-writers and gadivallas, pan-vendors and tea-sellers
swarmed the place and gave it an appearance of a village fair. I had
cecasion to visit the place in 1934 and I found it throbbing with activity.

Of the total number of applications made to the Board, about 20 per
cent in Seoni and more than 30 per cent in Khurai, had to be rejected,
either because of want of jurisdiction or bhecause of the obstinacy of
debtors. In some of these cases, subsequent events showed that the
obstinacy was foolish. Of the cages considered, the largest number ended
in full settlement, and in a good many cases, certificates were issued

d
under section 15 (1). The following table will make the position clear :

- -
q!t)l > +=2 o 8 ‘CODIJ " b
Name of Board. 879 “&5'8 §-§ g &% QS%'U
“E 52k cxy  Ex &%
O' 0 | Ejj £8 9 o & SR
= %o <g a 0o Z 5o
Z ° a, = g
Rs. Rs.
Kurai. 1,693 16,07,275 8,36,849 48-3 901
(July '33—Jan. 35.)
Seoni. 3,326 48,08,999 26,04,905 465 542
(July "33—July. 35.)
Mekhar. 2,461 38,19,733 26,55,622 335 164
(June '34—July 36.)
Kelapur 482 15,49,125 10,25,518 33 218
(Jan: ’34—Febh. 36.)
Narsinghpur-
Gadarwara. 3,866 57,63,370 25,22,166 56 1,304

(April "34—Dec. 36.)

Taking the work of all the Conciliation Boards, 46,537 cases, involv-
ing an amount of Rs. 5:63 crores, werc settled till the end of June 1937.
That amount was scaled down to Rs. 2:93 crores; in other words, as

)

/

much as 48 per cent. of the total debt has heen remitted, Thug the Lot

debt burden of the Province has been lightened by nearly one-half.
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Remissions have been largest in the case of unsecured loans (simple
money claims), and least in the case of secured loans (Mortgages). Thus
in Seoni, the remission in the case of mortgages was only 37:2 per cent
while in the case of simple money claims, it was possible to scale them
down by about 50 per cent.

Creditors holding mortgages and decrees were found reluctant to
accept settlement, because they have a sheltered position under law.
Whether they come into the agreement or not they can claim and obtain
their pound of flesh. Only those secured creditors who had filed their
suits in court or who had applied for the execution of decrees were
affected by the Conciliation Act; for, Section 21 suspends all such suits
and legal proceedings, and prevents their being revived till the regis-

~ tered agreement ceases to subsist. The Act does not bind the hands

of other classes of secured creditors—i.e., those who had not filed a
suit and those decree-holders who had not instituted proceedings. They
are not bound by the provision in Section 15 (3) which compels un-
secured creditors who have not come into the agreement to wait till
the amounts payable under the agreement have been paid. Indeed the
Board can grant a certificate under Section 15 (1), but it only means
that the creditor will not get the cost of the suit and that
interest will not exceed 6 per cent after the date of certificate. This
cannot have any strong deterrent effect. As for the creditor who had
already obtained his decree, the certificate does not affect him, and
he is free to exccute the decree in defiance of the agreement. Thus
a large section of creditors has no incentive to come into the agree-

ment.

The reluctance of the secured creditor to come into agreement has
been somewhat reduced by an amendment of the Act. According to the
original Act, when a secured creditor entered into an agreement, his
mortgage lien on the assets of the debtors would be extinguished and thus
his position would be little better than that of unsecured debtors ; but
after the amendment if a secured debtor joins an agreement his mort-
gage lien would subsist until the amount due to him has been paid or
the property has been sold for the satisfaction of such debt.

At Seoni, and to some extent also at other places, it was found
by experience that the scheme of conciliation and repayment by instal-
ments suited only cases involving comparatively small sums. Large
claims, specially mortgage claims, cannot be satisfactorily settled in this
way. If the conciliated sum could be repaid immediately, the
creditor would agree to large remissions, but if repayment is to be
made by instalments ranging over many years, such remissions

9
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would not be made. Therefore it was found by experience that the ™

best method of settling large claims was to transfer a portion of the
mortgaged property. This would enable the debtor to start life afresh
and under more favourable circumstances than if he was encumbered by
large annual payments to be made to the creditor, In 759 of the
mortgage claims settled at Seoni, this method was adopted /In some
cases, claims had to be settled by the transfer of village shares ' Of course
the debtors were unduly reluctant to give up land, but the‘f ’
ones agreed to it. Those optimistic debtors who insisted o
their land will soon have a bad time, unlesg prices rise in fut

ar-sighted
n keeping
ure.

In a good many cases, repayment is out of the duestion and in-
solvency is the only proper solution, but most agricultural debtors would
not resort to it willingly. It would be desira
Boards to declare a debtor insolvent with his permission.

Provision for Repayment—The crux of the conciliation arrange-
ment is the provision for repayment. If a suitable mode of ge
could be shown, creditors would agree to large remissions Iregf\yment
tral Provinces, Government undertakes to collect instwlrr; tn }(f Cen}:
the Revenue agency. This provision caused many’n;is en s, throug
outset, but in practice it has not worked too badly Inglé/mg? E'lt thle
ments have been, so far, fairly regular and only .in 2 eoni, msta(i
Government to put through the coercive procoss of ew cases ha
Khurai, collection was difficult in 1934, because the c TOC}(:very. In
damaged in that season, Instalments have 1 rops have been

But, a more suitable agency for repayment i
bank. With a land mortgage bank prepared to ad
ciliated sum to the debtor, the creditor would
Further, a land mortgage bank has the necess
carrying on transactions lasting over a lon
out on business lines. Therefore land mortea

) S gage banks my
with conciliation boards if the best results are to he obtasitxgslla};;)ersz:

the efforts of Government to speed up the establishment of these banks

vance the whole con-
agree to liberal remissions.
ary technical equipment for

In the Central Provinces, several land mortgage banks (about 10)
have been started, but, so far they have not been able to do much. Man
bersons are unwilling to resort to them, partly because of the entrancye
_fee and valuation charges and partly because of the fear of a serutiny
Into their assets and liabilities. In order that these banks may be useful
;l:s n?%ﬁated p::lymen-ts due from the borrower must be such as to be founci

€ year's net income, but this will not be possible unless the period

ble therefore to empower -

s the land mortgage; )

~
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of repayment is longer than 20 years. Even in Madras, where interest
rates are low and where the land mortgage banks have been functioning
longest, re-financing has been proceeding slowly and only a little over
Rs. 1 crore has been advanced by these banks. If work must proceed
rapidly, special provisions must be made for it, under direct Government
supervision and control.

Restriction of Credit.—When the debt conciliation system was being
devised, there was a wide-spread fear that the measure would create
a sense of insecurity among moneylenders and that rural credit would
thus break down. But such fears have been lately falsified. No doubt
there has been a restriction of credit: ryots are now unable to borrow
freely for celebrating marriages and other feasts, and this is a very
welcome development every way. For financing agricultural opera-
tions, however, ryots have been able to borrow, and there is no evidence
of any difficulty in this matter. On the other hand, the agriculturists who
have been freed from debt are now able to borrow on more favour-
able terms than previously for productive purposes. Some of the more
enferprising moneylenders have been adopting the methods and terms
of land mortgage banks, with a view to expanding their business.* This
is no small credit to the few land mortgage banks of the C. P,, in spite
of their having worked only for a short time. But this is largely due to
the Debt Conciliation Boards which have taken off the load of rural
debt or relieved its burden considerably. The debtors are now able
to meet their obligations by spending a much smaller proportion of their
incomes and therefore their spending power has largely increased.

It is too early to estimate the success of the debt conciliation

~ system in the Central Provinces. Considering the fact that conciliation

is on a voluntary basis, the success achieved may be regarded as credit-
able. But it is well to remember that conciliation of debts is only the
beginning of debt settlement ; it remains to be seen whether the repay-
ment would go on properly. Further, the majority of applicants have
been persons harassed by creditors. A large proportion of debtors have
not applied to the boards and in a good many cases conciliation has failed.
In 1928, the total rural debt of the Province was Rs. 36 crores. Assum-
ing that it has gone up by one-half since, hardly a tenth of the total debt
has come under conciliation. If debt settlement is to proceed rapidly,
the boards must be given fuller powers. The Bengal and the Punjab
Acts have gone farther in this respect, and their results must be care-
fully watched.

4. See Rao Bahadur M. G. Deshpande’s address 1930 and 1936 extracted in the
Indian Co-operative Review, Vol. 11, p. 712,



398 THE InpIAN CO-OPERATIVE REVIEW

Other Measures to Relieve Indebtedness.-—The Government of the Z*
i

Central Provinces have also carried out legislation to regulate mone
lending and to keep interest rates under control. )

() The Usurious Loans Amendment Act, 1934.—The Usurious
Loans Act of 1918 has given the courts power to rcopen transactions
and cut down interest if (1) the rate of interest is excessive, and (2)
the transaction substantially unfair. But both these conditions are
essential for interference, and it is left to the discretion of the courts
whether to interfere or not. The result has been that most courts have
not interfered, save in very exceptional circumstances. Law is inten-
sively conservative, and many lawyers and judges will appeal to the
sanctity of contract, even if injustice to a party is patent. The Usurious
Loans (Central Provinces Amendment) Act of 1934 is meant for
" strengthening the hands of law courts in meting out justice
of the Act empowers the courts to interfere '
stantially unfair or if the rate of interest is e
ditions need not be fulfilled. Not only does it empower the courts, b
compels them to interfere, as is clear from the substitution of tl1 " uci
‘shall” for ‘may’ in Sub-section (1) b of Section 3 of the I dl'e ‘XO‘Y
The exact level beyond which the interest rate may be deemed . ; ‘Lt'
is left to the discretion of the court, but interest will be de e deXC%Sl.V ©
if it exceeds 12 per cent on secured loans angd 18 per cente I::: ui)s{g:zsrﬁ

For future loans the Provincial Government may order that co d
interest in excess of 10 per cent is excessive. mpoun

if the transaction is sub-

(1) The Central Provinces Moneylenders’ Act 1934
aims at controlling moneylending in the Province ’ -
been made for the maintenance of accounts by mone.yle
supply of statements thereof to debtors,
admit the correctness of such accounts.
suits regarding loans is laid down.,
cognized : interest in future is not to
apply to past loans also, with certaj
may be paid by instalments.

—This Act
Provisions have

The procedure of courts in
The principle of damdupat is re-
exceed the principal, and this may
n reservations. Decretal amounts

(iit) The Central Provinces Reduction of Interest Act 1936.-—The
object of this Act is to protect landlords and tenants paying’ reve;1ue or
rent not exceeding Rs. 5,000 (a) by reducing rate of interest on loans
contracted between January 1917 and January 1930, in respect of the
period after 1930, (b) by reducing the rate of interest on loans contracted

5. In certain parts of the C. P. 40
to agriculturists,

Clause 2- .

xcessive ; both these con-

nders and for the -
but debtors are not bound to ™"

per cent, is the average rate of interest charged” i

r~
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after 1930 till such time as may be found necessary,® and (c) by limiting
their credit so as to check the tendency to incur improvident loans. Thus
not only are the burdens arising from the slump sought to be relieved
but an attempt is made to prevent future accumulation of debt by laying
down that claims which are above a prescribed multiple of land revenue
or rent will not be recoverable by judicial proceedings. Such restriction
of credit seems essential in the present circumstances.

(iv) The Central Provinces Protection of Debtors Act, 1937.—This is
intended to protect debtors from molestation and harrassment.

The above Acts are expected to relieve the debt burdens of those
who have not approached the conciliation boards either by ignorance or
by fear of moneylenders. Of course, laws for curtailing interest rates
can be circumvented in many ways, but that is no reason why such legis-
lation should not be carried out.

Measures are also being taken to increase the number and enlarge
the usefulness of land mortgage banks. Rural uplift is a keenly discussed
subject in the Province. Consolidation of holdings has been proceeding
steadily these last few years, and Mr. M. L. Darling admitted that the
C. P. was not far behind the Punjab in this respect.’

Conclusion.—It is clear that the Government of Central Provinces
has tackled the problem of rural debt in right earnest. The success of
the conciliation system is already perceptible. The results of the other
measures cannot yet be estimated, but it is certain that they will exert a
powerful influence in keeping agriculturists free from debt. Although

. economically not in the front-rank of Indian Provinces, the C. P. has

lately shown great vigour in combating rural debt and has achieved
greater success in this respect than any other province in India.

6. For sums below Rs. 5,000, compound interest is not to exceed 7% per
cent, and simple interest 10% (secured debt) and 15% (unsecured debt). The

* rates are slightly lower in the case of sums above Rs. 5000.

7. Indian Legislative Assembly Debates, 24th September, 1936.



DEBT RELIEF MEASURES IN MYSORE
By

Y. SREENIVASAIYA,

Advocate, Mysore.

Of the Regulations enacted by the Government of Mysore with the
main intention of giving relief to Agriculturists, the Usurious Loans
Regulation (No. 9 of 1923) gives powers to courts to deal with usurious
loans of money or in kind, to any debtor whether he be an agriculturist
or not. The Government has reserved the power to exclude any area
class of persons or class of transactions from the operation of this regu:
lation. Whenever the court has reason to believe that the rate of inte-
rest is excessive and that the transaction was, as het
thereto, substantially unfair, it may reopen the transaction, take account
between the parties, and relieve the debtor of al liability’ in res tunf
any excessive interest. Lven where there is an a D
to close previous dealings and to create new o
invested with the power to reopen any account
the parties and relieve the debtor of all liability j
sive interest ; and even ask the creditor to refun
ceived. The court can set aside either wholly or
entered into between the parties.
Judge to decide whether the interes
and the judge is directed to take int
it appeared to the creditor at the d
secured, the court has to give greater relief to the
wise. In considering whether a transaction was unfa
is directed to take into consideration the necessities

time of the loan so far as they were known or must be taken to h
been known by the creditor. In considering whether in‘cerestnis0 e
sive, it ie directed that the court shall take into account any aufxce:-
charged or paid whether in money or in kind for expenses, in ;?irrless
fines, bonuses, premia, renewals or any other charges, and if’corgpoun(i
interest is charged the periods at which it is calculated.

ween the parties

greement in purporting
bligations, the court is
already taken between
n respect of any exces-
d the excess he has re-
in part any agreement
It is left to the discretion of the
t is excessive or not in each case;
o consideration the risk incurred as

debtor than other-
ir or not, the court
of the debtor at the

e o

‘This regulation is thus applicable to all debtors whether poor or rich
whether agriculturists or non-agriculturists, whether possessed of the’
means to pay the debt or devoid of any means at all. The discretion
vested also is such that the judge has power only to red

of interest, but not to grant time sufficiently long to the debtor to dis-

ate of the loan. If the debt is well

uce the amount®
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charge the debt without losing the secured or other property. Except in
cases where the rate of interest is very heavy the relief obtained by the
debtors in the majority of cases is very meagre.

The Regulation which was enacted next was the Mysore Agricultu-
rists’ Relief Regulation (No. 18 of 1928) whose object is to relieve agri-
cultural classes in Mysore from indebtedness. It is applicable only to
those areas to which it is extended by the Government. At present the
Government have extended its operation to the whole of the State. It
is not the intention of the legislature to give relief under this Regulation
to the rich amongst agriculturists, but only to the middle and poorer
classes, i.e., to persons who ordinarily engage themselves in agriculture
and whose income does not exceed one thousand rupees per annum. In
cases where an agriculturist gets an income from other sources, he gets
the benefit of this regulation if the income from the other sources does
not exceed five hundred rupees per annum. This enactment gives a
number of privileges to the agriculturist debtor. The Court is em-
powered to give him time up to eight years and in some cases even
longer periods to discharge his debt and that too in annual instalments.
His agricultural land cannot be sold unless the arrears amounts to two
or more instalments. He is exempt from arrest and imprisonment in
execution of a decree for payment of money. When the amount claimed
by the creditor is disputed, the court is empowered to take an account
from the commencement of the transaction, reopening any agreement
entered into in the interval purporting to close all prior accounts, And
even when the creditor has taken a fresh bond consolidating a prior debt
with accrued interest, the court is empowered to reopen the transaction

- and consider as the principal, only the amount lent originally. In fact

the court prepares a statement of accounts putting towards the principal
amount only the sums actually lent by the creditor and setting off the
sums paid by the debtor first against the interest due and the surplus, if
any, against the principal amount. The court avoids compound interest.
It generally allows the contract rate of interest except when it considers
it to be unreasonable, in which case it has the power to fix the rate of
interest payable by the debtor.

The creditor has certain obligations to fulfil while dealing with an
agriculturist. He has to maintain accounts. He has te furnish a pass-
book to the debtor, and tender him receipt for money paid by him whe
ther he demands a receipt or not. An agriculturist is entitled to g
a statement of accounts once a year from the creditor. (
when he files a suit against an agriculturist, should producge

#hal ndi&be

. *+
4
Y
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proceeded with if he fails to produce, when directed by the court, a certi-

fied and verified extract of accounts he h intai i
: as maintained of his deali
with the debtor. 1 o e

The rigours of the General Law are relaxed in certain cases in
favour of the agriculturist. He has been given the right to adduce oral
evidence to vary the terms of a written agreement, whether registered
or not, even when the terms are alleged to be contemporaneous. He is
given the right to prove payments towards a decree out of court even
after the lapse of the period of limitation. In the case of suits for re-
demption, he is entitled to obtain a decree for redemption though the
debt is not fully paid. He can obtain a decree for redemption even
when the time fixed in the bond for repayment has not arrived. He i
entitled also to pay the decree debt in instalments in a redemption ‘lts
In the case of such a suit the court can pass a decree prescribing thatSltlli‘.
mortgagee shall remain in possession of the property for a ter i
years and appropriate the yield towards the full satisfaction of his clm' 0
The period of limitation has been doubled in the case of mone al'm‘
Thus a suit on a bond against an agriculturist can be filed witi'sult's.
years if it is unregistered but twelve years if it is registered. s

An Agriculturist does not get the benefits of this Regulation ;
suit for rent except when, having sold or mortgaged the 1a admn o
taken it back on lease from the vendor or the mortgagee 7, he has
he is sued as a trespasser or for damages he does not s
benefit of this Regulation. ¢

So also when

. em to get the
It is only in suits arisi :

s sing out of expres -

tracts where courts can pass a decree for payment of mone}lf) tel:as\tcfc)}r:

e

agriculturist gets the advantages provided for him in the Regulatio
n.

The aim of the legislature in i i
passing this regulation is i i
to prevent eixpropriation of the lands of the middle an;iascjerb‘lnous,
amongst agriculturists, to protect them from the fraudulentpor ¢ N as'ses
' oerc!
actions of the money lenders who may exploit their ignorance illiteralc‘;f:
b ’

or credulity and take unfair advanta i i
o ge of their unavoidable need for

It is enacted that all suits under this Re i X
original suits. Thus the trial will not be su ri‘ii‘;’z illf:ui:l[(li b‘?tt“ed as
nature triable by Small Cause Courts. The parties therefsm s of the
right of appeal in all suits to which the Regulation applies o;"i gt}a%: the
lation applies to suits where even only one amongst the def'endaxft egu-
agriculturist and therefore the rest, whatever their occupation or s is an
may be,also get the benefits of the Regulation. . means

Agriculturists do not look upon the Regulation as a boon Fo 144"

though they appreciate the benefit conferred upon them as regards the
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discharge of the existing debts, their chances of raising future loans are
curtailed because the creditor who lends on personal security to an agri-
culturist has got no chance of recovering it by any coercive steps since
the latter cannot be arrested nor his land sold for the discharge of the
debt, until he commits default for two consecutive years. The Regula-
tion originally protected all immovable properties of the agriculturist—
whether lands or houses—from being sold away in execution of a decree.
Latterly, the law has been amended so as to exempt immovable proper-
ties other than the agricultural land from the operation of this Regula-
tion, as well as empower the court either at the time of passing the decree
or subsequently during the execution of the decree, to demand for suffi-
cient causes shown by the plaintiff, security from the debtor for the
decretal debt, and if he fails to furnish the said security, to proceed to
attach even his agricultural lands. As the law stands at present the

" position is as follows : —

(1) When immovable property whether agricultural land or not is
mortgaged under a registered bond the creditor can enforce
his security against the debtor, and sell the land.

(2) and even if there has been no security created under an agree-
ment, if the debtor fails to furnish the security ordered by the
court, his immovable property including agricultural land can
be attached and reserved so to speak to be sold in satisfac-
tion of the decree if he commits default in respect of two or
more instalments.

The chances of unscrupulous agriculturists alienating their lands and

»-frustrating the creditor from realising the fruits of his decree have been

thus reduced, if not eliminated.

The most recent addition to the list of laws enacted for the benefit
of the agriculturists is the Debt Conciliation Boards Regulation No. VI
of 1937. In this Regulation provision is made for the establishment of
Debt Conciliation Boards to relieve agriculturists from indebtedness as
it is found expedient to give such relief by amicable settlement between
them and their creditors. The Government may establish a Debt Con-
ciliation Board for any District or part of a District. It shall consist of
a Chairman and two others, who shall generally be appointed for a period
not exceeding three years and reappointed after the expiration of the
said period for a further period not exceeding three years. The debt
of the agriculturist who can take advantage of this Regulation should
exceed one hundred rupees. The debtor or creditor can make an appli-
cation to the Board for the settlement of the debt, provided that when
the debtor’s application is pending no creditor can make an application

10
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of his own. The application should he made to the Board within whos&:

territorial jurisdiction the debtor resides :
blished within that area, then to the B(.)a
his immovable properties are situated, If
than one Board, they shall all he transfer
posal.

The debtor should affirm in

rd within whose jurisdiction
applications are made to more
red to a single Board for dis-

his application th i
. . i at he is unable to pay
his debts, and should furnish particulars of hig debts with the descrip-

jclon of tbhle creditor.s as well as the particulars of both his movable and
g;:r;;zﬁ eBil;op?he; It rgsembles an insolvent’s application for adju-
d mention th w] en the CI“'EdltOI‘ applies for the settlement, he has merely
o 1 the place of residence of the debtor and the particulars of his
aim against such debtor. The Board, after oxamin'p tifu ?ri’t r, if
ble to attempt to effec omant botwe

statement, duly verified, of de

creditor fails to submit lglséduset :toe r;};enr:x b3;1 .the debtor.
deemed for all purposes and all occ;si is  debt
duly discharged. The Board is empOWeregnS’t to .

as regards the amount of the debt, and it ° 4 tf’k.e evidence
point will be binding on the parties. In the eng lt}Sl Beclsmn on the
schedule of the creditors, and of the assets and liabiliiiesO:frfhzrgp;t:es a

ehtor.

an 50% of the total amount of the
micable settlement with the debtor,

If any
shall be
have been

If the creditors to whom more th
debtor’s debt is owing, come to an gz

- ment shall not be valid, so far as the debts
without the prior written approval of the
cieties. An agreement thus entered int
days from the date of making thereof. If
c}}:arged owing to the failure of the cre
the prescribed period, is however revived e
civil court after the agreement has been Snfel:'}e}srir?ti tx}:thBoard or the
creditors, the agreement shall stand cancelled. ’ some of the
A secured creditor who does not a
Board, shall not have his rights to proce
affected in any manner.

of the society are concerned,
Registrar of Co-operative So-
o, shall be registered within 30
a debt deemed to haye been dis-
ditor to file his statement within

gree to this settlement of the
ed against the secured property

The properties of the debtor which are

under the Civil Procedure Code shall be left to the judgment debtor

1]
i

ye

or if there is no Board esta- '
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‘ree from any liability for his debts. No creditor shall be allowed more
‘han twice the amount of the principal amount. If no amicable setile-
ment is arrived at within twelve months from the date of the application
the Board shall dismiss the application. When the debtor fails to pay
according to the terms of the agreement, the Deputy Commissioner is
empowered to recover it as arrears of land revenue provided that the
application is made to him within ninety days from the date of default.
When the Deputy Commissioner fails to recover the dues in full, he
shall certify as to the extent to which it has been irrecoverable. There-
upon the agreement ceases to subsist. However the balance due at the
time of the Deputy Commissioner’s certificate shall be recoverable as if
it were a decree passed by the civil court on the date of certificate of the
Deputy Commissioner.

When any creditor refuses to agree to an amicable settlement, the
Board shall consider, taking the surrounding circumstances into conside-
ration, whether the offer is fair ; and.when it is satisfied that the offer
made is fair, which the creditor cught reasonably to accept, it shall grant
the debtor a certificate in the prescribed form. If the creditor sues the
debtor in a civil court for his debt in respect of which a certificate has
been granted, the court shall not award costs to the plaintiff, nor allow
any interest exceeding 6% per annum on the principal sum from the
date of the certificate. If the creditor with reference to whose debt the
certificate is granted is an unsecured creditor, he cannot realise from the
property of the debtor the amount of his decree until the debts com-
prised in the agreement are fully realised.

The civil court has no jurisdiction to entertain suits in respect of
any matter pending before a Board, nor question the validity of any pro-
cedure or the legality of any agreement made under this Regulation.
Similarly it cannot entertain suits regarding debts payable under an
Agreement entered into under this Regulation, or for the recovery of
debt deemed to be discharged under any of the provisions of the Regula-
tion. There is no appeal or revision against the decision of the Board.
But the Board may review an order passed by it, if an application is
made within ninety days from the date of the decision.

Unlike the Co-operative regulation, this regulation allows legal
practitioners to appear for a party before the Board with its permission.

Applications can be made to a Board even as regards matters pend-
ing decision before a civil court. Under such circumstances the pending
suit shall be suspended till the application is disposed of by the Board.

The Government have wide powers to frame rules for the working
of the provisions of this Regulation. The Government have not yet
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framed such rules nor have they established any Boards so far. It is’

not, therefore, possible to describe how the Regulation has been working.

There is another measure, namely, the Land Mortgage Banks, adopt-
ed to relieve the agriculturists, who are unable to discharge their debts
without selling their lands or other properly. The Central Land Mort-
gage Bank raises debentures with the prior sanction of the Government
which guarantees both the principal and interest of the debentures.
Loans are advanced to discharge their prior debts though it is permissi-
ble to advance sums to improve the land. At present loans are advanc-
ed by the Central Bank, to the primary land mortgage societies, all of
which are members of the Central Land Mortgage BaLnk ; and the p’rimary

societies, lend in their turn to the individuals who are their members.
The loans advanced are from Rs. 500 to Rs. 5,000

i repayable in 25 annual
instalments. Thus the very poor amongst the ag

form a large proportion have no opportunity of getting the relief from
the Land Mortgage Banks. Government is considering the recommen-

;atiogoof the Co-operative Committee to reduce the lower limit to
s. 300.

The interest charged on the loan is 8% which is very heavy. The
debtor pays annually 9-6-0 for every one hundred rupees borrowe(.i for a
period of 25 years and thereby discharges the debt in ful] The rate of
interest at 8% being very heavy the societieg are not so p;) ular as they
were expected to be, and the percentage of defaulters is i:cr _5 It
is expected that there will shortly be a reduction of the rate ofe airslltr;%;?St

The Government wants to popul
subsidises them in the earlier stages,
to meet a proportion of the working
gage Bank also.
scheme is not like
desirable.  The

arise these institutions. Hence it

) expenses of the Central Land Mort-
Till the rate of interest is substantially reduced, this
ly to develop as much and as fast as is required and is
scheme is still in an experimental stage

These several enactments are mere palliatives
the evil day of expropriation of the lower and midd
unless their income from lands and other sources s
How to do it is the problem that has been engagin
the Government and the public.

which merely put off
le class agriculturists,
ubstantially increases.
g the attention of both

griculturists though they -

It advances a grant money annuallys
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CO-OPERATIVE IDEALS AND ACHIEVEMENTS
By

K. C. RamakrisHNAN, ML.A,,
University of Madras.

The strength of any movement depends to a large extent on its ideals.
An idealist does not mind when they are realisable or whether they have
any injurious effects on certain sections of the community, at any rate
in the transition stage. A distant goal of a classless society has been
enough inspiration. It is the vision of a co-operative commonwealth—
where all private profit will have been abolished and all business will be
done by associations of consumers, voluntarily organised in co-operatives
or compulsorily organised in state or municipal bodies—that has evoked
the energy and enthusiasm of many a leader and sustained the loyalty
of many a member in the consumers’ co-operatives in the West, parti-
cularly in Great Britain. The movement has developed an ideology of
its own, which ardent members find it hard to modify in spite of the
recognition of limitations to co-operative enterprise. It is this faith, as
much as practical and immediate gain, that has built up the big edifice,
while the many social and educational activities have cemented the
loyalty of members.

The ideals of the founders of the flourishing agricultural movement
have never been so radical. The dreams of Robert Owen and his disci-
ples in Europe and America who founded land communities, where all
the workers were to govern themselves and share the proceeds of jointly
owned and cultivated land, were doomed. Not one land community has
survived. Nor have the attempts of the English and Scottish Co-operat-
ive Wholesales to farm lands of their own in the British Isles been at all
successful, though there is yet no frank avowal of the difficulty of direct
tillage of the soil by a consumers’ organisation. Raiffeisen who founded
the credit movement in Germany, the Danes who first set up the modern
co-operative dairies, the Irish leaders who organised both credit and
dairies, the farmers of the New World who were the first to succeed in
the co-operative sale of fresh produce—none of these looked for a silent
transformation of economic organisation, for a change in the ownership
of the means of production or in the control of it as the leaders of the
consumers’ movement did. The rank and file of members, except per-
haps in the New World, were small peasant proprietors each with a stake
in land and opposed to the idea of merging individual rights of property
in a co-operative community of ownership and production as envisaged
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by Robert Owen. Though these agricultural co-operators were by no
means ‘ conscious socialists’, it was absurd to decry them as ‘ a capital-
istic ring of individual producers’. British co-operators’ views have for
long been coloured by the existence in Britain of big farmers and landless
labourers and they seldom think of peasant proprietors. But the basis
of co-operation, or a fundamental assumption held in Ireland and in most
European countries has been that the ubiquitous small-holder was in
dire need of co-operation. Indeed small-holding has been encouraged
everywhere as an economic and social ideal to be aimed at, generally at
the expense of larger estates. Co-operation has heen recommended as a
sequel to small-holding. The famous formula of Horace Plunkett—
Better Farming, Better Business and Better Living—was really intended
for the small-holders created by the Gladstonian land legislation of 1881.
The most remarkable attempt in recent times has been that of Czecho-
Qovakia. The big farmers that continue arc not, however, debarred from
joining co-operative societies. They are indeed encouraged in non-credit
societies. Farmers, small and big, only act in self-defence

. : when they
co-operate to do away with middlemen’s profits.

Co-operation in India was inaugurated by the State. Horace
Plunkett is reported to have said that co-operation in India is not so much
a movement as a governmental policy. This policy was at first confined
to the supply of credit facilities to persons of limited means carrying on
agriculture or cottage industries. Administrators could not be aggress-
ive and therefore would not indulge in the talk of elimination of money-
lenders. This was left to non-official propagandists. Nor could they
assume the role of prophets as people’s leaders alone could do. They

could not promise a new world for would-be co-operators. Indeed the .

colleagues of Nicholson in Madras were not so impressed with the evils
of moneylending or the boons of co-operation that they gave a cold
shoulder to his recommendations. A Famine Commission Report and

Curzon’s Government were required to take up the scheme. The

advance was cautious and was not to embrace other activities than credit

It is strange that British civil servants in India did not think first of the
co-operative store movement which was so flourishing in Britain and did
so much good to the poorer classes, The Triplicane Urban Co-operative
Society, founded a little prior to the Act of 1904, had to have a credit
branch tacked on to it for the purpose of registration. India was perhaps
thought unsuitable soil for the store, so successful among industrial
working classes in Britain. But early records show little evidence of
any interest in co-operative stores for urban or rural areas or of supply

and marketing societics—though Denmark, Germany and Ireland had/”

already achieved world-wide reputation in these latter spheres.
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Mr. L. D. Gaurmans of the Malayan Civil Service writes in his study
of Co-operation in India and Europe: “ The Englishman in the East is
probably more ignorant of co-operation than most other Europeans.
With the exception of Consumers’ Stores, which do not appeal to any
great extent to the educated classcs from which the British official is
largely recruited, co-operation in Great Britain is little developed. The
ordinary Englishman is apt to know little of its other possibilities and is
less conversant with the co-operative organisation of agriculture than the
German, the Dutchman or the Dane.” Horace Plunkett complained
“ British co-operators do not understand agriculture. British agricul-
turists do not understand co-operation.” Even to-day the British far-
mers seem to favour the control of milk distribution by a semi-public
body like the Milk Marketing Board, in preference to any scheme of
voluntary co-operative marketing and to hanker for subsidies much to
the annoyance of the consumers’ co-operatives. Agricultural co-opera-
tion except in respect of supply of farm requisites has not found in Britain
a congenial soil. It is indeed to the experience of other European
countries that we have to turn to develop agricultural co-operation. Even
in respect of consumers’ co-operation, for which in spite of all the difficul-
ties experienced in the past we believe there is ample scope for develop-
ment in urban and industrial areas, while a study of British co-operative
methods and technique might be of great use to us, British co-operative
attitude in the matter of inter-trading with agricultural co-operatives
is not one that can command allegiance in our country.

This subject of the relationship between Consumers’ Co-operatives
and agricultural organisations has received special attention in the report
of the recent American Committee on Co-operative Enterprise in Europe.
It is stated that “It is in Britain that the poorest working relationship
exists between agriculture and the consumer co-operatives, who have
consistently opposed the Government farm marketing schemes, which
are farmer-controlled as tending to create ¢ a farmers’ monopoly,” which
is only ‘ modified capitalism’.” One can understand their chafing against
quota restrictions which have raised food prices and subsidised unecono-
mic culture like the beet sugar industry. But they would not, in the
past at any rate, tolerate co-operative concerns of farmers processing
their produce. They set up a number of creameries in Ireland, bacon-
curing factories in Denmark in wasteful competition with the agricultu-
ral co-operatives. They have large flour mills and dairy farms and some
of them still profess their policy to be ‘to go as far as possible in con-
trolling our own sources of supply.’” But for the fact that they have
burnt their fingers in the purchase and running of extensive farm land,
they would insist on cultivating the crops required, There is only a
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slow recognition of the truth that “farming is by nature a family enter-
prise and can best be conducted on an individualistic basis.” In fact
there appeared to be a rapprochement between the two Si(ies as evi
denced by some financial help given by consumers’ co-operatives to a ri:
cultural and the joint ownership of processing plants in some cases Rila
tions would have been better perhaps but for the extra : i

. , ordinary protec-
tion given by the Government in the marketing scheme Y protes

S.
The relationship between the organisations
cultural producers is decidedly better in other Eu
farmers are as a general rule much better orga
as marketing. For instance the American Committee say that in S d
Consumer Co-operatives are ‘ studiously friendly to farme “} Vc‘;e -
from them whenever possihle and help them with financ rs, and buy
some difficulty over the question of processing of milk e. ;
partly to rigid government control of prices. -
being negotiated. In Switzerland there is little ¢
federations (V.SK. and V.O.L.G.). They buy jointly and buy £
other, There is a joint milk distributing company, each uy. rom each
cent of stock. There is an agreement that no new s’tore Wovslfglgg 50 per
where the other has already one. They have a joint arl(;ilt t'e opened
for settling disputes. In fact in Switzerland consumers’ ration bo.?rd
is less a class movement than in any other country. In Finl(:o-;peratlon
groups are said to look upon the co-operative movement asan the two
lessening the spread between the prices realised by the farma meens ?f
by the consumer, which is therefore of mutual advant o and paid
labour had nothing but sympathy for the farmer working 2ie‘1angrb?:

France best relations are said to i i
prevail in the reg;
Charente Country. Said the Man, egion best known, the

price is not a price that permits the producer to star
been made permitting interlocking directorates whic
relations between the two sides. In Czechoslova
differences of outlook, the two groups are repor
other harmoniously and with close collaboration.

of consumers and agri-
Topean countries, where
nised for supply as well

There was
meat, due
But an agreement was
onflict between the two

ve” A new law has
h might lead to better
kia, in spite of sharp
ted to deal with each

All this is heartening indeed. There is hope that in th I
tional Co-operative Organisations, where British consumers 1 e nte]rna-
naturally dominated, these countries where the two gmup; :f“’f so long
tors have established better relations between themselves will zﬁ) pera-
weight and work for a more harmonious relationship. The Inteprnatisg:gla
C?-operative Alliance has for some years past set up an important com-
mittee to go into the question of inter-trading bhetween the two groups

A report has been already made and another is awaited. The talk of

ocialics . > . .
socialising agriculture, carrying 1t on extensively by a co-operative con-

ager of a consumers’ society “ The best .
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cern of consumers or workers, may still proceed especially in lines where
there is an obvious economy and ample scope for the utilisation of machi-
nery. The collectivist farmjng in Soviet Russia has arrested the atten-
tion of every one and has led to the revising of notions on the virtue of
self-sufficing family farms. It is doubtful if large scale factory farming
will be the most economic unit except for a few grain crops. Rice cul-
ture, at any rate, on which countries in the East depend so much can-
not be responsive to large scale treatment. Much less will horticulture
or poultry or even dairying respond. Nor, as a sympathetic writer,
Mr. G. D. H. Cole, says, “ could such kolkhoz farming be superposed
on the quite different agricultural tradition of any Western country—
or where the main body of cultivators consisted of homestead farmers or
peasant owners with a ‘stake in the country’.” India where individual
peasant economy has taken strong root is in the same category. It would
be a thousand pities if the countries with well organized consumers’
societies still coqueted with the idea of consumer control of agriculture,
instead of dealing with them on equal terms.

Consumers’ co-operation has no doubt been gaining ground in
all countries and attracted a larger proportion of their population within
the co-operative fold—ranging from 25 to 50 per cent of total population.
But the percentage of 1otal retail trade captured by co-operation is yet
quite small, because of the low purchasing power of most members. It
is only 12 per cent in Great Britain, where 50 per cent of the people are
said to be co-operators. It goes up to 30 per cent in Finland and Czecho-
slovakia ; it is much lower in other countries. On the other hand agri-
_cultural co-operatives in most countries have gained enormous ground

~and but for the depression and tariff restrictions would weild very great
influence. In Denmark, according to the American report, producers’
co-operatives control 85 per cent of export bacon, 49 per cent of export
butter, 83 per cent of imported fodder, etc. In Finland co-operative
dairies manufacture 95 per cent of butter supply ; egg societies handle
38 per cent of export. In Switzerland co-operative dairies control
90 per cent of milk production. The semi-monopolistic position thus
acquired by producer co-operatives must offer the consumers food for
reflection and help reconsideration of their ideals and policies.



TWO VILLAGE BANKS
A CONTRAST IN CHARACTER AND LEADERSHIP
By

F. B. Wacg, 1.C.S,,

Registrar, Co-operative Societies, The Punjab

ot lso.zsr:uch tl];lk has .been spilt and so much emotional rhetoric has been

o ofo?h e s}lb]lict (;f (‘;he difficulties of the zamindar during the
e agricultural depression that a few indi

: ' \ epre w indisputable figures

illustrating economic tendencies in actual villages must necessarily gbe of

interest, °
in d.tst ‘TI.lese figures are taken from the records of two co-operativ§ )’
edit societies working in villages in which economic conditions are aSy

1‘:;3}31; ;shr;a{) be i;ilentical. .Both are in a canal colony (the type of area
Which has O?enl ardest hit by the depression), both are within fairly
casy xeach o a large market town, the average quality of land and the
hdgin;or};z eatuxl;es alée much the same. The average size of cultivated
r member of society is also similar, j
: , just under 40 acres i
) : S iIn oneé
f:;e and.35 5 in the ot.her. One important difference, however. is that
: Zre.as g}x the }first }slomety the leading members are full owners,of their
and, in the other the majority of member i
) : . s hold their 1a i
(ho.rse—breadmg) conditions as Government tenants. This ;js ng 2?)11‘1‘;'1::
an important bearing on the credit enjoyed by these men 'I ill b‘;
seen .the?t the zamindars in both villages have holdings f or thn
provincial average. The object of this article is notA
general economic situation in the Province
between developments in similar and neighb;
what lesson can be drawn from that contrast

ar larger than the

uring villages, and to see

& ghe-ﬁft society is allarge one; five years ago its membership was
ut it has been steadily dropping and the number i 128. The
members. are original inhabitants of the tract, under the 1lse n; . hi -of one
Zi the chlef men of their.tribe. It was founded in 1928 anail :}I;Z ::embers
thscteh :tgrted b.orrowmg heavily, so that three to, four years later
Roen e ¢ r(:pl:;?l.on began, they already owed their society a total of
1 - 38, addition t.o debts of Rs. 26,990 to other creditors. The fol*
owing table shows their progress since that date : —
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Unsecured
Debt
Year. ebts owed to debts outside Total.

the society. the society

Rupees. Rupees. Rupees.
1931-32 38,975 26,990 1,04,366
1932-33 39,566 52,150 1,01,703
1933-34 38,230 66,136 65,965
1934-35 36,647 65,052 91,716
1935-36 35,483 64,906 82,389

to demonstrate th/é"j
but to point a contrast ™

The average debt per member has increased from Rs. 395 five years
ago to Rs. 644 at the present time, the increase being, however, entirely
in the debts owed outside the society. It will be seen that though their
debts to money-lenders increased enormously during 1932-34, during the
last year there has been a substantial reduction of these debts, and this
is undoubtedly due to settlements by mutual agreement. The arrears of
interest due from members to their society have reached the formidable
figure of Rs. 9,528. The society has accumulated no funds for distribu-
tion to its members and although it decided on a retrospective reduction
of its rate of interest, hardly any members benefited thereby as they
were already so heavily in arrears with their payments. Their rate of
interest on new loans is still 93 per cent, though in fact no new loan
business can be undertaken. The society’s owned funds are practically
non-existent. There are 7 members of the Managing Committee and of
these four owe Rs. 27,193, practically the whole of this enormous sum
being owed by three members of a single family, the biggest landlords
in the village. The President of the society is the head of this family,
a Zaildar and an Honorary Magistrate ; neither he nor any member of
his family has made any material repayment to the society during the
last five years. There are altogether 25 defaulters in the society
owing Rs. 30,206, and without constant driving from the staff of the Co-
operative Department no effective action is taken against them. None’
of these members market their produce co-operatively.

The second society is a comparatively small one of 32 members and
the membership has been constant for the last five years; all are immi-
grant colonists from a neighbouring district. Five years ago when the
depression began these 32 members owed to their society a total of
Rs. 7,062 ; they also owed to outside creditors unsecured debts to the
amount of Rs. 6,750. The table which follows should be compared with

that given to illustrate the progress of the first society : —
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Years. Debts owed to Unsecured debt
the socicty. outside the Total.
— society,
T ———
Rupees. Rupees. Rupees.
1931-32 7,062 6.750
1932-33 6,973 6,800 i
1933-34 5,682 6800 13,773
193435 4,536 6335 g
1935-36 3,927 2,396 122;31:

The initial average debt in thig soci
socie ety was hi i
bers ;ﬁvzu:egii?dfi}gl“ms reveal that in spite of theggee;rg;:ii mththe r;;‘rS:
of debt in this periofl Sverage .from Rs. 432 to Rs. 197, the tot:l rcfi Hftion
cent. It will be noticeda:rll}ountmg ‘o about Rs, 7’500‘,"1“01'9 than ;5 per
has been steady, the red at. Wwhereas the reduction of debt to the societ
¥, the reduction of outgide debt has bheen ver(;r mzrzco:éeiz

;:Srio r;l}:)rggaie debt among the members
en . . . .
fts members; 33 the society decided to make a zzeet—zzl;);:cs;ive"\i
n‘ce members received a CaSh":
f interest for the previous two
no?}vlr?ed fun.ds of the society still
othing to its central bank, and
rate of 5 per cent. The rur,ming

nterest rates and in consequ

- 914 on their cash Payments ¥
vears. In spite of thege distributions th .
amount to Rs. 5452, The society ovvese
members can obtain fresh loans at the

expenses of the society are small, the
neration. There are six mémbers of ¢

wes no loan.
produce through the co-operative

market and the President is also
shop and sells hig entire produce
years only one member hag been
m action was promptly taken and
overdue from any member. The

commission shop in the neighbouring
the Vice-President of the commission
through that agency, In the last five
in default to the society and against hi
the loan recovered. No interest is

members izi ivi
are now organizing a Better Living Society in their village, r
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What is the reason for the striking contrast between these two sets
»f figures ? As has been said above the agricultural and general econo-
mic conditions were practically the same in both villages ; departmental
audit and supervision have been exercised in the same degree,
it is obvious that the status and prestige of the president of the big
society have prevented effective action being taken and pressed against
him and his family ; the degree of education in the two villages is not
materially different. The answer can only be the difference in character
and leadership. Whereas in the one society there has been a President
who, without possessing any marked material or social advantage, has
steadily taken the lead by force of character and has himself set an ex-
cellent example of thrift, hard work and better living resulting in a mate-
rial improvement in the position of the villagers even through four years
of depression, in the other society the leader of the village, with all the
advantages of tribal headship and the prestige conferred by Govern-
ment favour has led his village and his fellow tribesmen down the road

to ruin.

The figures suggest one other general conclusion, and that is that,
hard though the lot of the zamindar has been during the last five years,
it has not been impossible for him by the exercise of thrift and with the
help of co-operation to maintain and even slightly to better his position.
The members of these two societies are admittedly well-to-do, with sub-
stantial holdings in a secure and well-established colony, and it is not
suggested that the poorer zamindar could necessarily have achieved
similar results, and he certainly could not have done so if he had started
the depression with a crippling loan of inherited-or accumulated debt.
-Admitting this, however, it is clear that excessive sympathy need not be
wasted on the type of zamindar which the figures of the first described

above reveal.



A MODEL BANKING UNION
By

VaikunTH L. MEETA, B.A,,
Managing Director, The Bombay Provincial Co-operative Bank, Bombay.

The publication by the Reserve Bank of India of a Bulletin con-
taining a detailed examination of the working of the Co-operative Bank-
ing Union at Kodinar in the Baroda State is to be welcomed as indicating
a desire on the part of the authorities of the Agricultural Credit Depart-
ment of that Bank to come to grips with the day-to-day problems of the
co-operative movement. Kodinar is a somewhat isolated taluk of the
Baroda State, situated in Kathiawad and peopled by a comparatively
backward class of agriculturists. Co-operative societies were originally
started there thirly years ago, but made little impression in the life of
the people until in 1912 the then Registrar of Co-operative Societies,
Mr. Manilal B. Nanavati, who is now the Deputy Governor of the Reserve
Bank of India, decided to affiliate the societies to g co-operative banking
union with comprehensive objects. In addition to the usual objects of a
co-operative central financing agency, this Union undertook to provide
facilities for the joint sale of the members’ produce and for the joint
supply of requisites, to render active assistance in common action for
economic improvement, and to serve as a federal supervising and local
controlling agency. The achievements of the Union in the last quarter
of a century are set forth in the Bulletin. These provide ample evidence

of the all-round development that the Union has been able to secure for
the .members of the soc‘:ieties committed to its charge by organizing an
efficient system of credit, by securing to agriculturists some of the pro-
fits of supply and sale, by introducing agricultural improvements, and by
encouraging secondary occupations. The principal reasons for :che suc-
cess that has been achicved are summarised by Sir James B, Taylor,
Deputy Governor of the Reserve Bank of India (now Governor), in his
Foreword to the Bulletin. These are, according to him, first the care-
ful choice of suitable personnel, second that the problems of the agri-
culturists are dealt with comprehensively, and third the insistence on

self-help and the co-operative spirit throughout.

Applicability of the system in Indian Provinces.—A banking
union of the pure type is not a mnovelty in the financial,
co-operative structure in India, and among the major provinces the
Punjab, Bihar, Orissa, Bengal and the United Provinces possess several

e

’
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co-operative banks of this type. These unions are necessarily for small
compact areas, and eliminating as they do individual shareholders the
control vests entirely in the representatives of affiliated societies. Ex-
cept in the Punjab, the unions used to be entrusted with the work of
supervision and mutual control, and in some of the provinces they under-
took in addition to their ordinary work of finance the improvement of
agriculture including the sale of produce and the supply of requisites.
Undoubtedly, unity of aim and effort and centralization of authority in
one agency confer advantages, but apparently in other provinces these
advantages so far have not been so striking as to induce the Co-operative
Departments or non-official co-operators to favour this form of organiza-
tion in preference to others. May it not be that the success attained in the
Baroda State was due to the accident that the Co-operative Department
and especially the Registrar of Co-operative Societies took special pains
over this particular area ? Such personal factors have to be discounted
in any consideration of the practical applicability of the scheme else-
where. It also appears to ke the case at Kodinar that the day to day
management was entrusted to a capable manager, selected by Mr. Nana-
vati, who possessed a broad outlook and generous sympathies. Co-ope-
rators elsewhere may not be cqually successful in making selections.
Lastly, the Union at Kodinar was able to derive the advantage of co-ordi-
nated action on the part of various departments of the Baroda State in its
programme of cconomic betterment. Can that co-ordination of effort be
vouchsafed elsewhere ? At the same time, it must be recognized that
this successful experiment provides much ground for hope. It shows
first the need for co-operators seeking a solution for the evils of economic
stagnation not along one line but by attempting to deal with all the

~ aspects of an agriculturist’s life. The interdependence of the functions

of credit, of marketing and supply cannot be too strongly emphasised.
Secondly, instead of dissipating energy over the administrative routine
of a multiplicity of organizations it is better to have, so far as possible,
only one central agency for directing efforts at economic improvement.
And, lastly, in order that such efforts may have good prospects of secur-
ing the cordial co-operation of the people, the area of operation should
be compact and limited, so as to maintain healthy contact with the people
among whom and for whose benefit work is being carried on.



CO-OPERATIVE HOUSING SOCIETIES IN THE BOMBAY
PRESIDENCY

By

M. D. Buansall, Bar-at-Law, I.C.S.,

Registrar, Co-operative Societies, Bombay.

Early History. Co-operative Housing Movement was initiated in
the Bombay Presidency in the year 1915, and the first Co-operative
Housing Society in the Presidency named the Saraswat Co-operative
Housing Society, Limited, Gamdevi, Bombay, was registered in that year.
Bombay was pioneer in this type of co-operative activity, as the Society
was the first of its type to be registered in India. The Society owes its
existence to the keen propaganda which the Co-operative Housing Asso-
ciation had been carrying on since 1913 for better housing under the
leadership of Sir Prabhashankar Pattani and Rao Bahadur S. S, Talmaki
Chairman and Honorary Secretary of the Association respectively. The’
Association conducted lectures, issued pamphlets and maintained a lib-
rary of useful books on the problem of housing. The success of the Asso-
ciation was also due to the interest which Mr. J. Orr, C.S.I.. I.C.S
Chairman of the Bombay City Improvement Trust, took in the ,impr(.)ve.:

ment of housing conditions in Bombay. In 1918, the Association merged
in the Bombay Provincial Co-operative Institute. |

. In the initial stages the Societies were confronted with two main
j;gz}llﬂnv:;le 'lr‘r}llsinfz:?i i:;ast haes Croe-iarecii tfirafti}?g a suitable cqnst%tut:lon,
secured a sense of ownership fo t}l:e te;\:; tc aracter of the institution,

) ot ’ members. Model bye-laws
of Housing Societies, regulations for tenancies and the forms of leases
were framed, and these bye-laws have been so drafted as to be applica-
ble to societies working on either the tenant co-partnership or tenant-
ownership system. The second difficulty was with regard to the finance
of these societies. It was clear that societies could not make headway
unless they were assured of long-term finance, and the Central Banks
within the Movement could not undertake this type of finance, their
resources being of a short-term nature. The first Society that was regis-
tered took a loan of Rs. 24,000 from Sir Prabhashankar Pattani. This
difficulty was solved, as the Government of Bombay practically spon-
sored the scheme by liberal assistance by way of long-term loans at a

low rate of interest. The Press Note, announcing the terms on which

State loans are available, issued by Government in 1919 served as a
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great impetus to the formation of more societies. Societies did not have
much diffieulty in securing lands, as the Improvement Trust placed plots
of land at their disposal. -

Types and Constitution. Housing Societies in this Presidency are
mainly on the consumers’ model with the singular exception of the
Broach Co-operative Building and Road Construction Society, Limited,
at Broach, which is a Producers’ Society, on the Bracciante Model.

The Housing Societies conform to one or other of the following
types :—

(1) Co-partnership Tenancy,
(2) Tenant-ownership and

(3) Mixed type (a combination of both co-partnership and
tenant-ownership).

In societies organised on co-partnership basis, the society owns the land
and builds houses in which a member is allotted a tenement or tene-
ments. The member contributes out of his own resources at least up to
one-fourth of the total cost of the site and structures and the remaining
cost of the houses is met by way of loan from Government or a financing
agency. Tenants are charged monthly rents which are so calculated as
to cover the general expenses of the society and leave a balance for meet-
ing instalments towards the re-payment of the borrowed capital. Bor-
rowed capital is re-paid from the revenues of the society. When the
whole borrowed capital is re-paid, shares up to the value of the borrowed

. capital could be issued to the tenant-members and the tenant-members

»¥ould become the joint owners of the houses. A society of this type is
co-operative in character : members in their corporate capacity are the
joint owners of the houses and generally also the colony owns a common
hall, a common playground and other social amenities. One of the con-
ditions generally imposed by the societies is that the tenants will keep
the house in good order and will maintain well laid out gardens, This
condition secures healthy and sanitary surroundings.

Experience of the working of the societies on the co-partnership
model has not been very encouraging, and they have ceased ta be popu-
lar. In actual practice the members do not evince the same loyalty and
attachment to their institution as is found in the case of tenant-owner-
ship societies. Another factor which has detracted from the popularity
of co-partnership societies which were the main type organised in the
Rarly stages has been the high cost of construction in the boom period,
which together with certain fixed items of expenditure made it difficult
for the societies to reduce the rents or to save sufficient funds for re-

12
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pairs and alterations. Since 1923 most of the societies registered have -
been of a Mixed Type and since 1927 practically all the societies have
been on tenant-ownership basis.

In societies on tenant-ownership basis, separate houses and bunga-
lows are built to suit the taste and requirements of individual tenant
members. Tenants pay monthly instalments which cover the society’s
general expenses and the instalment of loans advanced to them by the
society. When loans are fully repaid, the tenants become the owners
of the houses they occupy. They continue, however, to remain as les-
sees, paying a nominal rent as lease-holders and the leases executed in
their favour contain restrictions as regards assigning, sub-letting or part-
ing with the property without the written consent of the society. These
restrictions, while securing the co-operative character, exclude rigidly
any idea of profiteering. The terms of finance are more rigid in this:
type of societies, as members are required to contribute initially up to
one-third of the total constructional costs.

In the mixed type of societies there are some houses owned by the
society on co-partnership basis and others owned by the tenants on tenant-
ownership basis.

Membership and Distribution. Practically all the societies in the
Presidency cater to the needs of middle and upper class people includ-
ing as members a large element of Government servants and salary-
earners. In Ahmedabad, Harijan Colony has been created and a large
number of Harijan families are housed with the Vanker and the New
Vanker Co-operative Housing Societies. Recently a Housing Society
has been registered for the Harijans in Poona. The problem of organig.
ing the lower middle classes consisting of wage-earners or mil]handé:
presents considerable difficulties, and attempts made in this direction in
the past have not yielded satisfactory results. The case of the St. Joseph
Guild Co-operative Housing Society at Ahmednagar, which after a pre-
carious existence had to be wound up, is an instance in point.

A co-operative housing society like all other co-operative institu-
tions requires to be run on sound lines, if it is to be a success. The
members joining the housing schemes should, therefore, necessarily pos-
sess some initial capital of their own to start with. As already stated
above, the initial quota of contribution towards the constructional costs
is fixed at one-third of the total costs in the case of the societies of the
tenant-ownership system and one-fourth of the total cost in the cage of\f"
societies on the co-partnership tenancy basis. In cases where these con-/
tributions have not been realized or in cases where the members have
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been allowed to incur commitments beyond their repaying capacity, the
societies have invariably come to grief. .

Communal ties have been the chief characteristics of membership
in housing societies. Out of 80 societies as on 30th June 1936, about 60
are working on communal basis. This basis of organisation has been found
to be most suitable, as the housing society, apart from providing housing
accommodation, is also intended to provide social amenities which could
best be achieved only if there is a bond of common habits and common
usage among the members.

As to geographical distribution of societies, it is noticed that the
housing activities are concentrated in big industrial cities like Bombay
and Ahmedabad. Out of the 80 societies referred to above, 42 are in
Ahmedabad, 6 in Bombay, 15 in Bombay Suburbs and Thana, 6 in Poona,
3 in West Khandesh, 2 in Dharwar and one in Sholapur.

State-Aid and Finance. As pointed above, the working capital
of the societies comes partly from the members’ contributions towards
share capital, but largely from loans. In the initial stages of the move-
ment, Government financed societies at rates varying from 414 to 634
per cent. These rates compared very favourably with the rates which
the society would have had to pay elsewhere. Government also made
further reductions in the rates from time to time consistent with the
reduction in the rate on their own borrowings. Since 1933, however,
Government have decided not to incur fresh commitments in this res-
pect, with the result that the societies have now to make their own

warrangements for finance. Certain societies have since been financed
~by Insurance Companies. The total amount of loans advanced by Gov-
ernment to Housing Societies aggregated to about Rs. 36 lakhs. The
terms of repayments varied from 25 to 40 years and in one or two cases

even 50 years. The equated system of repayments is followed in all
cases of loans advanced to the societies.

Apart from State-aid by way of long-term loans, Government have
also extended liberal assistance to housing societies in the matter of the
acquisition of building sites. All co-operative societies registered under
Act II of 1912 are declared as companies within the meaning of Section 3
of the Land Acquisition Act, and in view of this provision, Government
can acquire land compulsorily on behalf of housing societies. An ano-
malous position was created in the case of housing societies at Ahmeda-

v bad as the result of a judgment delivered by the Bombay High Court
" to the effect that the concession as regards compulsory acquisition could
not be availed of by societies registered under Bombay Act VII of 1925,
as a society registered under the Bombay Act is not a company within
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the meaning of Section 3 (e) of the Land Acquisition Act. With a view to
r?medy the situation the Government of Bombay intx:odu da V1<;w o
piece of legislation in the Bombay Legislative Council inci%g resa
result of which a new Section 72-A has been incorporated in the B(’)Ir?ls)ay

Co-operative Societies Act, entitlin ieti
) g the societies regist
Act to the benefit of compulsory acquisition. istered under the

Audit and Supervision. The statutor i fatioe
ducted by a staff of Special Auditors be;:)txfgglga:j ltileog Sotetles B
tive Service. Apart from this statutory audit, the socic::’z - C;){-Opera.x-
own‘ arrangements for their internal audit by appoint o make their
auditors. The societies are mostly managed by Mana .megt of .local
consisting of literate and intelligent people. The hougslirrlxg OITm?lttees
Ahmedabad have an Association of their own, which is i Et{ Sgcwtles at3
ordinate the activities of the societies and gi’ve them l‘Ilfen o t e
regards their management and other matters, weetul advice as

housi , ) Ever since its i ion, th
ousing movement has been making sloy and steady prorglf::stlor'll"her:

houses during the boom period The:ered e Soieies that buil
. societies mostly situated in

. . m owi .
sion which has resulted in vacancioy Ing to the economic depres-

; in the tenem .

in . - ents -
g extent and cogsequent Inability to meet their ob]; to -quxte an alarm

area of land acquired by thege societies d obugations. The large

“11; ing the boom period has also
are now experiencing great difficultjeg inm ooment, as the societies

cases, the progress of the societies has disposing of the plots. In somg. -

internal dissensions and factious spirit aalso been hampered owing %

whole, the progress of the Sociatie pes } mongst the members. On the ~

1936 : using societies as on 30th June,
1934-35, 1935-36
—_—
No. of Societies 77
No. of Members 5,654 5 "
ghare Capital Rs. 20,07,683 Rs. 20 70’2% -
eserve Fund Rs. 174,534 Rs. 179

Working Capital Rs. 90,70,335 v

Rs. 90,73,070

pm—
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Rural Housing. There are no visible signs yet indicating any dis-
tinct enthusiasm for removing the squalid conditions of housing in the
rural areas. The only attempt in this direction was made in the Dhar-
war District, where a sociely was registered as early as 1923, but it did
not slart work and was ordered to be wound up. Mention must, how-
ever, be made of the special type of housing societies that had to be
organised in Gujerat in 1928 owing to the unprecedented floods that
devastated this part of the Presidency. Owing to the floods many houses
and in some cascs whole villages were destroyed. In order to give
relief through co-operative agency, the Department prepared a special
set of bye-laws for organisation of reconstruction societies in the flood-
stricken areas. As a result of the initiative taken by Government, 25
house reconstruction societies came into being and they were granted
loans to the extent of over a lakh of rupees. The term of repayments
is fixed at 15 years. The constitution of the societies provides for their
liquidation after the loans are fully repaid.

Conclusion. The Co-operative Housing Movement has made in
recent years great strides of progress in certain areas and in certain
directions which can be ascribed to various causes. In the first place,
the movement has appealed specially to the upper middle classes who
imbued with modern ideas of culture and better living could appre-
ciate the direct and indirect benefits of living in houses built on scien-
tific and hygenic principles. The phenominal fall in prices of building
materials and the availability of capital on easy terms accelerated the
progress in building activities. People who had any savings to invest
invested them in buildings, as such investments were found to be more
remunerative than other safe and profitable outlets for investment.
Facilities afforded by several housing societies by way of loans to their
members for building houses and purchasing plots which could be re-
paid in small instalments spread over a large number of years made it
possible for men of small means to build and own houses for them-
selves by joining co-operative housing societies. The encouragement
often accompanied by liberal concessions by public bodies and Govern-
ment to their employees and others who desired to organize co-opera-
tive housing societies was responsible for initiation of several housing
schemes. Apart from the advantages accruing to individuals from
participation in the housing movement, the movement has a social
value, in that it has helped to remove congestion in crowded localities
in cities and towns and brought people together in a common enter-
prise and for a constructive purpose. A movement which has achiev-
ed such good results deserves well of the public and Government.
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CO-OPERATIVE SOCIETIES AT WORK IN INDIA

CENTRAL PROVINCES AND BERAR

Extracts from the Report of the Registrar, Mr. G. S. Bhalja, I.C.S., for the year
ending 30th June 1936.
SUMMARY OF GENERAL PROGRESS

General Position.—The co-operative movement had to face yet another year of
indifferent harvests and low prices of agricultural produce. As a consequence
there could be “no recovery in any area” of the province. The cumulative effect
of a series of years of low crop outturns, slump in prices and the spread of demorali-
sation among the members of societies has resulted in heavy overdues, while fresh
financing of societies is practically at a standstill and the indebtedness of members
continues unabated except in the third circle. The main problem before the majo-
rity of the central banks continues to be the recovery of the arrears. It is now clear
that the process of liquifying the frozen assets of the banks must take a long time.
The outstanding arrears must once for all be spread over a number of years. In
order to do this, however, the movement must have long term capital to enable it
to meet the outside liabilities punctually. .

In spite of the critical period through which it has been passing, the financial
position of the movement as a whole continues to be sound, as would appear from

the following statement :—

Liabilities. Assets.
Rs. Rs.

Deposits— Cash in hand and in banks

(a) Fixed Deposits .. 1,40,88,760 outside the movement .. 4,03,876

(b) Savings Deposits .. 3264593 Surplus in Government secu-

(¢) Current Deposits .. 595695 rities .o 1262237
Debentures .. 1,00,000 Fluid resource in Government
Provident fund of employees. 348,134  securities oo 2318477

Loans due to banks outside Reserve fund in Government
the movement o 58,771 securities .o 30,44,634

———————— Demand loans on security of

Total Liabilities to outside Demand loans on security

creditors .. 1,8455953 of deposits and Govern-
Paid up share capital .. 2162878  ment paper .. 42,458

’ Deposits in approved banks
outside the movement .. 3831568

Total liquid assets .+ 1,09,04,250
Building & Stock .. 674248
Landed Property .. 2354601
Total fixed Assets .. 3028939

Total liquid and fixed assets 1,39,33,189
Good  debts  outstanding

against societies .. 89,46,743
Grand total of Liabilitles .. 2,06,18881 Grand total of Assets .. 2,28,79,932
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Consistently with maintaining the financial stability, all possible measures
have been adopted {o grant relief to the indebted agriculturists. The temporary
schemes of relief described in the reports of previous years were continued. In
Berar the Bad Debt Enquiry was completed and the scheme of writing off the
irrecoverable loans from reserve funds of societies was put into operation. 31 Debt
Conciliation Boards were in operation, and the Department has endeavoured to
co-operate with them and to facilitate their work in every possible way.

Several central banks had difficulties in meeting the demands of their deposi-
tors. The association of the Provincial Bank with the management of the Mandla,
Amraoti and Malkapur banks continued. The experiment has been successful at
Mandla and it will be possible to restore the normal state of affairs at the end of
the next yéar. The arrangement, however, as pointed out in the previous report,
cannot be extended to many banks. The resources of the Provincial Bank are not
inexhaustible that it can assume responsibilities to an indefinite extent. While
assisting the central banks in their difficulties, the apex bank must take every care
to see that it has sufficient liquid resources to meet its own liabilities punctually.

The central banks had to acquire more land in the course of coercive operations
against societies and members. At the close of the year the area of land held by the
banks was 1,523 acres in the Central Provinces and 39,641 acres in Berar. The diffi-
culties of managing these large areas of lands continued to be unabated.

The Department, while following the dual policy of consolidation and recon-
struction, has set before itself the task of nurturing the existing societies as far as
possible and to form new societies on soundlines. Ags a result, for the first time
the number of newly registered societies has exceeded the number of those wound,
up. Experience shows that the bugbear of joint liability is not so formidable an
obstacle to formation of new societies as it is often made out to be,
is carried cut on right lines and the principles of co-operation are properly explain-
ed to the people, societies can still be organised under the existing rules and b I.)laws
Indeed, with the contraction of other credit facilities for the agriculturists }:iue tc;

legislative measures of relief, the co-operative movement has a vast field for
expansion.

If propaganda

It must be borne in mind that mere provision of credit facilities will lead
nowhere unless they mark the beginning of better farming and be
success of the movement is not to be judged from the grandeur of the co-operative
edifice, however imposing it may appear, but from the extent to which the r:embers
of primary societies have really and truly assimilated the principles of co- i
and lead a fuller and richer life than before e-operation

tter living. The

The village society in this province, as in other parts of India, has been organised
on the Raiffeisen system which presupposes the spirit of thrift. It wags expected
that the members of such societies would raise capital from small savings which they
would lend out among themselves. This Raiffeisen essential hag been, however
largely absent and the deposits have come from persons higher in wealth and social’
status than the borrowers. It has been well said that “the unlimited group of thrift-
less persons is something which is worth nothing. Indeed, it is worth less than
nothing because it prevents persons of moderate substance from joining, Therefore
ttgelfvillage bank should be selective and exclusive and confined to those who are

rifty en i " is thi
y enough and honest enough to be credit worthy.” It is thig aspect of thrift,
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rather than of credit, which must be impressed and emphasised on the mind of the
members of the primary society.

Recoverics.—Recoveries of the loans due by societies to central banks amounted
to Rs. 1282,040. Recoveries of principal amounted to Rs. 6,83,130 and Rs. 1,23,545,
while the total of both principal and interest recovered was Rs. 9,56,260 and
Rs. 3, 25,780 in Central Provinces and Berar respectively. The total demand which
the central banks had to recover during the year was Rs. 15259342, The actual re-
coveries therefore amounted to 8.3 per cent of the demand. To the figure of recovery
in Berar may be added, however, 7,738 acres of land purchased by the Berar banks
for Rs. 4,49.459 during the course of coercive proceedings.

The causes of low recoveries have been pointed out in successive departmental
reports and it is not necessary to repeat them again. A new factor that vividly
came to notice during the year was the working of a large number of Debt Concilia-
tion Boards the establishment of which was everywhere the signal for withholding
of payments by the debtors. In many places the resources of the members are ex-
hausted and their indebtedness has become very heavy so that only a succession of
favourable years can enable them to liquidate their liabilities. Increasing demorali-
sation amongst members and internal dissentions amongst honorary workers also
contributed to the meagreness of recoveries.

Advances—The position regarding fresh financing underwent little change dur-
ing the year. Cash advances amounted to Rs. 7,39,962. In Central Provinces they
declined slightly to Rs. 6,34,788 while in Berar they increased to Rs. 1,05174. In
many places financing of members is only nominal. The increase in cash advances,
wherever it has occurred, is due to a considerable extent to the financing of new
societies.

In addition to the cautious attitude which the central banks have had to adopt in

8 new factor has come into operation. The establishment of Debt Conciliation

Boards has made the central banks chary of financing members, whose debts have
been conciliated, as under the Debt Conciliation Act the recovery of such loans is
postpoved until after the payment of the conciliated amounts. For the continued
existency and the health of the movement, however, expansion of business is essen-
tial, and this point of view is steadily pressed on the attention of the central banks.

Butstanding Loans.—The total loans outstanding against members of societies
in the Central Provinces increased slightly from Rs. 68,31,709 to Rs. 68,94,801, while
in Berar they went down from Rs. 1,07,96,663 to Rs. 1,07,82,945. The proportion of
overdues to the total dues increased from 79 per cent to 84 per cent in the Central
Provinces but decreased from 96 per cent to 95 per cent in Berar. Renewals granted
in the Central Provinces and Berar increased from Rs. 36,920 and Rs. 1,596 to
Rs. 54,465 and Rs. 6,757 respectively. Taking the renewals and the overdues to-
gether, the arrears increased from Rs. 158,54,676 to Rs. 160,88,402. The overdues

« have reached the above high figures as members have been able to pay little more
‘ " than interest for several years, and the practice of granting renewals has been prac-

{ically stopped. It would be necessary to spread them over a number of years, but
this process would require long term capital, the ways and means of raising which
are now engaging the attention of the Department,

13



428 THe Inpian Co-oPERaTIVE Review

AGRICULTURAL CREDIT SOCIETIES WITH UNLIMITED LIABILITY

_ The total number of primary cregit societies with unlimited liability
1ncref\sed by 173 to‘ 3585, of which 3,052 were in the Central
P}:‘Dvmces. and 53.3 in  Berar, The working  capital of societies iR
the province excluding those under liquidation decreased from Rs. 134,95,111 to
Rs. 1.24,59,872; in the Central Provinces it fell from Re. 60,11,585 gg) Rs., 5;3,95:076
?zﬁi [ Berar from Rs. T483,526 to0 Rs. 6564795, The louns g by members also
ell from Rs. 107,71,761 to Rs. 100,98,019. The faly is mostly due to the liguidation

of 42 socicties with outstandings of R,
2 s. 183492 j i 34
societies with outstandings of Rs, 6,25,853 in B:rzarm fhe Centeal Provinces and

the Central Provinces and Beray respectively

advanced by societi
Sy

advances increased from Rs. 617466 to Rs. 672,433, being

al Provinces ang R
S. 85,574 in Berar i e pur-
were advanced gre shown below ._r_m respectively. The P

The total of loans
Rs. 16,73,307, but cash
Rs. 576,859 in the Centr
poses for which loang

— m——————
Ceniral
Provin- Berar, Total.
ceg,
For purchase of seed
For cultivation expenses (1;; ?g—? 2,933 19,222
For purchase of bullack: ’ 45918 o
For agricultural impleminatrsld Plovgh catie 317401 | 1485 R
For purchase of land B 330 oo
For improvement of land B ot 1957 e
For house building ang repairs B bz % 30,502,
For payment of rent and revenue Yoy 0 e
For repayment of old debts N So0 b e
For marriage and other ceremonies . 3‘724 27120 o
For other purposes 72??3? 15 :é: ;(7)’332
5,76,859 95514 672,433
- N —

Big borrowers or members owing more than Rs, 1,0
cent of the total number of members in the Central Provin

ces and absorbed

Rs. 7,15,478 out of the total loans of Rs. 46,43,716 ; while in Berar they were 126!;)01'

20.9 per cent of the total number of members and were responsible for loans amount-

ing to Rs. 4272050 out of Rs, 54,24303. The accum

: ulation of disproportionately
heavy outstandings against individual members is most marked in Berar,

00 each were 361 or 86 per

The effect of the rule framed by Government limiting the individual loang in u:e
Central Provinces and Berar 1o Rs, 250 and Rs. 500 respectively has been most saly-

€s to members foll from Rs. 17,28,977):\
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tary. With the gradual realisation of the present heavy overdues, it is to be hoped
that the credit business of primary agricultural societies will have been placed on a
permanently sound basis.

LAND MORTGAGE BANKS.

The number of land mortgage banks remained the same as in last year, ie., 10,
Since the close of the year, it has been decided to organise two more banks in
Bilaspur and Wardha in the Central Provinces. The following figures will show the
working of these banks during the year :—

Rs.
Number of members .. 765
Number of applications .. 1,000
Total amount of loans applied for .. 1081428
Number of applications rejected . 279
Number of applications sanctioned . 179
Number of applications pending . 592
Loans advanced .. 1,06,982
Recaoveries . 4113
Loans outstanding on 30th June 1936 .. 1,38995
Cost of Management - 5,925
Share Capital ..o 24321
Deposits (temporary) held at the end of the year from individuals .. 17,345
Provincial Bank Loan o 132101
Working Capital .. 1,714,543

The Central Provinces and Berar Provincial Co-operative Bank, which at pre-
sent performs the {unctions of the Central Land Mortgage Bank, floated the first
series of debentures of the value of Rs. 1,00,000 at the rate of 3% per cent for finan-
cing the primary banks. The floatatjon was a great success, the applicants receiv-
ing only half the amount applied for, in spite of the fact that the debentures were
not widely advertised. Since the close of the year, the Central Provinces Land
Mortgage Banks Bill has been passed into law and is now on the Statute Book.

CENTRAL: BANKS.

The number of central banks continued to be 35. Their total working capital
decreased to Rs. 24512375, The share capital declined to Rs. 16,26,218 ; it fell from
Rs. 10,42,067 to Rs. 10,23,942 in the Central Provinces and Rs. 6,37,981 to Rs. 6,02,876 in
Berar. Reserve and other funds, however, further increased to Rs. 50,71,194
out of which a sum of Rs, 31,03,464 was ear marked as provision for bad and doubt-
ful debts. The total loans ouistanding against affiliated societies decreased to
Rs. 14550,175. It decreased to Rs. 55,33,532 in the Central Provinces and to
Rs. 90,16,642 in Berar. Bad debts amounted to Rs. 11,79,079 and Rs. 3125925 and
doubtful debts to Rs. 469,395 and Rs. 10, 425 in Central Provinces and Berar res-
pectively.

Deposits from individuals fell to Rs. 121,74,441 for the whole province. In the
Central Provinces they increased to Rs. 50,56,828, while in Berar they further fell to
Rs. 71,17,613. Deposits were returned to a large extent from fresh deposits and to
a small extent from loans from the Provincial Bank. Speaking generally, the Berar
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Banks had to lean more on the Provincial Bank than the Central Provinces Banks.
The situation as repards withdrawals of deposits is not yet free
needs careful watching, particularly in Berar.

The net profils of these banks during the year decreased from Rs, 1,64,882 to
Rs. 90,898, while the unrealised iuterest increased from Rs, 2211,122 {0 Rs. 26,18,439.
23 central banks were not able to distribute any dividend o

from anxiety and

THE PROVINCIAL BANK.

The working capital of the bank increased to Rs, 144,15,386. The net profit
slightly decreased to Rs. 50,972, The amount due from ce
totalled Bs. 32,99,801 of which Rs. 7,79,616 were due from t
Rs. 25,220,185 from the Berar banks and societies,
holds mortgages and assignments of 25,276 acres of
face valuc of Rs. 2,44,000 and fixed deposit receipts
bank continued to exercise caution in granting loans

ntral banks and societies
he Central Provinces and
Against this amount the bank
land, government paper of the
aggregating to Rs. 15,000, The

to central banks having heav
overdues. In the cases of some banks loans were advanced for rcpaymcntg of dey

posits on the security of the mortgages of immoveable property owned by the banks
themselves and the assignment of mortgages of lands belonging to members of
societies made in favour of central banks by the latter. :
The deposits from central banks and individuals iner
Rs. 36,31,680 respectively. The bank continued to h
between Rs. 19,00,000 and Rs. 27,00,000 during the yea
in Government sccurities and partly in commercial a
the province. The share capital and
Rs. 5,36,060 and Rs. 2,45,000 respectively.
uncertainly about their early realisation,
has been substantially increased to Rs.
of the overdues.

cased to Rs, 11,75,225 and
ave large surpluses ranging
r, which were invested partly
nd co-operative banks outside
reserve fund of the bank amount to
In view of the increasing overdues and the
the provision for bad and doubtful debts

3,00,000 which re .
: - ’ presents about
The financial position of the bank continued to be Stmngne third

THE CENTRAL PROVINCES AND BERAR CO-OPERATIVE FEDERATION

The Annual Federation Congress met at Ng .
several important questions, such ags adoption
society the pivot of the movement, amendment of the sta
banks, so as to remove the preponderance of the indebted
sirability of organising primary societies on g limj
capitalisation of interest. One of the resolutions passed
the minimum rate of interest charged to members of goc
fund scheme has been applied should bhe reduced from §
tion has been accepted and the scheme is being continued

THE INSTITUTES,
The province continues to he divided into five in
cept Balaghat and Wardha have been affiliated to
individua! banks cannot make adequate arrangemen
tion of primary societies, the need for which was
Government continued to make grants to the institu
previous year.

gpur in March 1936 and discussed

ndard by-laws of centra
members of sotieties, de-
ted liability basis and
by the Congress was that
ieties to which the reserve

to 4 per cent. The resolu-
for another year.

stitutes and all the banks ex-
them. Experience shows that
ts for supervision and educa-
never greater than at present.

RESERVE FUND
The reserve funds of societies of all kinds increased to !
; Rs. 64,92,050, ’
Provincial Bank amounted to Rs. 245,000, of the central banks Rsxofgm'{l’];ft off :e
. Y&, y O e

of measures to make the primaryy

tes totalling Rs, 24,000 as in the
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}
J

s

Working or Co-operaTIVE Socieries (U. P., 30-6-'36) 431

primary and other agricultural societies to Rs. 47,19,489, and of other kinds of non-
agricultural societies to Rs. 2,03,840. The figures include the reserve funds of socie-
ties under liquidation which amounted to Rs. 18,02659. Out of the total reserve fund
of the movement, a sum of Rs. 36,07,258 is invested in government securities and
post office cash certificates. The balance of Rs. 28,84,792 is mixed up in the work-
ing capital of banks and societies.

GENERAL.

The co-operative movement was initiated and continues with the help of the
honorary workers whose ranks are being depleted. It has been passed through many
vicissitudes and is still struggling along. The period of trial is not yet over. The
fact that it is holding its own in the face of continued economic depression is a
sign of its inherent strength. It affords ample opportunities for sterling but silent
service in the cause of the peasantry. In the words of His Excellency the Governor,
“whatever dangers may be inherent in the movement and into whatever paths of
error it may wander, there can be no possible doubt that it offers the only real
chance of salvation and prospertiy to an agricultural community.”

UNITED PROVINCES OF AGRA AND OUDH.

Extracis from ihe Report of the Registrar, Mr. Vishnu Sahay, LC.S. for the
year ending 30th June, 1936.
GENERAL STATISTICAL PROGRESS

A statement showing the numerical progress is given below :

Number of societies. Number of members. Working capital.

On On On On On On
Type. 30th 30th 30th 30th 30th 30th
June June  June June June June
1935. 1936. 1935. 1936. 1935. 1936.
Rs. Rs.
1. Central 71 73 *5,349 *5,903 86,33,174 88,78,609
banks. *¥5 613 **G 282
10,962 12,185
2. Non-~credit 19 41 *1,335 * 6,005 8,71,921 15,33,304
Central ** 686 ** 986
Societies. . . —
2,021 6,991
3. Agricultural 6,253 6,924 136,997 163,662 1,01,18,401  1,07,62,760
primaries.
4, Non-agricul- 369 421 . 40,548 43,113 38,83,907 44,96,073
tural prima-
ries.
Total. 6,712 7.359  1,90,528 2,25,951 2,35,07,403 256,70,746
+Individual **Societies,
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It will be observed that the number and working
societies has doubled The number of primary non~cred

considerably ; thus correcting
ties alone.

capital of non-credit central

to o it societies has also increased
ome extent the tendency of developing credit socie-

The total capital involved in the movement

Rs, 1,14,00000 or 62 per cent, is owned Ten ars
5 - . 18 . years ago when the Qakden Committee
met, the total capital was Rs. 1,11,00,000 of which Rs. 63 00,000 or 54 {. was
N (Addd per cent.

owned, The actual increase in owned capj i
! pital is gver -
quite considerable additional strength, ¢ fts. 81 lakbs and represents

is Rs. 18500000 of which

CREDIT SOCIETIESnCENTRAL
Sharc Capital.~There has been further reduction of
Rs. 2242 lakhs as compared with Rs. 23.60 lakhs at th, ‘?
postponement of share demand and adjustment of excees(;iv
measures of relie{ to which reference was made last yeax: ('}I‘hShareS 2 bart of t‘he
tee recommended that borrowings of central banks shouid " Madagan' Com‘t-
the own capital ; the share capital alone of our banks is not exceed eight times
the working capital, and even after reduction ° s m
guarantee of safety.

share capital which is
nd of 1933-34, due to the

provides more than the recommendet
Borrowings.—There has been a satisfad . T

depos'fts— some of the banks are abletltsiacgt;rznliil:t;:nz;1 the rates of interest on
deposits and a few at even 2 per cent, Eleven central ba ;{ P;l‘ cent. for‘ ane year
have to offer 414 per cent. or more for one year depositsn ;‘however, still offer -Q "
from individuals rose from Rs. 37.36 lakhs to Rs. 40 99 lvakh € amount of deposits
banks find no difficulty in raising money even at thé Tou s and the majority of
amount of deposits from societies rose from Rs, 5.88 lakhs tor-'ges now offered. The
pluses of the older societies which have accumulated more 's"6.48 lakhs, the sur-~
Interlending decreased from Rs. 3.90 lakhs to R, 3.09 lakhs Cd‘gml than they need.
there was less idle money to lend and most of the banks c, a;ld the cause was that
much money as they wanted. With the exception of t ould themselves raise ag
matured deposits have been promptly paid, A remarka
in co—oierative banks at present is that they are rarely wi
renewed even at low rates. The relatio -
minent in the directorate are much mmrﬂles :)):xt':;e:al; ‘:}‘i::sx)rstgnd the persons pr

problem of liquid cover is much fess important than in e ¥ el" concerns and the
the banks maintained ample liquid cover. ommercial banks. Most of

Loans and Repayments—Advances t i
- © working societies ;
to Rs. 27.8 lakhs. This very considerable i asegis rcxfthgs mcreaséd om Rs. 186
average loan per member was less)—but is the e to lavish lending (the

: ; result of ioti ;
ised and of the increase in mermbership. Rou more societies being organ-

A overi ; s
societies increased from Rs. 19.77 to Rs. 25.37 lakhlses f’;‘}‘;;; v;::k:}?.g and hlquldated
. 15 year less than

the advances, the cause is that in man

s y of the new societie

towards the end of the year and no repayment was due, %‘;d::n;e: We'!re made
from Rs. 47.50 to Res. 49.96 lakhs ; of this Rs. 6.54 Iakhs e ooy Inereased

U X was due fi iqui
societies. The outstandings against working societies increa rom liquidated

and against liquidated societics decreased by Rs. 0.78 lakh
from .Rs. 28.56 lakhs to Rs. 24.68 lakhs and they are now
standings against 60 per cent. last year. I liquidated so

sed by Rs. 3114 lakhs
8. Overdues decreaseg
49 per cent. of the outs
cieties are excluded, the

ore than one-fourth %

X!
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percentage of overdues is 41.8 against 53 last year. On the other hand the
same progress is not noticeable in regard to overdue interest. In working societies,
it decreased from Rs. 3.80 lakhs to only Rs. 3.63 lakhs, while in liguidated societies,
it actually increased slightly from Rs. 3.89 lakhs to Rs. 3.95 lakhs.

Financial Position—The working capital of the central banks increased from
Rs. 86.33 lakhs to Rs. 88.79 lakhs, of which 44 per cent. is owned, quite a consider-
able figure.. As far as the individual banks are concerned, the number of those
which worked at a loss remained unchanged at 9, those that could not distribute
dividend decreased from 31 to 28, those in which overdue interest exceeded
profits decreased from 22 to 14 and those in which disbursements on account of
interest ard establishment exceeded receipts from interest decreased from 19 to 15.
Most banks which could afford it reduced the rate of interest charged from socie-
ties with the result that the total interest earned was reduced by Rs. 40 lakhs as
against a reduction of Rs. 15 lakhs only in the amount of interest paid on deposits.

Repayments in kind.—The Moradabad Bank continued the grain repayments
scheme, sold 19,000 maunds of the members’ grain worth about Rs. 68,000 made
Rs. 3,634 on the business and improved the percentage of collections on demand
from 61 last year to 82. The members’ overdues to the societies fell from Rs. 58,000
to Rs. 25,000 the percentage overdues on outstandings being reduced from 30 to 12,
This improvement must be genuine, for farzi repayments are obviously ruled out.
The Kotdwara Bank also tried the same scheme with similar results. The value of
marketing assistance as a support to co-operative credit is also illustrated in the
results of the Dehra Dun and Deoria-Kasia banks, where sugarcane belonging to
members was co-operatively marketed on a considerable scale.

CREDIT SOCIETIES—PRIMARY

Land Mortgage Societies.—The number of land mortgage societies remained un-
changed at 5. The working capital rose from Rs. 59,511 to Rs. 98,230, of which
23.4 per cent. is owned. The total advances were about the same as last year, viz,

" Rs. 43,000. The whole demand was collected except for a small sum of Rs. 195. As

experiments on which to base future policy, these results are encouraging, but the
plain fact of the matter is that unless two essentials of land mortgage banking—long
instalments and a low rate of interest, so that the demand is within the repaying
capacity—can be ensured, the number of landowners who can be safely helped will
be very small. The societies are financed from short-term deposits, the lending
rates are 7% to 9 per cent. and the period of repayment is rarely more than fifteen
years. Simple calculation will show that under these conditions not even one-third
of the value of the Zamindars’ land can be advanced without exceeding the repay-
ing capactiy. One can then help them only when they have outside sources of in-
come, Naturally the scope is very limited. In Madras and Bombay long-term
finance at very cheap rates has been arranged for with the help of Government
guarantees and assistance has also been given for staff for land valuation and super-
vision.

Agricultaral Unlimited Liability Societies.—Five-hundred and eighty-two such
societies were registered and 48 liquidated, the total now being 6,004, with 125,000
members. The average membership per society increased from 20 to 21. Several
schemes are being tried to further the thrift-encouraging side of these societies,
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Some societies have introduced thrift policies under which a member paying Rs. 2~
a year will be able to get Rs. 50 at the end of 15 years. In some others compulsory
deposits are taken in addition to share contributions at the time of advance. In
others a portion of the interest paid is credited to the member’s deposit account.
The demand is usually fixed at the time of the advance in consideration of the
nature of the loan. The logical system would be to fix it in consideration of the re-
paying capacity at each fasli. This is now being tried by some societies, The rate
of interest charged is 18% per cent., and must be paid at each faslj in addition to
such demand of principal as may be fixed by the panchayat in consideration of the
crop, if the demand thus .ﬁxed is paid punctually, the rate of interest is reduced to
12 per cent. and the difference, 6% per cent, is credited as additional payment

towards principal. Credit societies will in fut .
ties ™. ure be called “thrift and credit Socie-

Advances and Repayments.—Advances {o members increased by R 8.04 lakh
to Rs. 31.16 lakhs, and recoveries by Rs. 340 lnkhs to Ds 2191 L 1'317 T R o i ;
are less than advances, due not to any change in the poli.c3;-'-thed; - R‘;COV"‘”:
member decreased from Rs. 663 to Rs. 5396—but due to t nverage (')an' fies
f;vhere.no demand arose within the year. The percentage of re - ““OW socm’ d
including the overdues of the Previous year wag 44.2 it v:ras 36 ICOtV o demd;l
year before. Overdues decreased by Rs. 6.28 lakhs to 381 1;lkhzsa:§a‘:‘h:n:v:x?d:1;cs

including postponements amounted 1o R
¢ 3 s. 40.1 lakhs as agai
year, and their percentage on the total outstandings was Ty e da 4 lakh e

The fact is that the process of rec

Th, overy in the bad
it is the better societies which have oo

lcties has been very slow ;
recovered so much,

Financial Position.—The working ¢
to 103.0 lakhs and the owned capital fr

ties, 97 could not start work during the year, 4200 are more than 10 yeare ol 1803
filstrlbuted dividends, 1,036 gave rebates to members and 1,703 red: ye;lsho. ’1 ; d '
ing rates. The number of societies which did not finance :cheir m::j) : ;11' ebn r-l
reduced to 1,624. Seven hundred and eighty-nine societies owed ov i;s 2 eest
against 1,013 in the previous year but the incidence of such interest pilr ::ciler:;e‘:as
:;;csx:eased and is another indication of the continued stagnation of the worst socie-

apital of the societies increased from Rs. 98.7

Non-Agricultural Limited Liability Societies.—Personal propaganda and leaf-
lets sent to many offices produced a further development of co-operative societies
of salary-carners. Eighteen societies were registered, and at the close of the year
there were 109 societies, of which 95 were of officials. The number of members is
33,700, an impressive figure but the element of thrift, it must be confessed, is large-
ly wanting, and without that co-operative credit for consumers is likely to be a
snare. But steady propaganda cught to improve the position. My own expérience
was: I attended the meetings of three such societies and attempted to induce the
Tembers to agree to regular obligatory savings deposits, one society rejected the

Proposal by a narrow majority, the second referred it to a sub-committee and the
third accepted it,

om Rs. 585 to 60.8 lakhs. Of the 6,004 socie-

Ny
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Non-Agricultural Unlimited Liability Societies—The number of such societies
increased from 166 to 189, and membership from 3,342 to 4277. Overdues are 43 per
cent. of the outstandings which compares well with 53 per cent. in agricultural
societies. The bulk of these societies are of weavers, leather workers and petty
traders, and monthly collections as in the ugahi system are the rule.

NON-CREDIT SOCIETIES—PRODUCTION AND SALE

Cane Supply Sacietics.—The most important development has been in sugar-
cane production and sale societies. These societies fall under two heads, the older
societies which began with co-operative sale and are now paying attention to pro-
duction also, and the recently started better farming and sale societies which receive
help from a subsidy granted by the Government of India out of the Sugar Excise
duty and which have begun with the organization of production first and will take
up sale as the improved cane develops. The objects of both kinds of societies are,
however, really the same.

Of the older socieites, the biggest is the Cane Marketing Board, Deoria, which
supplied cver 25 lakhs maunds of cane and earned a commission of about Rs. 54,000.
Dadni advances were given and have been nearly fully recovered. The net profits
were Rs. 17,800. The Board employs an agricultural graduate for agricultural pro-
paganda.

The Dehra Dun society has 527 members in 43 villages and sold about 5 lakhs
maunds of cane to the Doiwala sugar factory at one pice per maund more than the
Government minimum rate. Rupees 58,000 were advanced at 7% per cent. for cul-
tivation and recovery was very good : A pice per maund was earned in commission,
which is in essence, payment for organising supply. The society paid Rs. 13,000 in
a lump sum as irrigation dues to Government on behalf of its members and ‘the
amount was later recovered from the price of cane supplied by them. The rent of
some members was also paid by the society. The coasoperative quality of the
society is high and its members are progressive.

The Meerut society supplied about 5 lakh maunds from 12 different centres,

“earned about Rs. 6,000 as a commission and distributed seed worth Rs. 25,000. Its

area of operations is scattered owing to there being a large number of factories in

the district and the factories’ unwillingness to take supplies from the society at
their gates.

There are similar societies, though on a smaller scale in Moradabad, Muzaffar~
nagar and Gorakpur District, which with one exception, worked reasonably smooth-~
ly. In the case of the exception, there was a last minute repudiation of the con-
tract by the factory and the society broke down.

It is not easy to arrange that cane from thousands of fields and hundreds of
growers should go into the factory strictly according to schedule. Sometimes the
factory would have a breakdown and-there would would be telegraphic instructions
to stop supply. Sometimes there would be delay in starting the factory or it would
want to postpone the supplies from the co-operative society till its gate supplies
were exhausted. Or some members themselves would bring their cane out of turn,
and crowd the weighing station. In the beginning of the season there would be a
scramble among the members to dispose of their cane as early as possible, and to-
wards the end of the season there would be a scramble among the membres to dig-
pose of their cane as early as possible, and towards the end of the season there would

b 1
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be a scramble among neighbouring factories to get what cane they could. With
these difficulties, I think it is a tribute to the good sense and loyalty of the members
and the accommodating spirit of the factory managements that the organizations
worked as satisfactorily as they did.

Cane Development Scheme.—The cane development scheme is jointly run by
the Agricultural and Co-operative departments. The aim is to develop and improve
the natural sugarcane zone round a factory and to arrange that this cane is co-
operatively sold to that factory. Better farming and sale societies are being formed
in the area selected for this purpose and an agriculturally qualified staff consisting
of one inspector and three fieldmen-supervisors, with the necessary number of
Kamdars has been appointed for each area for agricultural propaganda. Two-thirds
of the cost of the scheme in each area will be borne by Government and one-third
by the factory concerned. Nineteen factories have joined the

scheme, and one
other has joined slightly amended scheme.

In the few months the scheme has been working,
been established, improved seed and chemical manure has
ing societies have been organised and instruction has bee
of cultivation.

demonstration plots have
seed supply, better farm-
n given in better methods

The Biswan Sugar Factory—The Biswan Co-operative Sugar Factory started
crushing early in the season from the 6th November, 1935, and continued till the
15th June 1936, as large quantities of cane were left standing in the neighbourhood
at the end of the ordinary crushing season. The total amount crushed was 13 lakh
maunds and the average yield of sugar was 8.67 as compared with 834 per cent.
last year. The factory has decided to extend the capacity to 800 tons. Der cent
132 registered and 32 unregistered primary supply societjes affiliated to. e

The factory paid the cost of their supervision and has decided to pay one pice per
maund more than the Government minimum price to the members and this extra
payment will go to their shares in the factory.

Ghee Societies.—The Chauobn-ka-pura ghee sale union now has 44 prima ¢

sale societies with 1,114 members affiliated to it. Aho
” 8 ut 1,100
dealt with. Owing to the unexpected fall in the pri maunds of ghee were

the union this year suffered a small loss of Rs, 5
profit of Rs. 910. The union introduced improved varieties of she-buffaloes and

arranged fer improved cattle feeds. New ghee societies were organised in Etawah
and Meerut Districts and round about Jasrana and Sihkohabad

34. The societies however made a

Cotton Sale Societies—The Iglas society did no work,
purchased 5,800 maunds of C402 cotton, ginned and pressed i
of about Rs. 4,000. C402 is of good quality but is delicate an
whether it will flourish in this tract.

The Bilgram society
t and earned a profit
d it is not yet certain

RURAL DEVELOPMENT

Consolidation of Holdings—There are 82 societies for consolidation of holdings
in Saharanpur, Bijnor and Mordabad Districts. In Bijnor 23,000 plots have been con-
solidated into 1,700, Similarly in Saharanpur and Mordabad 9,000 and 3,200 plo
have been reduced to 1,200 and 600 respectively. We register the society only aﬁ:Z/

consolidation has been effected and there is no question of compelling even g ming-

%
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rity. The whole work from beginning to end is done by persuasion alone. The
benefits of consolidation are appreciated by the members and lack of staff alone
prevents expansion of this useful work. All the staff there consists of two organ-
isers on Rs. 60 per mensem each and three chairmen.

This is work which can be attempted with advantage in the villages taken up
under the Government Rural Development Scheme—one such village has already
been consolidated in Saharanpur.

Irrigation Societies.—There are one central and 36 primary irrigation societies,
sixteen of these are in Moradabad, with 21 wells and 240 members and irrigate 6,400
bighas. Collections of instalments were good; on the other hand faction and lack
of interest has led to deterioration in the Bareilly societies.

Better-Living Societies—The total number of separately registered better-
living societies is 347—6 central and 341 primary—in addition to the large number
of village credit societies which are being taught to enforce group agreements for
better saritation, for limitation of extravagant expenditure, for prevention of liti-
gation and the like. Over 550 societies keep medicine chest, 2,800 societies have
physical culture clubs over 4,000 members were given training in scouting, and
large sums are reported to have been saved by reducing expenditure on ceremonies,

Partabgarh—Some account of the Partabgarh societies may be interesting as
an indication of the programme sought to be pursued. There are over 5,000 manure
pits, and over 2,000 members keep urine preservation beds, ninety-two wells were
bored and 100 new pucca wells constructed. Two tanks were put in order and
Rs. 250 subscribed in two other villages for the construction of a bundh. Cane
demonstration plots were arranged and green manuring introduced. An improved
method of gur-making demonstrated by the Agricultural Department has been taken
up in a dozen societies. Good Patna potato seed was introduced in 12 villages and
was successful. There are 7 seed unions and 4 village seed supply societies, To
build up future sources of seed, supervisors have been asked to oust the desi varie-
ties of wheat from a group of village so that the stock may remain pure. The Jamna-
Pari goats introduced two years ago did not thrive—probably on account of bad
feeding; five of these are now being maintained under a supervisor and are doing
better. Poultry breeding has been introduced in a few villages. In 173 villages,
the members put the manure outside the abadi. Two hundred and forty-five dais
have been given training. Seven hundred and sixty wells were disinfected. There
are 52 adult schools and clubs with 1,000 members. The reported attainments in
literacy are 547 capable of reading and writing up to the preparatory standard, and
315 up to the primary standard. A vernacular middle school has been started by a
group of societies. There are 117 physical culture clubs and four of them engaged
professionai wrestlers for teaching the art. Ghee sale was organised in one area.

Four hundred maunds of potatoes were sent to Calcutta and sold there. There
were five group conferences and a play.

Masodha (Fyzabad).—A new development on the Masodha group of societies
was in improving houses and cattle sheds. The landlord, the Ajodhya estate under
the Court of Wards, has been generous with new sites, and in the beginning, to en-

, courage the idea also gave assistance in material. This assistance is not now needed.
Qver 250 houses and sheds were reconstructed during the year. A woman worker
taught sewing, cooking and needle-work to women in six villages. The sale of the
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goods produced by the women, was however, not successful. An attempt was made
to arrange for the marketing of agricultural produce of members but met with
little response. A number of schools were maintained and agricultural practice has
improved noticeably. The progress in these societies is due to the unabated interest
and sympathy of Rai Bahadur Pandi Kashi Nath, M.B.E.
of the District Rural Development Association and
estate.

» the Honorary Secretary
Special Manager of the Ajodhya

Benares.—No new separate better-living societies were organized in Benares.
the attempt was to induce the existing eredit societies to became better-farmin ’
better-living and credit societies as fully as possible. The weakn ; i t;r- i
Societies was neglect of better-farming. To remedy this thirt of stsho .ue Bex;i;res
been placed under the supervision of the Divisional Sul’serint:nd ¢ ,VI ag'es ave
and he has been provided with a staff of kamdars for agricultur:;] ;:ipAggng;]ture

aganda.

Collaboration with Government Rural D
officials of this department worked as honof;.;log‘:;t:a:cetemfe.ym t.WO.districtS,
Development Associations set up under the main scheme rec Otlthe District Rure]
?rnment and in most districts they helped in rural develo menty start'ed by Gov-
ings, and exhibitions. A considerable number of villages sé)le i“d COmmxtte‘eS, meet-
already has co-operative societies; for the others i“StfuctionSc iavin;i):r th.ls scl;etf!;‘;
en issue

the organization of better farming and b ivi
etter-1 ieti s
s o dome. Ving societies wherever Collectors wish

Women's Societies.—Women’s Societies ma 3
h j ; Y be mentioned in thi ter
o i of b e i 65 Tore v 20 i e
' ; : ides 72 unregistered societies. E ng. Socteues
being felt in arranging for the direction and supervision 'f \ferywhere difficulty 1s
ble l’e.sults assessable in terms of money are very Sm'(l)l this 'vvork and the tangi-
here s sope o Ot st smon. gy e 2 Soub et
were made 1o getyme:xberse'wfk at present is largely educational Szfn:c:;fiit);
like pickles b i Lucknow and Fyzabad to produce s i
pickles but there has been little success so far brocuce saleable artxcles{
. \
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CO-OPERATIVE CONFERENCES AND MEETINGS
THE FOURTH ALL-INDIA CO-OPERATIVE CONFERENCE

Bangalore, 3rd and 4th July, 1937.

The Fourth Joint Session of the All-India Co-operative Conference of the Indian
Provincial Co-operative Banks and the All-India Co-operative Institutes met at
Bangalore on the 3rd and 4th July 1937. Distinguished non-official co-operators from
various Provinces and States, the Registrars of Co-operative Societies of the Punjab,
Madras, Coorg, Gwalior, Mysore and Cochin and two officers of the Reserve Bank of
India in charge of its Rural Credit Department were among those who attended the
Conference. Sir Mirza Ismail, the Dewan, the Executive Councillors, the heads of
Departments and prominent non-officials of the State and a large number of citizens
of Bangalore attended the opening session. The opening session was held on the
morning of the 3rd July at the Puttanna Chetty Town Hall.

Welcome Address.

Rajasabhabhushana Dewan Bahadur Sir K. P. Puttanna Chetty Kt., C.LE, LL.D,
the veteran publicist of the Mysore State, while welcoming the delegates, said :

First of all I should like to read to you the following message I have, in my
capacity as Chairman of the Reception Committee, received from His Highness the
Moaharaja of Mysore, whose personal interest, quite apart from that of His Highness’
Government, has meant so much for the Co-operative Movement generally :—

Message from H. H. The Maharajah of Mysore.

1 am very glad to welcome to Mysore this Conference of people who have dis-
tinguished themselves for their services to the Co-operative Movement in India.

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

This message which His Highness has been pleased to vouchsafe to us and which
you have all so loyally and enthusiastically received will, I dare say, live long in our
individual memories and prove an incentive to high endeavour in the great mission
of mutual good will and mutual help for which the Co-operative Movement stands.

It is my privilege to accord you a cordial welcome to our beautiful and salu-
brious City which is daily being made more picturesque and proud for us by the
untiring zeal of my esteemed friend Sir Mirza M. Ismail, KCIE, OBE, the dis-
tinguished Dewan of Mysore, whose presence here this morning betokens not only
his own but also the State’s warm interest in the Co-operative Movement. Co-
operation, though Provincial and State in the matter of administration, is really
All-India in its aims and objectives. It augurs well, therefore, that the All-India
Co-operative Conference Executive should decide upon holding their sessions now
and again in the capital cities of Indian States as well.

Utility of All-India Conference. I do not propose to go into the present position

\_ of the Co-operative Movement, whether in India as a whole or in the Provinces and

the States. We have each of us our own local problems in administrative matters

and also our own particular difficulties to contend against, difficulties which are in-
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herent in the Movement as a whole. But there is hardly any doubt that the Move-
ment has been of great service, from the point of view of the economic well-being
of the people as a whole, whether in the urban or the rural arcas. Qur larger pro-
blems are nearly the same, while the remedies we seek {or them are such as to re-
quire common discussions and common decisions. The utility of a Conference of
this type thus stands unquestioned. Its best justification s that a country which has
a common heritage of culture and civilisation and has for its ideals and aspirations a

common goal cannot but act in unison where the prosperity of the masses is most
concerned.

Co-operation in Mysore. The Movement in this State has made con-
§iderable progress during the past three and thirty years it has been
In existence here. Owing to a variety of causes—not least the after-effects of
the War and the continued depression that has been on us—the Movement has
shown here, as elsewhere, a slackening in the rate of its progress. But the Admini-
stration and the Department here have adopted from time to tim.e measuri t nlltml
the co-opcrative spirit unhurt by the adverse tendencies which have o ex‘att:i to de(“)p’
it down. Steps have been taken to check deterioration in the workinp of th ; I:dh
ties by a scheme of rectification and consolidation, Recently a Spefial Co:nmi:;:
was appointed by Government, presided over by my friend Rajadharmapravina
Dewan Bahadur K. S. Chandrasekhara Iyer, BA,, B.L., Retired Chief Justice Mysore
High Court, and it has presented a valuable report of great practical import ywhich is
now under the active consideration of the Government, Most of you have probabl
already read it, but if any of you have not, I should be glad to refer you to it fo .
authoritative exposition of the position of the Movement in our own State T

The Movement To-day. The organising of Rural Credit has been o f th
fundamental objectives of the Co-operative Movement. It will be ne o the
duty to consider how far the Movement has succeeded i :
the agriculturists in India. If it has not accomplished
it at one time, what may be the cause for it ?
be necessary for putting Rural Credit on its tr
enough to say “ Find Raifleisan ” 7 1 feel that m
since that phrase was first uttered years ago.
comprehensive remedies propounded to us—the
of cultivation, conciliation of debt, the develop
facilities for marketing, the organisation of m
than all these even has been the personal inter
quis of Linlithgow, the Governor-General and
to the well-being of the rural people,

‘ 1 dare say, your
n 1mpx;)ving the position of
as much as was expected of
What may he the remedies I:hat may
ue basis in this country ? Is it still
uch water has flown under the bridg-
In recent years, we have had more
banishing of illiteracy, better methods,
ment of subsidiary rural occupations,
ortgage societies and the like. More
est_ taken by Hig Excellency the Mar-
Viceroy of India, in all that pertains

: ) more especially for the i
given to the improvement of the live-stock of the country. No %‘fcaetr;;niztust?e his
. s attempt-

ed to do so much in this direction as the present r i

e epresentatiy wn i
‘Indla since the days of the late lamented Earl Mayo. Locally, einogwthe Cr(? n
interest you to know that our Agricultural Department, found, yoore, It may

. . . - - . . ed
scientific basis, with trained investigators and expert collabo v pn abeolutely

. . . . . . rators, h
earliest in all India to tackle, in the spirit of true research, the cox;xplii gjsgleiz

connected with Agriculture, with which the prosperity of the tiller of the soil i
closely bound up. It may also interest you to know that our AgriculturalsoD lzri?-
fnent has been declared by the highest in the land as one of the best of it kin?rl.m
in this vast sub-continent and that its scientific and departmental work hag ever won
the admiration of those who are in a position to judge of its work. It may ple
you to know further that our Department of Agriculture has al Y e

. ways worked j
closest manner with the loca] Co-operative Department. What success we hal:,leths:
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far attained in either Department of work is due entirely, in my view, to this true
co-operative spirit displayed by both of them. In recent years, our Government,
under the inspiration of our august Ruler His Highness the Maharaja of Mysore, has
turned its attention to the scheme of social and economic amelioration known widely
in India to-day as Rural Reconstruction. Work here, in this direction, has includ-
ed, thanks to the active zeal and persistent efforts of Sir Mirza M. Ismail, our popular
Dewan, the provision of polable water, the banishment of dirt, disease and pest
and the addition of that clean and much welcomed substitute for day-light—electrie
lighting—to which there is every hope of the radio being added before very long.

The Land Revenue Problem. Rural life is thus being made not only attractive
but also worth while, not only for the rural people exclusively but also for those
who would prefer to go back to the village after they have had a spell of town life.
The movement “Back to the Land ” is thus being facilitated in a natural, simple and
unsuspicious manner and is bound to make itself felt in the years to come. Even
this may not help, perhaps, in the view of some people, to make the position of the

" rural cultivator as happy as it might well be. Those of you who have

followed the recent trend of discussions in this country, especially the programmes
of work of the various Provincial Ministries now functioning, including the so-called
Interim Ministries, will have noted the desire to tackle the Land Revenue problem
with earnestness and zeal, with a view to solve it in a manner that might prove
beneficial to the cultivator. What the remedy may be which these Ministries or their
successors may adopt, we, of course, cannot anticipate. But there can be no ques-
tion that this is, perhaps, the problem of problems in India and it is just possible that
in the long run it will be solved on lines in consonance with what has occurred else~
where in connection with the Land Question. With the growth in “direct” taxa-
tion, the idea of taxing Land by itself has nearly ceased to exist in Europe, Tax
contributions have taken the place of the revenue from land and fees. There is no
reason why a similar parallel rule may not successfully operate in our own land.
Nay, more than that, it would seem that taxes on commodities are likely to be re-
placed or at least exceeded by the imposts levied on income as such, in the shape of
either of income-taxes proper or of charges on accumulated wealth. The recent his-

tory of the several financial systems of the civilized world is almost decisive on this

point. A clear perception of the conditions under which the effective attainment of
revenue is possible is now recognised as one of the principal outcomes of financial
developments. Security and the absence, in particular, of arbitrary imposition—
which latter has rightly or wrongly been associated with the revision of revenue as-
sociated with the periodical Land Revenue Settlement operations—combined with
convenient modes of collection have come to be recognised as indispensable helps in
financial administration, whose primary aim is the selection of really productive
forms of charge. I do not think I can pursue this complex yet all-important matter

further here, but would leave it for discussion by your specialists in Co-operation
and Finance.

Solicitude of Mysore Government. The Co-operative Movement is a beneficent
movement, a movement too which calls for the best energies which human talents
can put forth for the bettering of the social well-being of the poor and the needy
who are ever with us. In our own State, not only has our benign Sovereign taken a
personal interest in its development but also his august brother His Highness the

. Yuvaraja of Mysore has ever shown a zealous interest in its progress, His Highnesg'

Government have always been solicitous in directing its work on right lines ag will
pe evident to you from the reports and other literature placed before you.
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Rural Credit and the Reserve Bank. The provision of Rural Credit is attended
with many difficulties and our experience does not perhaps materially differ from
that of other Provinces and States. A combination of circumstances have contrived
to force to prominence the practical difficulties—and I had almost said the anxieties
—connected with this problem. It is small wonder therefore that the aid of high
Banking of the professional kind is being thought of in this connection. The Reserve
Bank of India is, as you all know, charged with the peculiarly heavy duty of link-
ing with its own activities the provision of Rural Credit on safe and sound lines.
Though this State is not directly connected with the aperations of this Bank, still
with the coming of Federation, the work of this Bank, especially in the rural field,
is bound to attract the close attention of the leaders of the Co-operative Movement,

as the development of land cannot go on except with the aid of reasonably cheap
credit.

Final Words. You will agree that I have said enough. I have no desire to stand
between you and your elected Presidents for the session, Messrs. Jamshed N. R-

Mehta, President, Provincial Co-operative Banks' Conference and the Hon'ble.

Mr.-V. Ramadas Pantuly, President, All-India Co-operative Institutes’ Conference-
Their outstanding abilities and ripe experience are well known to all interested

in co-operative work in India. I have no doubt whatever that under their able
guidance, the deliberations of this session will lead to fruitful results

It gives me much personal pleasure to declare this C invi
onference open and to invite
Messrs. Mehta and Ramadas Pantulu to take their respective Pr::idential Chairs.

Message from His Excellency The Viceroy.

After the welcome address was delivered, Khan Mohammad Bashir Ahmed Khan,
Secretary, All-India Co-operative Institutes’ Association r A .

from His Excellency the Viceroy. ead the following messag®

“It gives me great pleasure to send my good wish
Fourth All-India Co-operative Conference,

interested as I am in all that can make for improvement in the conditio f life of
the cultivators of the Indian cowntryside, I appreciate fully the value a dn“g . rtanc;."-
of the Co-operative Movement. I trust that this C e :
extension of the scope for the service of the Moveme
fit of the rural population of India.”

 goc es for the success of the
which is being held qf Bangalore, Keenly

nt, to the true gnd lasting bene-

Presidential Address at the Provincial Banks' Section of the Conference

Mr. Jamshed Nusserwanji Mehta, Chairman of the Sind Provincial Co-opera-
tive Bank, who presided over the Provincial Banks' Section of the Conference, deli~
vered the following address:— '

1t is with great diffidence that I have accepted the privilege of being the President
of the All-India Provincial Co-operative Banks’ Conference. It is an honour which 1
value and for which I am grateful to you. I pray that I may prove worthy of it.

Ours is a Provincial Co-operative Banks' Conference and therefore I hope you
will permit me to confine my remarks mainly to the working and the constitution of
these banks, the difficulties that face them and the work that lies before them. I
propose to take facts as they are and suggest how the banks can serve for the wel-

fare and interest of the provinces which are mainly peopled by agriculturists ang

workers in small and large industries.

onference will lead to furthei™#
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Necessity for All-India Provincial Co-operative Banks Act. The Co-operative
Movement in India is at present entering on its third stage of existence. From 1904 to
1912 the Movement was confined to purely rural agricultural credit work and was
controlled by an All-India Legislation. In 1912 the Co-operative Societies Act was
amended and the scope of the Co-operative Movement was widened in order to em-
brace non-credit activities and urban areas as well. After a period of seven or eight
years with the introduction of Montague Chelmsford Reforms, co~operation was made
a transferred subject and was handed over to the Provincial Governments. The vari-
ous Provincial Governments replaced the India Act of 1912 by local legislation, but
the main features of that Act were retained. The Movement, however, could not make
much progress owing to the peculiar fact that the Ministers in charge of the Co-ope-~
rative Movement, which was a transferred subject, had no control on Finance, which
was a reserved subject. We are now entering into the third and an important stage
because under the new reforms the Co-operative Movement will be controlled by
responsible elected Ministers with conrtol of Finance in their hands. Naturally in
many quarters there are high hopes that the Co-operative Movement will progress

»  considerably and will prove of utmost advantage to each province and cure many
ills of our country. I am also one of those who have high hopes in the Co-operative
Movement and pray that may God give us wisdom and unselfishness to get from the
Movement fullest benefit for our people, whom it is our aim to serve.

I would be failing in my duty, however, if I did not lay particular stress on a
very important point which, if not well considered, owing to the new political situa-
tion, may involve the Movement in a serious danger. The Co-operative Movement
came into existence in our country at the initiative of the Government. The origi-
nators of the Movement were very clear in their minds that the official control over
the Movement should go on progressively decreasing as the Movement progressed
onward. This has not been possible and in many respects Government control has
on the contrary been increased. I agree with Mr. Darling, who suggested in one of
his latest speeches, that there should be a careful graduated departmental control
over the Societies. But so far as the Provincial Banks are concerned, I am dis-
tinctly of the opinion that they should be entirely free of Government control, except

%r audit purposes of the Government. My reason is this. The Provincial Co-ope-
r “rative Banks have huge financial resources and we should be very careful to see
that these resources do not become instruments in the hands of Ministers or any
political group or party to be used through Co-operative Department, which has
widespread wings of influence and power distributed extensively, specially in the
mofussil, in all parts, howsoever remote. The influence of Co-operative Movement
should be retained entirely for the welfare of the people and should not be utilised
for the purposes of any party, group or political ends. If Provincial Banks are not
free from such control, lakhs of members in the Co-operative Societies and crores of
rupees that are invested in the Movement and all the power behind it could be very
easily utilised for party and political purposes. If this happens the Movement will
be ere long dead and I am doubtful if it can survive from such shocks. We have ex-
perience of England and Ireland before us where the Co-operative Movement is
scrupulously kept away from political influences.

1 therefore submit that the Provincial Co-operative Banks of the country should
, be governed by an All-India Provincial Co-operative Banks Act which may be so
#. designed as to make these banks absolutely free from control of any political party,
" group, or such influences. If an All-India Companies Act and an All-India Insur-
ance Companies Act have been found necessary, I feel more strongly that an All-
India Provincial Co-operative Banks Act is vitally necessary in the interests of all

15. .



444 THE INDIAN CO-OPERATIVE Review

concerned. I would, therefore, earnestl
of the Movement to devote their atte
advisable to have an Act of this natur
and to find out ways and means to
doubt are there! Such a piece of le
the Provincial Banks are meant.

‘4 request those interested in the lasting good
ntion to this question, and see whether it is
e and if so, on what lines it should be enacted,
get over the constitutional difficulties that no
gislation would do rea] good to those for whom

Nature and Extent of Government Control,

:na;cted, it }is of vital importance that the nature an
rol over the Co-operative Movement shoul

in t‘he Acts—at least I am certain of the golr):b:lyea:ij?: tv};rell deﬁned: o Whe}fe
Reglstra‘rs to control the Movement as Executive officers 9T£0wer given to the
appropx:lated powers which are not assigned to them by the s‘tat e e
come dictators without responsibility and where they lack the ; sy pave be-
it becomes exceedingly difficult to run any co-operative institur:?gjxlev(}/iehosfa?;?’nc:;

)

it has been rightly pointed out by the Hop’
on’bl i
Mr. Darling when he said at Patna that the i s otulu, and T sgree with

Until such an All-India Act is
d extent of the Government con~

intention of the Provincial Governments to gi

! S . glve the controlli i
Registrars, it is but fair that along with the control the cor::shngd-authonty t.o .t'he
of the Govemmgnt should also be made very clear. The varj b mg- resp onsibility
ments should give statutory undertaking that they o ) vinial Govern-

Central and Provincial Banks, will come to the help of the
en. I know in som
had to come to the assistance of the Provincial Bagks in ti

fore, emphatically of opinion that time has come when ::n :h of need. I am, there-
clear as to what are the duties of the Registrars, as to what ot e made legally
the Movement and what are the responsibilitie. extent they can control

hold in deposit large surplus sums of the Societies w}’l e v supposed that they Wm\.l»

therefore it was thought essential that these banks shomh

Max:mging C.ommittees or the Boards of Directors from amongst
Soc-xet'xes, with a view that the funds may not be utiliseq mgs the members of the
to }n{ure their interests. But the position is exactly the °nYy manner caleulated
societies have rarely any surplus funds invested with Cent ll‘eVerSe, The primary
A good number of the Provincial Banks obtain enormous de @ .or- Provincial Banks,
individuals belonging to urban areas and lend the same mal?ols its in laf'ge cities from
others in rural areas who have no stake in the banks exce 1tn yfto agriculturists and
also many times purchased from the money lent by the Ili)anl bl s.h ares which are
vital problem and it will be useful to consider what is said in th created a
cultural Department of the Reserve Bank of India that : ¢ report of the Agri-
“The theoretical pre-requisite of co
should be lenders and others borro

will grow year to Year and

-operation is that some of the groups

wers ; this is not the cage ;
The capital is almost entirely borrowed from outside sourZan;:; rthCOl;g:ry.
e e

capital in many cases is not a real exception to thj
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to the extent to
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Under these circumstances to make the governing boards of the Provincial Co-
operative Banks predominantly representative of the borrowers is to diminish the
credit of some Provincial Banks in India. There is a notion lurking in the minds of -
several persons that because they are in the Co-operative Movement, the Provincial
Banks are philanthropic institutions and should not be governed as business con-
cerns. Whilst one can agree that in the Co-operative Movement the banks should
have a wide and social outlook, there is not the least doubt that the existence of
these banks depends upon the confidence of the lenders, who are mostly ocutside the
Co-operative Movement, and that there can be no slackness of any kind in running
the Banks on sound commercial lines. We should unhesitatingly take the advice of
the Reserve Bank of India and devise means to see that the Provincial Banks are
put in the hands of practical bankers and adequate representation for depositors is
secured on the Boards of the Provincial Co-operative Banks. I am certain in my
mind that such bankers on the Board of the Provincial Banks will control the ordin-
ary wild notions that the Apex Banks have always to give and never to receive back.
This will also improve recovery and will check overdues. The talent of these com-
mercial and educated bankers will also be utilised for finding out means to put into
operation various schemes for the welfare of the rural areas through Co-operative
Movement. The talented bankers and financiers have realised very well that the
prosperity of the province and country depends upon the welfare of the rural areas
and the agriculturists. There is a very interesting suggestion made in the report of
the Reserve Bank that attempt should be made by the apex institutions to work on
commercial lines and out of the profits made from such undertakings build up re-
serves and help borrowers—rural agricultural credit societies. This suggestion de-
serves full consideration and if it is to be carried it becomes more necessary to have
the help and good-will of educated bankers and financiers on the directorate of the
Provincial Banks.

Functions of Provincial Banks. This brings me to the consideration of the func-
tions of the Pravincial Co-operative Banks. It is claimed that the Provincial Co-opera-
tive Banks are to be purely Agricultural Co-operative Banks and are meant only for

_financing agriculturists. It is no doubt true that in the initial stages the Co-opera-

@ve Banks were meant for financing agricultural societies only. But after 1912 the
‘view was given up and the Co-operative Movement was expected to embrace all
sorts of activities wherein people agreed to associate voluntarily with each other on
terms of equality in order to secure the satisfaction of their common economic needs.
It does not matter whether the members are agriculturists or labourers or salary
earners, etc. As Mr. Calvert puts it :—

“Co-operation is an alternative form of organisation to capitalism. It is
specially suitable to people who have no capital sufficient for the full satis-
faction of their ends on a joint stock basis.”

India being mainly an agricultural country and agriculture being the industry
that absorbs 90 per cent of its population, in the initial stage, it was no doubt intend-
ed that Co-operative Movement should only concern itself with agricultural credit.
Since the time of the East India Company, it was the function of the Government
of India to finance the agriculturists. But in 1904 Lord Curzon saw the enormity
of the problem and thinking that Government of the country could not for all time

_ to come handle the question of financing agricultural industry, he made attempts to

start co-operative credit movement in India. But after a quarter of a century of
working of this Movement it is seen that although the Movement may mainly con~
cern itself with agricultural credit, yet there is enormous scope for others also to
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achieve their economic ends through Co-operation. There are a large number of .
urban banks, salary earners’ societies, co-operative labour unions, housing societies,
sale and supply societies, which are non-agricultural and non-credit in their
character. It cannot be therefore said that one of the functions of the Provincial
Co-operative Banks is not to finance and encourage such sort of societies. To con-
fine the activities of Provincial Co-operative Banks merely to finance agricultural
sacieties is untenable and under the present circumstances would be uneconomic-

Audit. I have further begun to feel that the duties of the auditors of the Co-
operative Department have invariably been mixed up along with the administration
of the societies. The auditors are not independent officers, because they are under
the control of the Registrars who in many instances have their opinions expressed
through auditors. It will add greatly to the soundness of the Movement if the audi-
tors of the Co-operative Department are made independent of the Registrars and are
placed directly under the Auditor or Accountant-General in each province. This
will have a very salutary effect upon the working of the administration of t1‘1e Co-
operative Department and Co-operative Societies.

TN
In this connection let me quote Mr. Lahiri of Bengal, who says: 36

“The basic principle of a sound system of audit is that the auditing authof. .
should not have any responsibility in the management of the concern, the
accounts of which are to be audited. So far as I am aware, the various
systems of audit in force in different provinces in India contravene this
essential condition. And so long as the Co-operative Departments retain
their present system of control over the management and working of Co-
operative Societies, their audit cannot be expected to yield the results ex-
pected from an independent and efficient system of audit.”

I would therefore earnestly request the Conference that we should press for the
reform in this direction to be introduced at an early date.

Report of the Agricultural Credit Department of the Reserve Bank f Indi
Now, friends, permit me to deal at some length with the recent report of t}? : ‘:I.
cultural Credit Department of the Reserve Bank of India. At the joint m et' gri-
the Standing Committees of the Provincial Co-operative Banks’ J eeting ‘§

. . . Associati
the All-India Co-operative Institutes’ Association, which took place in D:{:z znd. g
last Easter, disappointment has been already expressed regarding the rept)rtur;r;e

it, however, said to the credit of the framers of

the problems relating to agricultural finance in atil:r:} zzg::ﬁtmt?z have analysed
diagnosed and located the disease, correctly dissected the body but Er. They .have
the operation table for others to stitch up the wounds and ﬁndyom; ave left it on
it. They have comprehensively considered the credit facilities of mgdxcme. to cure
quired by the agriculturists in India and as this is the report ::;:“ir:n:: :}:

highest banking authorities in India it ought to be ear
efull i
the question of providing long term credit through the a;;n‘:;nt(fie;eaid L;,woof:a::

Banks is concerned, I think it would be out of place ;
; place if I i
detail because ordinarily it is not the function of thed;:;t, ‘or;i::ﬁscgrg:i:?ﬁ:v:

Banks to provide long term credit to agriculturis s .

Mortgage Banks which have at their disposal longt::‘erxlr: fliiathe business of Lani
considering here the question of Land Mortgage Banksg I nces. As we are n::h
that the Provincial Co-operative Banks will not be able ::nd only say this mu
of accepting advice of the framers of this report o much in the way,

. until and .
gage Bonks are established on sound basis with sufficient ;::;1;:3 atth:heLi‘;nddispoMo::l

~ F
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and I regret to say that the Agricultural Credit Department of the Reserve Bank
gives very little hope to the Land Mortgage Banks so far as finances are concerned.
The report embodies many useful suggestions to the Land Mortgage Banks. It
suggests measures for restricting unproductive credit; it suggests scaling down
of debts by means of Debt Conciliation Boards; it has suggested principles of
sound constitution for Land Mortgage Banks. But it is ridiculous that so far as
any active financial help is concerned, the report states:

“With regard to the question of direct financial assistance by the Reserve
Bank of India to the existing Co-operative Land Mortgage Banks by in-
vesting in or giving money on the security of their debentures, we re-
serve our opinion until we have gained more experience of their work-
ing...... We shall make it one of the principal tasks of the Agricultural
Credit Department of the Reserve Bank of India to keep in touch with
the Co-operative Land Mortgage Banks, study their constitution and
working and give the benefit of banking advice.”

In short, the Agricultural Credit Department of the Reserve Bank of India,
which came into existence after long struggle of the leaders of the country, who
held high hopes that the main industry of the country, financing of which
was formerly one of the main functions of the Government, would now be serious-
ly taken into hand by the State Bank, states in plain terms that they would give
nothing substanial except empty *banking advice ”, The Reserve Bank proposes
to maintain absolute “fluidity of its resources” and therefore cannot afford
to lock up its funds in debentures, etc. of these banks. If the Reserve Bank of
India, which is practically a State Bank having enormous resources of the Gov-
ernment at its disposal, is afraid to lock up its funds in debentures of banks which
are out to finance the staple industry of the country, I wonder which other
sources the Land Mortgage Banks would tap for their working!

I may here draw the attention of the Conference to the fact that it was one of
the grievances of Sir Horace Plunkett, one of the greatest Irish Co-operators, that
the deposits of the local savings banks were transferred to London and were not used
to the benefit of the country. I do not see why a substantial portion of the post

" office savings bank deposits in India, which amount to crores of rupees, should not

be made available to the Land Mortgage Banks or to the Provincial Co-operative
Banks for being utilised for long time credit financing the industry which is the
mainstay of 90 per cent of its population? The post office savings deposits should
not be utilised at all by the Government of India for any of its capital expenditure
or for any other purpose except for the purpose suggested above. I would earnestly
request those of you who are members of the Central Legislature to take this point
into consideration and move the authorities to accept this suggestion.

Leaving aside the question of the Land Mortgage Banks, if we consider the rela-
tions which the Agricultural Credit Department of the Reserve Bank of India wish
to establish with the Provincial Co-operative Banks, which are supposed to supply
only short texm credit to agricultural societies, we find that the recommendations in
this respect also are equally disappointing and hopeless. The report states: “We
must also make it clear that unless the to-operative banks put their long term debts
on & business footing and separate them from their other business, the Reserve Bank
will not be in a position to be of assistance to them . . . except for genuine short

_ term business, Provincial Co-operative Banks cannot expect facilities from the Re-

serve Bank.” The Reserve Bank of India has made its position very clear and stated
it in a very crisp manner. But how are the long term debts of the Provinecial Co-
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operative Banks going to be put on business footing? The report recommends that
even co-operative societies should submit to the Debt Conciliation Boards and to
their proceedings. But this would mean reduction of societies reserves and capital
or interest or both. The report does not suggest who is to bear these losses resulting
out of this debt reduction business. Further even if the long term debts are put on
business footing by transferring the same to the Land Mortgage Banks (for there is
no other remedy), the Reserve Bank refuses to finance the Land Mortgage
Banks until they have examined their working., This is nothing but indirectly avoid-
ing the issue. The Reserve Bank wants the Provincial Co-operative Banks to put
their houses in order before it can financially help them and for putting the houses
in order they suggest transference of long term debts to Land Mortgage Banks which
in turn they refuse to finance. The conclusion, therefore, is that for the time being
the Reserve Bank of India refuses to give any financial help to any of the present
ca-operative institutions, ie., the bank that enjoys State aid disclaims all responsi-
bility of financing agricultural industry on which the whole Indian economy de-
pends! This is a sorry comment both on the Reserve Bank of India and on the
Government. But let us not grow despondent. It may be that hereafter the
management of the Reserve Bank of India may show broader outlook and less of
capitalistic circumspection. I would suggest this Conference to arrange for a meet-
ing between the Governors and Directors of the Reserve Bank of India and repre-
sentatives of the Provincial Co-operative Banks to discuss some outstanding pro-
blems of agricultural credit amongst themselves and hammer out some suitable
policy of helping the Apex Provincial Co-operative Banks and Land Mortgage
Banks. This huge problem of agricultural indebtedness and agricultural finance has
to be faced with sincerity of purpose and I hope that the Government of India will
bring about some sort of co-operation between the Reserve Bank of India and the
Co-operative Banks on the existence and soundness of which depends the Co

. . . . -opera-
tive Movement in India which has now reached enormous dimensions ?

Interest and Recovery. In many provinces the problem is being discussed as to
what should be the equitable rate of interest charged by banks to societies. At
present it varies from 5 to 8 per cent for money lent to Central Banks and Soci;ties
The rate of interest is determined, among others, by the following factors : 1) cost.
of collecting the loan, specially when the horrowers do not repay punctually, (2)
security offered, i.e., upon the risk of lending and (3) the cost of the lender ;
in his business. Leaving aside the other factors I may mention here that unlike the
Joint Stock Banks it is one of the main function of the Co-operative Bankseth t
finance Agricultural Societies to see that the loans advanced to societies are used f:r
productive purposes or for the purpose for which they are specifically given. It
used to be a maxim in the co-operative world sometime back in India to sendnins_
pectors after every rupee of a loan given to the societies, In order to fulfil this
function of seeing that the loans advanced are utilised for proper and productive
purposes, naturally the cost of maintaining field staff must be taken into consideration
while determining the rate of interest charged to societies. Apart from this the re—'
covery both of principal and interest from agricultural societies is most disappointing
and has become in fact one of the main problems of the Co-operative Movement. 1f
the repayments are proper and punctual the banks can afford to charge lesser rat’e of
interest than they are at present charging. It should, therefore, be our duty to find
out all means within our power to have punctual payment of interest and give all
kinds of advantages to the societies in the matter of reduction in r
We should also agree that the dividends to the shareholders shoul
restricted.

ates of interest,
d be reasonably

incurred
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As for recovery, I may here mention that there is one suggestion, which I do not
know how far we can agree in accepting, in the report of the Agricultural Credit De-
partment of the Reserve Bank of India. The authors of that report opine that the
co-operative societies in various provinces are given a prior claim over the crop in
case of loans for seed and manure. The Bombay Act gives the charge to the socie-
ties on the crop as well as the stock-in-trade like cattle, raised or bought from the
loan given by the societies. But this also raises many difficulties. The above men-
tioned report states that under the English Agricultural Credit Act of 1928, which is
one of the best pieces of legislation in the whole world so far as agricultural credit
is concerned, “ when a charge is created, it is obligatory on the borrower to repay
his loan out of the proceeds of the property charged and he is liable to penal servi-
tude upto three years if he fails to comply with the obligation or disposes of his
property.” The Calvert Commitiee also recommended that the societies have a
charge upon the crop raised from the loans of the societies. If a cultivator-borrower
disposes of his produce without repaying his loan he may be made liable to three
months’ imprisonment. This recommendation requires careful examination by the
chief workers in the Co-operative Movement, If it is judiciously enforced, it may
stimulate recoveries. After careful consideration the Provincial Governments may
be advised to see whether the local co-operative acts could not be suitably amended
to this effect.

Loans—Short Term and Long Term Credit. It is very necessary for those inte-
rested in the Provincial Banks to come to some definite and decisive conclusion about
the short term and long term credit. Howsoever much one may like that the loans
to the agricultural credit societies should be given only for short term and that it is
the only safe way for the banks, they have to admit that long term credits are neces-
sary for the societies. The commitments, collected debts or even past mistakes of
the agriculturists are such that the short term credit can never bring them out of
their difficulties and past debts over which interest runs continually. It may be
considered a very weak financial policy or a mistake to bring them out of past bad
debts but we would be moving without that in a vicious circle all the time. One
suggestion is that of Land Mortgage Banks. Difficulties have been shown by those

. who are interested in Land Mortgage Banks that even that step would not relieve
_‘the agriculturists of their age long debts altogether, and we would be placing Land
‘Mortgage Banks in a similar difficult position as the Provincial Banks. There are

those who believe that Land Mortgage Banks will not be the panacea of these evils.
And even to do some good, a large number of such Land Mortgage Banks would be
necessary and it must take a very long time,

Cannot the Provincial Co~operative Banks do something in this direction till the
Land Mortgage Banks are established and attain a growth where they can be of some
substantial benefit to the heavily indebted peasantry? I am of opinion that the
owned share capital and reserves of these banks should be invested in relieving the
indebtedness of the members of the societies from whom payments may be aecepted
by easy instalments. There may be other ways of helping the situation and I urge
serious consideration of the subject by the Standing Committee of the Provincial
Banks’' Conference.

Rural Welfare and Upliftment. I have said a good deal about the constitution,
functions, responsibilities and safeguards of the Provincial Co-operative Banks, but
I cannot close my speech without mentioning something about a particular duty
which is laid down on us as Co-operators—that of human consideration. The diffi-
culties of the agriculturists have been very often described by many leaders of our
country. Their lot, no doubt, in a large number of instances, is terrible and the
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problems facing them are very difficult. Many solutions have been suggested and a
good many of them have been and are being tried. Tenancy Laws are being studied,
enacted or amended in various provinces. Debt reconciliation and redemption are
also being talked of, and are being practised in various provinces under different
acts. The Government of India have lately adopted various methods of improving
the lot of agriculturists by appointment of Marketing, Dairy, and Cottage Industries’
Officers. The Agricultural Department is making experiments and researches for in-
creasing the productivity of land. Irrigation schemes are being executed and con-
templated continually. Apart from the Government, the Indian National Congress,
other institutions and public bodies have been focussing their attention on rural
upliftment and even the mercantile bodies, Chambers and Trade Institutions are
thinking of this problem and are trying to help the situation, as they have come

to a definite conclusion that the prosperity of trade and industry is linked with the
brosperity of agriculturists.

As far as the Co-operative Movement is concerned, within the Movement, we
have gone so far as Co-operative Sale and Supply Societies, Housing Societies, Seed
Societies and some non-credit societies of other types, but we have not yet touched
even the fringe of the welfare work which we, as Provincial Banks, should undertake.
My suggestion, therefore, is that each Provineial Bank should have a separate de-
partment of village welfare and rural upliftment. The officers and staff appointed
for this purpose should have no other work but to continually visit the rural areas,
make enquiries of the circumstances of the members of the co-operative societies, of
the small industries and work such as dairying, bee-hiving, poultry-farming, etc.,
which they can do outside agriculture during their leisure hours, induce them
to collect their crops or collect the milk, honey, eggs, poultry and such other saleable
articles which they can produce or make and get them sold through thig Department
of the Provincial Banks. Small loans should be allowed to them for such purposes
and all possible encouragement should he given to them in improving their agricul-
tural produce and inducing them to turn their minds to cottage industries. I know
for certain that much can be done in this direction and if the Provincial Banks with
their wide influence all throughout the mofussil area would undertake th

is type of
work, the result would soon be realised in material development.

There is another way in which this Department could help. It is to inquire” ,gkji

about the grievances of the members of the co-operative societies and if they are
found to be substantial, to represent them, through the bank, to the authorities con~
cerned and thus get their grievances redressed so that their lot may be somewhat
easier. At present it is very difficult for them to get themselves heard. They have
no money even to pay for applications which are at many places charged for highl

Fear that they have of representing matters is such that they remain silent, Genexl"-.
ally the rural areas have corrupt subordinates and their ot becomes stxll harder
I the Provincial Banks can institute such a department ag may represent the cases.
of members of co-~operative societies to higher authorities, it will help them greatl

and it will be an additional consideration for them to become members of co-oper::
tive societies. Unfortunately at present the whole idea of the co-operative movement
is to borrow or lend and then struggle over it. This department also can make a link
with the various Government departments such as Agriculture, P.W.D, Irrigation
Marketing, that of the Director of Industries and the Director of Information and can,
thus add considerably to the happiness of the members of co-operative societies,
It can also help in the work of reconciliation.

difficulty or irrigation difficuity, the officers and staff of this department can get they.

the help required and even the knowledge or information for that particular work,

Wherever there is some agricultura] ./
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A little difficulty here in fruit growing or in the growth of the erop, a little difficulty
there when the water should be taken from the canals, information about the market
prices, information about the weather conditions—all this could be supplied to the
advantage of members of co-operative societies by this Welfare Department. The
social work means co-operation in the right sense, and will eventually become a
strong economic back-ground.

Folk Schools. I know I would be asking perhaps too much if I suggest that it
should be the duty of the Apex Banks to start and aid folk schools. It may appear
visionary, but we have an example of a country like Denmark, which is one of the
happiest countries in the world, as far as co-operative societies are concerned. It is
estimated that 90 per cent of its people belong to the Co-operative Movement and
they believe that the success of co-operation in their eountry is due to the fact that
folk schools were established there and preceded the starting of the co-operative
societies. The Finance Member of the Government of India gave last year a grant
of about fifteen lakhs of rupees for co-operative training and teaching. It is not yet
known in detail what use has been made of this sum. I would wish that such
or a larger sum could be utilised year by year for folk schools through the Rural
Welfare Department of the Apex Banks. Thus instead of building a co~-operative
movement on the foundation of sand, we will be building it on that of cement.

Nation Building. My last suggestion is to appeal to the Government to accept
the Co-operative Movement as an important factor in the nation building pro-
gramme. Everywhere people and leaders talk of nation building activities. The
co-operative movement is an ideal lever or instrument to be utilised for nation
building activities in the rural areas and also in the cities with large and small in-
dustries. If the Government takes things seriously, we can also have a happy Den-
mark in our country. It is for those who have vision {0 see that I am appealing and
I pray to God that we may all get wisdom and unselfishness to work for the uplift of
humanity through Co-operation.

Presidential Address at the Institutes’ Section of the Conference.

7w,

The Hon'ble Mr. V. Ramadas Pantulu, President of the All-India Co-operative

 Ingtitutes’ Association, who presided over the Institutes’ Section of the Conference

delivered the following address:—

I desire to tender, on behalf of the All-India Co-operative Institutes’ Associa-
tion, our grateful thanks to the Co-operators of Mysore and to the Reception Com-
mittee for the generous invitation they have extended to the Association to hold this
Conference in the State of Mysore and for fixing this lovely and far-famed City as
the venue of the Conference. The All-India Co-operative Institutes’ Conference is
being held to-day, for the second time, in an Indian State. Our first session was
held in Simla (The Punjab) in 1928: the second at Hyderabad (Deccan) in 1931:
the third at Amraoti (Berar) in 1934 and the fourth is now held at Bangalore
(Mysore) in 1937. Thus we have been assembling alternately in a British Province
and an Indian State once in three years. I consider this to be a significant conven-
tion which, I hope, will be maintained in the coming years. We co-operators in
India established our National Federation of Co-operatives in the Provinces and the
States by the constitution which we gave to ourselves in 1928, while the Simon Com-

\ mission was adumbrating its opinion that the Political Federation of India was yet a

distant ideal and the Round Table Conference was not even summoned to think out

c:}xe problem. In our two All-India Associations, the co-operators of the Provinceg

16
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;nd .the State meet and collaborate without being oppressed by a sense that the

;olv;lnces and the States are separated by any
;,talt(:e " a‘i«:St::Ct't joint t.hought .and joint action on their part. The Indian
Statey e notrr1 lc:r;?l units contzgt'lous to the Provinces. The Provinces and the
The peopte Vtvh o sy unrelated units even under the existing British Indian Polity.
vineen e of e States are afler al'l the kith and kin of the people of the Pro-
traditi;m il g 1(1)1 one c;)a\'lr;try, possessing one civilisation, with a common historical
0 d common bio ogical descent and having common aspirations to promote
e Zcox.)omxc welfare (')f.t‘he masses of India as a whole. We must remember that
::cri t}meslarxd responsnblhties. to the people do not end with the management of our
- he u%s alone, for ?o-operat‘:xon is nof, 'an isolated factor of our national economy.
talis.';\ls1 its tsask's §nd its place in the political system of the country as much as Capi-
o sta::smzj:ail:lsrtx})l has. We, co-operators, who have anticipated the politician and
e Stateaman | 1e g}a’tter of a Federal Constitution for our organisations, cannot
the constitut:ionearle Zevéizl;flze::egfs?es%am;s tof e e s momentous changes e
: ndia, but must be actual tici in the

;:(c)l;;;ot;; :; es;abh.sh a genuine political federation, which ig calli:ﬁ;;gattzrlsmite the _
s Ind? ro}:/.nr;ce's and the States in a common effort to realise the dream of
T, 13, which is a free and self-governing nation. To my mind it augurs
or the future that the people of the Provinces and States should thus confer,

though in the limited sph i
phere of the economic - i
factors of a Federated Nationality, Fystem of Co-operation, as component

even where our problems are the same,

identical solutions everywhere. Nevertheless, conferences like this afford us unique

:}g:fr:;;fu;xitiets nc;t onf]y 1,::1 take a general survey of the working of the movement in
rent parts o ia, but also to und i
10 Drofit by the Engwledon o ps0 s erstand each other’s special problems and

‘ are being tackled, wheth
have resultefi In success or failure. These are tasks which I roe se g tiulc}‘ iy
Conference itself, confining myself faminat NP d;,

they do not always lend themselves to

on this occasion to an examinatj w
- a 3
our fundamental problems. The first and foremost of them e 2 fe
$]

appreciation of the scope and extent of r ibuti i
r.nake to our national economy, in the prese:iilpg;?itg;iu:;(:alv::dCh co‘opférators. c'an
of th(? people. On such an appreciation will depend our progr ] omie condition
?o thlflk that the Movement has to some extent, lost its mfo:mme: . .
its being charged with tasks too onerous for it to discharge g lzg; "t
appreciation of its limitations and handicaps. The failyre fn h Y 2 very Inadequate
movement, to achieve even a fraction of what was expectodt fe 'CO-operative credt
rehabilitation of the village, and the liquidation of ruril (') dlt o the economic
people. thinking not merely about the causes of that failure bu:;n lebtedness, hasset
potentialities of the movement to remove poverty and ' ind litzo bout the actual
people, even if we are able to eradicate the many and the serizus :ng ” " which the
t? & large extent responsible for the present unsatisfactory workin efe o, Which are
tfon. As a result of this investigation we have arrived at the conclusii: f.ht:l ; Cganisa-
tion alone cannot remove the economic debility of the Indian peasant or 1: Co-opera-
deyt. The outstanding feature of our rural economy is that agriculture w‘;xlinc‘lixa : tl;lis
:l::lzsftas:; :f. the bulk of the rural pox'mlation, is not to-day an occupa;ion of pro y
sistence, a bare and precarious subsistence. A large number of holdings -

to my mind, is g true”

socio-economic barriers, o3

|

I

il

»

-
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of the members of our societies are un-economic. By * economic holding” I mean
& holding which allows a man a chance of producing sufficient to support himself
and his family in reasonable comfort, after paying the necessary expenses of farm-
ing and his rent or revenue. If a holding is not “economic” in that sense, no ques-~
tion of a margin of profit, out of which he can repay his debt, arises at all. Indeed
“ profits of cultivation” in regard to 90 per cent of the holdings of our members is a
term of art coined by the settlement officers and such “ profits” do not spring from
those holdings, but from the fertile soil of the settlement officer’s technique. Unless
agriculture is itself a secondary occupation or, if a primary occupation, it is supple~
mented by some remunerative subsidiary occupation, the vast majority of the mem-
bers of our credit societies, do not possess what is popularly called “repaying
capacity.” The catastrophic fall in prices of land as well as its products, during the
present prolonged period of economic depression has destroyed what little margin
which even a few big agriculturists, with economic holding, used to have at one
time,

It is not merely the uneconomic character of the bulk of our holdings that the
peasants suffer from, but also a repressive system of land tenure, with its evils of
absentee landlordism, infeudation and subinfeudation, and an oppressive system of
land revenue which presses too hard on the man with small holdings and cripples
him economically. The age-long dependence of the agriculturist on the usurious
money-lender, who keeps his victim in a state of perpetual subservience, has practi-
cally broken the economic backbone of the indebted peasant. The closing of the
overseas markets to many of our commercial crops, mainly due to the emergence of
a new phase of economic nationalism of our old customers, and unfavourable ex-
change ratio (an over-valued rupee) and other complicated factors have substanti-
ally increased the load of the agriculturist’s debt and the burden of his taxes. The
depressing environment, which envelopes rural life, and the low economic vitality
of the peasant are thus the results of many complicated social, political and economic
factors. Attempts to increase production and induce the cultivator to adapt im-
proved methods of agriculture are blocked by economic circumstances. Mr, Keat-

“-4ngs, in his “ Agricultural Progress in Western India” says: “ There are many physi-

N

.cal obstacles for the chemist, the botanist, and the engineer to surmount, but the
value of their assistance must be seriously discounted, where obstacles which

_ dominate the situation are economic; and the state of affairs must continue uniil
the economic difficulties are overcome.” What has been said of Western India applies
equally to the rest of India.

I do not for a moment deny that this aspect of our rural economy has been pre=-
sent in the minds of the Government and the people and that some remedial mea-~
sures have been advocated and even attempted with varying degrees of success.
But, it must be said that no concerted and effective attack has been so far launched
by the State in India to remove the causes of the chronic poverty of the Indian
peasant, to improve his income and purchasing power and to bring about a change
in his outlook on life and his standard of living. I believe that there is no one in
India to-day who will contend that this task can be accomplished without well-
conceived and courageous State action. An enlightened agrarian policy has not been
a marked feature of any provincial government in India so far, With few excep-
tions, the same may be said of the India States. With the passing of the Government
of India Act, 1935, measures relating to agrarian reform are now primarily within

cuthe purview of the Provincial Governments and it is therefore to them that we have
‘to look for relief,
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It . . . . .
is obviously impossible, in an address like this, even to indicate in broad out- JA

line the i

Indinn Sg;a:ltl:e:exhlch }l:ave to l.)e taken by the Provincial Governments and the

the rainos ook uove the c}fro.mc poverty of the peasant and to relieve him from

of agrarian s n? lences of his indebtedness. I dealt with some of these measures

of the B o t}lxn rIny fiddroa,ss to tl:xe joint meeting of the Standing Committees

ot ikt e nstltutes. Associations held at Delhi in March last; and I do
© repeat myself on this occasion. I shall now content myself with refer-

ring to one of those reforms i i n
which, in my opinion, must b i ¢
. , e pl forefron
of the agrarian programme of the autonomous prov’inces. placed in the

Ref

vamc::nilnoIf dI'Jand Revenue System. The demand of the people of the British
Lrovin Statumr; 1ab to. ax.)ply to land revenue sound principles of taxation and to place
o 8 statut y basis is a very old one. The vast disproportion of the incidence of
e thatb, c:;mpared with that of other taxes, and the necessity of removing 8
part of that i:n(') nex;t;r;m 1those wh(;) are unable to bear it, and laying a more equita-
classes and interest: i -

ﬁuted. The Marquess of Salisbury, ests, who are able to bear it, cannot be dis
I:led\i»;is }_‘t*}:; Slecretary (‘)f $tate for India, said: “So far as it is possible to change the
al system, it is desirable that the cultivator should pay a smaller propor-

tion of i i i

revenuetl;:o;attl}ri:arluchi;rg.e. 'It Is not in itself a thrifty policy to draw the mass of

e from the r ;z}ll Istricts where capital is scarce. This injury is aggravate

lont Tt e ;r:h so much of l:ev?nue is extracted without a direct equiva-

Government of 1oae st aft 1the provincial governments, as reconstituted by the

lead was given to them by 0the g;gi’n:v;‘;lr?iat:xc:: thi:! D ontiin, opecially os o ol

& ary Committee, i

coa;xp;remtszkt:: l;\/ll:zx1tl.:1ogtv.}1:ie-Chelms(flord Cox?stitution and a decad,e “1,:::1 g;v:h:h eSim°“

of dmission. Bt ],1 e }?g was done .mamly because of the traditional conservatism
alf which was dominated by old time revenue administrators and

of the reactionary nature of th zam
e transferred i
money-lenders, and other vested interests, half, which was captured by indars

The vital and urgent natur i
e of this ref i
rural masses, is evident in the fact that in :{'m oimetiorate the condition of the

feveri L . | provinces of India, a inary
e"eglsgoﬁt;’.lty hati deVerI:Defd ;mce the first Day of April in the Yez:; z’f{tz}ar(::iu;33 '
Ann i, on the part of both the majority ministri 4
the I . .. . jority ministries and of i
l:’eec mnterlm mfmstenes: This only shows that no aatdministx-atovrvhat are oo
: ome resx)ons:ble. to his electorate and his legislature in the Provi after having
0 ﬁtam :1115 seat in a provincial government without satisfact::i‘lymfa:an’ N
problem of land revenue reform. All provincial ministries have nov}:' r alfnu(;g thii:
ealised, as

by sudden inspiration, that the old
, system of periodi
enhancement on each occasion must be abanp o) resettlements, resulting in

doned. It i
settlements based on the price level during the war perti:o:is ar:-::iwt}:: pnceded that the
must be scrapped, and that in any case we m e post-war perlod

ust go back t
<.>f future reform. It is further conceded that substantial (:'e]:iiti?;l:}];s’ul“ e
in the rates of land revenue even as they stood in 1912, in order to (;iv: ?vjstmads
» an

adequate relief, specially to those whose holdings are

the question of how the loss of revenue caused tﬁereby ssrhn:\illdml:: nu:szonomic- o

parti_ally, there is as yet no consensus of opinion Speaking for mysel?pa'n:: l;!l‘:l:

special reft'erence to the province of Madras, I advocate the imposition of a graduated

:x t:n agrxcultt.}ral incomes, above a certain prescribed minimum, of holders of land

estatee ryotwari areas as well as holders of permanently or temporarily sett]
8. There will of course be local rates in addition. The Taxation Enq _e

speaking in the sixties of the last century, when «
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Committee put up a reasoned case in defence of a levy of tax on agricultural incomes
with an element of progression in it. It is now fairly clear that “ political objec-
tions” and “administrative difficulties” which have so far been persistently urged
against such a reform, both by the Central and by the Provincial
Governments, can no longer be urged by the Provincial Governors who
have given clear assurances that they will not interfere with the constitutional acti-
vities of their ministers; and no one will deny that land revenue reform on these
lines is a constitutional activity. I believe that, under such a scheme of reform, the
relief to the small agriculturists in the province of Madras, whose incomes from
land are below Rs. 1,000 per annum would be a reduction of about 25 to 50 per cent
in the amount of land revenue now paid by them according to the varying conditions
of the different tracts of the Province.

Relief to agriculturists in the permanently and temporarily settled estates by
reduction of the exorbitant rents now charged on their holdings and in provinces
where the tenants do not possess rights of occupancy, by giving fixity of tenure by
making holdings heritable, if not alienable, is equally important ; in other words, the
tenants of estates require adequate protection from rackrenting and freedom from
eviction. The Socialists in India are against schemes for the conferring of occu-
pancy rights on tenants, for they would create proprietary rights in a large prole-
tariat and “serve as a dope that would subdue and hold under check any revolu-
tionary spirit that may be left in the peasant”. But, fortunately the Indian National
Congress stands committed in its published agrarian programme to revision of land
tenures so as to confer rights of occupancy on fenants and, a front rank Congress
leader assures us that the Congress “does not visualise a kaleidoscopic change of a
sudden and startling character at a remote age in the social agrarian and economic
conditions of the country, which would in one bound abolish private property and
with it the thousand ills to which the ryot of to-day stands heir”” So, there is hope
that even Congress ministries will handle this problem correctly.

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

Rural Reconstruction. After years of working of the Co-operative Movement,
it seems to have been felt by co-operators that the problems of the villager are not
capable of being handled in water-tight mmpa@ents and that his economic needs
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should be satisfied, with an understanding that his life cannot be cut up into dis-
tinct and isolated departments. Therefore, the question whether the life of the
villager can be brought as a whole within the range of the Co-operative Movemet'lt
has forced itself more and more on the attention of co-operators. This, in fact, 18
the genesis of co-operative programmes of Rural Reconstruction. Eminent co-opé-
rators have, from time to time, declared that rural organisations will succeed better
if they are placed on a co-operative basis. The latest pronouncement on the sul?-
ject is embodied in the resolution of the Registrars’ Conference held at Delhi in
December 1936. It runs as follows :—

“The Co-operative Movement should be used to the fullest possible extent,
compatible with its principles, for extending the rural reconstruction movement,
having regard to the fact that it is the best and in many areas the only means of
providing the one organisation, within which the rural reconstruction movement can
be expected to be permanent.”

While I am in full agreement with the idea that the spirit of co-operation is vital
to organise rural reconstruction programmes, I am not quite satisfied that the whole
range of the economic needs of the villager can ever be comprehended in the Co-
operative Movement, having regard to the present position of our village economy
and the well-known limitations of Co-operation. I entertain serious doubts whether
the present day rural economy in India will lend itself to reconstruction on a co-
operative basis. It was nowhere attempted in the west. It might have been per-
haps possible under the old system of village community life. But the community
life of the village has been definitely replaced by the individual economy. Mutual
co-operation has given place to competition. The villager no longer feels that he is
an integral unit of a simple social structure, which is knit by mutual self-interest.
The traditional balance between culture and wealth has been upset and the moneyed
classes gained an unhealthy ascendency. With the destruction of the old village
crafts and home industries by the inevitable competition of organised industry and
mass production, the villages are no longer economically self-contained units, even
in regard to the satisfaction of the daily needs of the villager. He may consume the
rice or wheat produced in his village for food; but, he wears a cloth made either in
a foreign country or in a distant Indian mill, drinks in Austrian metal cups, eats in
British enamel plates, feeds his children on Swiss condensed milk, and lights his home }
with a German lantern. With the disappearance of the village artisans and their
service inams, which were granted as remuneration for community services, the

villager has to pay in cash for all the services he needs—those of the carpenter, the
blacksmith, the cobbler, the potter, the washerman, the barber and even the priest.
The amount of cash he possesses fluctuates with the prices of his products. The
modern system of administration, with its individual pattahs, cash rents and the
ballot box, have thoroughly revolutionised the nature of the old corporate village life,
without at the same time substituting for it a modern organisation, which is cal-
culated to foster a sense of corporate existence or civic responsibility in the villager.
We must remember that it is on such village soil that we have to sow the seed of
Co-operation. It will either not grow or the plant will soon wither away, if it
grows at all.

After giving my close thought to several programmes of rural reconstructio_n,
I feel that there are several items in them, which either do not rightly pertain
to the sphere of co-operation, or which cannot be successfully .carried out by the
co-operative organisations. In these programmes, t}.lere are such 1t:ems as the educa- |
tion of the villagers' children, the construction of village roads, fnamtenance of rural /
dispensaries, village conservancy, construction and repair of drinking water sources
like wells and tanks and maternity welfare schemes. I cannot really understand
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why such services to the village community, which under the modern systems of
administration, rightly pertain either to the Provincial Governments or Local Bodies
like District Boards and Village Boards, should be thrown on the shoulders of
“ Co~operation.” Those shoulders are certainly not broad enough or strong enough
to bear such heavy burden. It must be patent to every one, who has the faintest
acquaintance with problems of administration, that it is impossible to accomplish
such a programme without the statutory right to tax the villagers and the legal

power to enforce the obligations which are involved in the carrying out of such a
programme.

My solution for the socio-economic reconstruction of our rural life is the crea-
tion of statutory village panchayats with powers of taxation and administration.
These panchayats are the only organisations, which can effectively carry out
schemes of rural reconstruction. I am aware that there are village panchayats and
village panchayat acts in many provinces. They are a mere farce and a sham. No
Provincial Government ever took kindly to these village self-governing bodies. In
a scheme of centralised government, devolution of power on the lowest administra-
tive unit like a village, by a process of thorough going and genuine decentralisation,
is most difficult to accomplish. Neither the Provincial Government nor the Local
District Board nor the heads of departments like Revenue, Irrigation, Forest, or
Sanitation etc., were willing to part with any of their effective powers to the village
administrative unit. On the financial side, these panchayats were treated so nig-
gardly as to make it impossible for them to run their administration on any decent
standards of efficiency. The entire land revenue collected in the village is carried
to the Provincial Revenues and additional cess called the local cess is collected to
spoonfeed the local self-governing bodies ; and in the process of doling out fractions
of that cess to several local bodies, no more than a tiny drop reaches the village
panchayat. All this must change if the Provincial Governments really believe in
rural reconstruction and seriously mean to carry it out. Unless an adequate por-
tion of the land revenue collected in each village is left in the village itself for admi-
nistration of the village panchayat, to be supplemented by local taxation, village
self-government will continue to be illusory.

When effective statutory village panchayats are set up in the villages, and the
village self-government is based on a satisfactory financial and administrative basis,
the co-operative organisations can and will function as useful auxiliaries to rural
reconstruction. Indeed, the village credit society can be made to comprehend a
wider range of the villager's economic life than it now does and can be turned into an
agency to draw the villagers together for many common purposes.

Better Living Societies. In this connection, I should like to express my own
views about the expediency or otherwise of multiplying types of co-operative insti-
tutions as aids to economic reconstruction of the villages. The most favoured type
of such co-operative institutions is the Better Living Society, in which the Punjab
now leads. In the bye-laws of these societies, the members bind themselves by
voluntary agreements to submit themselves to the compulsory enforcement of the
decisions of their elected committees and general meetings. The members who com-
mit a breach of their obligations under the bye-laws are liable to a fine ordinarily
extending to Rs. 100, which can be collected by coercive process, as if it were a debt
due to the society. I know that these Better Living Societies have done some useful
work in the Punjab and elsewhere. Where they are working well they may be further
strengthened with advantage. The question is wh.ether in Provi.mes like Madras,
where such societies have not yet been formed in any appreciable number, we
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should introduce them. I feel some hesitation in recommending the formation of
such societies in Madras, with whose conditions I am naturally more familiar than
those of other provinces. In the first instance, the human material available in the
villages to run co-operative organisations being very limited, societies of new types
should not be multiplied, unless it is absolutely necessary to do so, and the chances
of their successful working are assured. In the second place, the ;nain work of the
better living societies in the Punjab has been the eradication of certain abnormal
social evils and the reduction of extravagant expenditure on social and religious
ceremonies. It is obviously impossible for mixed societies, which aim at reforming
social and religious customs to lay down rules binding on all sections of their

members. Therefore societies in the Punjab have mostly been formed on sectarian
communal and caste basis, to reform social evils obtainin .

munity or caste. This is not a development which I fa

Coming to the reduction of expenditure on socia] a
not easy to estimate correctly the results achieved by
the Punjab and elsewhere. The economic adversity of
villager some virtues, the least important of which are
curtailment of avoidable expenditure. Indeed th i
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side when he met the living propagandist with the Question “ where werezs;):uo‘"he“

g in a particular sect, com-
vour in Madras.

nd religious ceremonies, it is
the better living societies in
recent years has taught the
not the practice of thrift and

the special necessity for a separate organisat
time in the Punjab, it was contemplated tha

the formation of credit societies, but very rightly this idea wag abandoned, as the
’

practice of thrift was the foundation of succe,
¢ ss for all i
In view of these and other reasons on which forms of co-operative effort

ion for the practice of thrift. At one
t better living societies should precede

bers through their Credit Societies.

The f[.‘rue Rol.e of Cf)-(.)peratl‘ve Credit. _Great as the economic potentialities of
co-operative credit are, it is a mistake to believe that g credit society can ght
to cater to the needs of every one and for all purposes. The position is welc;r (::: -
Mr. R. F. Bergengren thus: “The Credit Union is a sane business-like dev?ce for
creating credit, not for every applicant, but for every applicant eligible to and worthy
of credit ; not for all purposes, but for purposes which hold forth a real probability
of ultimate value to the borrowers”. I feel that this truth has been often overlooked
in the past, much to our cost. Co-operative opinion, official and non-official, has,
however, now veered round to the view that the main function of the co-operative
credit society is to supply efficiently, promptly and adequately the normal seasonal
credit needs of the agriculturists. Nevertheless, the ground hitherto covered by co-
operative banks in financing productive operations of agricultural industry is
insignificant, while that left uncovered is vast. Short term credit comprehends not
merely credit for operations of actual production, but also for purchase of goods or

4
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services required for farm operations, as well as domestic consumption of the farmer
and also credit for marketing his produce. This itself is indeed a vast range of the
villager’s economic life to cover.

Reserve Bank and Rural Credit. The preliminary report recently issued by the
Reserve Bank of India, under section 55 of the Act, has a great deal to say about co-
operative credit. Co-operators, I believe, will be in general agreement with the
emphasis laid in the Report on the need for the loans from central banks and socie-
ties being largely limited to cultivation finance and to so control credit as to pre-
vent over-financing. 1 do not however know what will be the reaction on co-opera-
tors of the report as a whole. Speaking for myself, I regret I am unable to agree
with much of what is contained in the report on the Co-operative Credit Movement.
The report is written in text-book style, setting out the main principles of agricul-
tural credit and the canons of sound banking, with special emphasis on the limita-
tions imposed by the very nature of agriculture in respect of credit facilities, and
hardly does justice to the particular subject on which it is required to report under
section 55 of the Act, namely, “ the improvement of the machinery for dealing with
agricultural finance and methods for effecting a closer connection between agricul-
tural enterprise and the operations of the Bank.” The report is extremely dis-
appointing and has largely misunderstood the principles of Co-operation. Mr. Dar-
ling, who conducted the preliminary investigation connected with the establishment
of the Rural Credit Section of the Bank, stated his opinion on the report in these
words, in his address to the Provincial Co-operative Conference of UP.: “Some
of us may think that the report does not make sufficient allowance for the features
that distinguish co-operation from ordinary commercial banking.” This is as far as
an official critic could go with propriety, to characterise the general trend of the
report. In plain language, this comes to much the same thing as what I have said
about the report.

The report, starting with the idea that it is difficult to finance small scale agri-
cultural production and that it is needless to finance the producer in respect of
marketing of his crops, as these are invariably sold or pledged to the dealers in the
village or market centre, sets up an elaborate defence of the attitude of the com-
mercial banks towards financing of the agriculturists. The banks are neither “ con-

" servative nor indifferent.” It is the market conditions, with their diversification and

vagueness that hinder their helping the farmer. I do not know how market condi-
tions improve when advances are made to merchants onthe pledge of produce which
is still ungraded or unstandardised. The authors of the report have frankly no faith
in co-operative marketing, even in the holding up of produce for a better price after
the harvest, as too much risk and expense are involved in storage, outweighing any
possible rise in price. It is assumed throughout that co-operators at the helm of
affairs are lacking in the knowledge of markets and technical skill and presumably
could not acquire those qualities even by study and experience—qualities in which
uneducated merchants excel. They go on to argue “if they employ experts it will
almost amount to the same thing in the end as going for the services of middlemen.”
They, however, approve of loan and sale societies, with warehouses, as useful links
between dealers and commercial banks. What an enviable role for Co-operation!
The climax of ignorant criticism of the Co-operative Movement is reached when
they deal with the Provincial Co-operative Banks, They say “If these institutions
appear to be too one-sidedly representative of the debtor, they will not carry confi-
dence when they wish to borrow” Again, “a bill issued by a primary and dis-
counted by an apex bank, will have very little added to its value by the intervention
of the apex bank, if the latter is merely a combination of the various primaries and
17
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show. But it is conceded, by British administrators, like Sir Edward Maclagan, that
indebtedness has risen considerably during the last one century. The Indian Cen-
tral Banking Enquiry Commiitee, acting on the data collected by the Provincial
Committees, estimated our indebtedness roughly at 900 crores. Later enquiries as-
sert that this, if at all, is an under-estimate. For instance, the indebtedness of
Madras was put by the Banking Committee at 150 crores. But the enquiry recently
made by Mr. Sathianadhan, 1.C.S,, at the instance of the Madras Guvernment, puts
it at over 200 crores. Just a few days ago, I came across another estimate for India
which places the total indebtedness of the country at 1,800 crores, just double the
figure given by the Banking Enquiry Committee in 1931. I am not myself able to
account for this alarming increase in the indebtedness, at any rate during the last
one decade. It can be easily understood that the burden of the existing debt has be-
come heavier by the fall in prices, by unfavourable exchange and other causes.
But, the actual growth in the size of the debt is a very different matter. From all
accounts, credit to agriculturists by the money-lenders and all other agencies has
been considerably curtailed, since the commencement of the depression. It is de-
finitely so in the case of co-operative credit agencies. How then, does it come about
that the estimates made subsequent to the commencement of the depression in 1929
show a rise in rural indebtedness even in the post depression period? I think that
the matter requires more careful examination than has hitherto been made.

Before I proceed to state what co-operation can do to reduce indebtedness, let
me guard myself against two possible misapprehension. In the first place, it must
be remembered that indebtedness is, in itself, not a cause for anxiety. Debt, when
productive, is as useful to an agriculturist as capital advanced to an industrialist.
Such debt is really necessary credit and not debt. In normal agricultural pursuit,
the economic background of seasonal credit is the harvest out of which it comes. It
will be wrong to assume that there are no agriculturists, in whose case such credit
is productive and is being repaid from the year’s harvest. I have reason to believe
that about one half of the agricultural debt of India is floating debt, borrowed and
repaid annually. It is in this sphere really that co-operative credit can do a great
deal, both by way of substantial reduction of interest paid on it and of so controlling
it as to prevent over-financing, which will lead to a portion of the so-called seasonal
credit becoming a chronic debt. In the second place, I do not deny that the agri-
cultural population of the country have had their share of the economic benefits
which have accrued from improved communications, opening up of trade, improved
systems of survey and land-records and maintenance of law and order. It may then
be asked why indebtedness has not decreased in spite of the elements of prosperity.
The answer is that some part of the increase in the debt is indeed due to these very
factors which have contributed to impart an enhanced value to the land as well as
its products, thereby making land a coveted security, and enhancing the borrowing
power of the ryot. There should have been no occasion for regret if these facili-
ties were availed of by the ryot to improve his economic position and to strengthen
his ability to produce more and add to the agricultural wealth of the country. But
the number of agriculturists who could have taken advantage of these factors was
never very great, for the bulk of our holdings were tiny and un-economic; and
they were not touched appreciably by these factors.

It is now for me to express my opinion on the question, “ Have co~operators any
solution to the problem of indebtedness ?” In regard to debt borrowed for agricul~
tural operations and repaid out of the harvest annuslly, yes, co-operators have a
solutioni. Controlled credit carefully dispensed through co-operative credit societies,
at rates of interest substantially lower than those charged by money-lenders, pro-
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vides a real and effective remedy to the problem. Such credit fructifies in the
pockets of the borrowers, gives them a larger margin by the reduced interest
charges they have to pay otherwise, and rescues them from the grip of the sowcar
or the village money-lender, who, in addition to charging interest on the loan, often-
times binds his debtor to part with his produce to himself for low prices thu; frust-
rating schemes for the co-operative marketing of the produce Ever' endeavour
should therefore be made to expand co-operative credit aloné theseylines Such
expansion will not only benefit the members of our societies who directl‘ come
under the scheme, but will also bring about a substantial reduction in the erailing
rates of interest and considerably lessen the influence and power of thg money-

lender. There is no reason why we should not s i
ucceed in thi i t
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lages whose agricultural and general economic conditions are practically the same.
They are both situated in secure and well-established canal colonies. The degree
of education in the two villages is not materially different. The departmental audit
and supervision over the two societies is exercised in the same degree. While one
society has substantially benefitted its members, by co-operative credit, the other
has virtually ruined them. How is this to be accounted for ? I may give the answer
in the words of Mr. Wace himself. He says: “ Answer can only be the difference in
character and leadership. Whereas in the one society there has been a president
who, without possessing any marked material or social advantages, has steadily
taken the lead by force of character and has himself set an example of thrift, hard
work and better living resuiting in a material improvement in the position of the
villagers even through years of depression; in the other society, the leader of the
village, with all the advantages of tribal leadership and the prestige conferred by
Government favours, has led his village and fellow iribesmen down the road to
rain” We must learn two lessons from this. One is that the success of Co-opera~-
tion on its material and business side wholly depends on the strength and soundness
of its moral side. The other is that we should not waste excessive sympathy on the
type of the bad society, described by Mr. Wace; and if we mean to succeed, we

must operate only through the good societies of the first type in the story of Mr.
Wace.

Harijans and Co-operation. I feel that, in spite of a great deal of talk about the
amelioration of the economic condition of the depressed classes, there has not been
much co-operative endeavour to help them. For a long time, they were either
thrown on the charity of Christian Missionaries or made the concern of the Labour
Commissioner. The Co-operative Department observed an untouchability of its own,
for reasons which have never been clear to my mind. The Harijans require special
treatment and larger concessions. My experience of the depressed classes societies
is that the average level of honesty and the sense of obligation to repay are in no
way below that of the members of the ordinary caste societies. I have not had
much experience of the depressed classes societies in rural areas but, in urban areas,
the question of unemployment is a serious one with the members of the societies.
Unless the Provincial Governments set apart annually substantial sums of money
for financing the members of these societies, and loans are made either without
interest or at nominal rates of interest, allowing sufficiently long periods for repay-
ment, there cannot be any tangible improvement in the working of these societies.

Another direction in which the Harijans can be co-operatively helped is by the
establishment of co-operative colonies and promotion of co-operative house-building.
Those who know anything about the condition of these people will concede that the
problem of possessing a site for building a hut on, is a serious one with them. Most
of them have no dwelling sites. The limits of the small cheries allotted outside the
villages cannot be extended ; nor can new sites be acquired inside the villages. With
many a Harijan the question is not finding the money to build his hut, but finding
the place where to build it. Surely, the Co-operative Movement is not so resource~
less as not to solve this problem if genuine endeavour is made. I am constrained to
say that no such endeavour has hitherto been made. What has been done by the

Government iz woefully inadequate and that done by the co-operative organisa-
tions is practically nothing.

The Government have helped some landless Harijans in the past with grant of
gricultural lands. In Madras, these grants were coupled with a condition that they
hould not be alienated for ten years. But, in practice, this condition has been a
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dead letter, for much of that land has changed hands and the grants have benefitted
the creditors of the grantees more than the grantees themselves. In many cases, the
grantees are unable to cultivate the lands for want of necessary credit and capital.
The right solution of the problem, to my mind, consists in abandoning the practice
of grants of lands to individual Harijans, and adopting a new system of collective
grants to co-operative societies composed of groups of Harijan families. The lands
will be owned by the societies, while the families will be the lessees. Individuals
composing a family will have ample incentive for cultivating the land in a well-
organised system of cultivation carried out on a co-operative plan, in which bulls,
implements, seeds and other requirements are owned jointly. I hope and trust that
the Provincial Governments will have the practicability of such a scheme carefully
investigated into.

Co-operative Law and Administration. Before T conclude, I desire to refer ta a
matter of considerable importance, to which the All-India Co-operative Institutes
Association has, of late, been frequently drawing the attention of the co-operators.
It is the increasing tendency to officialise the movement. In the last ten years, the
co-operative law has almost been re-written in many provinces, with the Registrar
as the centre of the picture and not the co-operaitve society. No co-operator will
grudge the vesting of sufficient and effective powers of ultimate control and super-
vision over societies in the Registrar and his staff. But, what the Acts aim at is
not that, but a comprehensive and minute administrative control, involving interfer-
ence in every detail of internal administration and the day-to-day work of the
societies. This new orientation is already having a very undesirable effect on the
movement, The Registrar, who is conceived by the All India Aects of 1904 and 1912,
as the friend, philosopher and guide of the movement, has been metamorphosed by
the Provincial Acts into an inquisitor and dictator. I deeply regret this change.
Internal autonomy of the societies is the very breath of the movement. We, co-ope-
rators, call it local self-government as opposed to centralisation. A political philo-
sopher once distinguished the two thus: He said that Local Self-Government is a
system of government under which the greatest number of minds,
most, and having the fullest opportunities of knowing it, about the
in hand, and having the greatest interest in its well working,
of it or control over it. He defined Centralisation as a system
which the smallest number of minds, knowing the least, a

knowing the
special matter
have the management
of government, under

opportunities of knowing it, about the special matter in hand, and having the smallest
interest in its well working, have the management of it or control over it. Writers
on political institutions have taught us that under local self-government tl;e officials
exist for the benefit of the people and that under centralisation the peo’ple exist for
the officials; that local self-government provides for the civie education of the
people and centralisation “based upon the principle that everything is to be done
for the people rather than by the people, creates a spirit of dependence which dwarfs
the intellectual and moral faculties and incapacitates them for citizenship.” The
basis of local self-government is confidence in the people, while the fung;xmental
idea of centralisation is distrust of the people. It is thig political philosophy of cen-
tralisation that is fully carried out in the scheme, scope, aim ang objects ofy the new
Co-operative Societies’ Acts in India. I venture to make 5 most earnest appeal to
the provincial co-operative organisations and to the autonomous Provincial Gov-
ernments to undo all this and to place Co-operation once moy

e on its pro des-
tal as a popular movement, based on self-help, self-reliance and self?gosl;): :nzxeent
Politics and Co-operation. Friends, I have said myuch

that must appear to ’
quite commonplace. I have also perhaps made undue demands on y;;pui ;atielr,::

nd having the fewests,

£
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and indulgence. My justification for dwelling at such length on some of the very
elements of Co-operation is that they require frequent reiteration, inasmuch as our
simple but life~-giving message has not yet reached the masses ; nor have our prin-
ciples and methods drawn to them even a small fraction of the educated and
thoughtful section of our people. Large accessions to our ranks can be had only
when it is widely realised that Co-opcration simultaneously promotes individual
good as well as the good of the community as a whole and that, if rightly applied,
it tends to eliminate factors, which make for internal conflict in society. It is a
movement, in which the duties of civic life, responsibilities of corporate existence
and lessons of self-government can be learnt by daily practice. It is, therefore, a
matter of particular regret to me that the potentialities of co-operation as a nation-
building activity are not duly appreciated by those who are seriously engaged in
the struggle for the political freedom of India. I plead for a better understanding
and closer collaboration between congressmen and co-operators. My appeal to
congressman to swell the ranks of co-operators and a similar appeal to
co-operators to swell the ranks of congressmen, are in no way incompatible with
the cardinal principle of co-operation, namely, political neutrality. The Madras
Journal of Co-operation has given a right lead on this question. I appeal to the
Provincial Governments and their officials to shed their suspicion of the construc-
tive activities of the Congress and its agrarian programme. The aim is the achieve-
ment of Economic Swaraj which must be equally the aim of the Provincial Govern-
ments. Political neutrality to be real must be practised both by the non-officials
and officials. Among the many definitions which Mahatma Gandhi gave of Swaraj
in the course of his remarkable utterances, there is one which says that * Swaraj
means at least the power to conserve Indian industries that are vital to the economic
existence of the nation and prohibit such imports as may interfere with such exist-
ence.” Has co-operation no place in such a scheme of Swaraj which is broad-
based on the economic emancipation of the masses? It certainly has. If only people
care to do so, Co-operation can be harnessed to the constructive programme of the
nation, so as to make India self-reliant, in her endeavour to feed and clothe her
children. Why then are the ranks of co-operators so thin? The fault perhaps is
not entirely that of the people, but perhaps partly ours also. In order to enthuse

.the nation and make our movement subserve national ends, we, co-operators, must
" ourselves develop an intensely national outlook and must rise above every tendency

that makes for disunion. When we co-operators have attained this standard, our
call will be irresistible ; for

“Thou must be true thyself

If thou the truth would’st teach.
The soul must overflow

If thou another soul would reach.”

After the presidential addresses were over, Khan Mohammad Bashir Ahmad
Khan presented the report on the working of the All-India Co-operative Institutes’
Association. As it was already late, the report was taken as read. The report has
been printed separately under the heading A Short History of the All-India Co-
operative Institutes’ Association.

The opening session then came to a close.
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PROCEEDINGS

The business session of the Joint Conference
3rd July at the Apex Bank Hall, Bangalore City,
tulu presiding.

was },1e1d on the afternoon of
the Hon’ble Mr., V. Ramadas Pan-

The Hon’ble Mr. V. Ramadas Pantulu : This ig i .
ference of the All-India Provincial Banks’ and ‘A:I};TI::isamgS:—zessmr? of the -Con-,
Associations and we have followed the general practice of holfi?ljatlve IIlSt}tutes
tions jointly. The Standing Committees of both the Association, g}:he delibera-
terday, considered the agenda and framed draf resolutions to SbW ich met yes-
you for discussion. It is open to any delegate to m ® Dlaced before
fication in the draft resolutions. The usual proce
down a proposer and a seconder. As we did not kn
arrived—some of them having arrived this mornin
put down the names of the proposer and seconder
delegate who wishes to speak on the resolutions wi

I am glad to see that the Regisirars of - ; .
Punjab, Mysore, Gwalior, Coorg and Cochinczsge:}i:vzdsd(zf;etlels Of. Madra&f’ the
of Madras and two representatives of the Reserve Bank of T (:1]_13 _Jomt Registrar
Agricultural Credit Department are present. In Mg dras, th .n Ha in charge of the
ration between the Department and the Socicties, and i hele 1s complete co-ope-
official members on this occasion will further the’ it ofope the Presence of the
be glad to }}ear them and know their point of view. We Zﬁ“;lperatxon. We s}'lall
any suggestions that come from the Registrars and h a greatly appreciate
Reserve Bank on each occasion as the resoly © representatives of the

tion
V. M. Thakore to move the resolutions one by 50::?' moved. I now request Mr.

ow which of the delegates had
g—we have not been able to
for the draft resolutions,

A
1 be allowed to do so. i

Income-Tax

Mr. V. M. Thakore then moved the following resolution :

“1. This Conference resolves to

re
to amend the Indign Income-tax A duest the Government of India so

o

. ct ; -
super-tax the incomes deriped by co as to exempt from income-tqx and ¢

of their own reserve funds in Gov
Government Securities for purposes
prescribed scale, under statutory ob

ernment Securities ;
of fluid resource to
ligation, in force in

(b) investments in
be maintained on a

. each province.”
The present position is that whatever provinee

rities after deducting interest allowed on“;‘:::::it;s S}fl‘“{:&d fro .

corr_le-tax as well as to super-tax. The injustice “’,e a?waalar;ce Is assessed to in-

Indlan. Income-tax Act, although the profits of co'operatbi"s, eel is .t,hat under the

frox'n Income-tax, our income derived from interest on (e;SO(:xetxes are exempt

which goes to make the profits, is assessable to income-tax an((’i"‘:l:;r::x;t securities,
-lax.

Khan Saheb Khan Hasham Khan seconded the resolution.

Rao Bahadur Sir M. G. Deshpande :
thing but Government Securities.

m interest on secu-

We cannot invest our surplus funds in any-

Can you not ask the Go
! >nt vern,
I:aw:stminés zf Provincial Banks made in Government Securities r;:;ntth:) ni:;n‘rtft
ce of fluid resources prescribed und )
pance o p nder the Act and the ruleg framed by the Re.

-operative societies from (a) investmelPom
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The Hon’ble Mr. V. Ramadas Pantulu: That provision is made in the resolu-
tion. It will be seen that we do not ask for exemption from income-tax on income
from our entire investments in Government securities. What we ask for is in
respect of the amount co-operative banks have to invest in Government securities
for the maintenance of the prescribed fluid resources and the amount of Reserve
Fund required to be separately invested in Government Securities. In Madras one
of the central banks obtained relief from income-tax on both these heads while
another failed to get it. The Registrar addressed the Madras Provincial Co-operative
Bank to get the matter settled by a reference to the High Court.

The resolution was adopted unanimously.

Reserve Bank and Co-operative Societies in Indian States
Mr. V. M. Thakore then moved
“2. This Conference recommends to the Government of India to amend
the Reserve Bank of India Act so as to secure to Provincial Banks and Co-
operative Societies in Indian States the same rights and privileges as are
available to such banks and societies in British India, under the Act.”

Mr. A. G. Sherlekar while seconding the resolution said: There is no need to
elaborate on a resolution which speaks for itself.

Mr. K. Bhashyam wanted to know what the attitude of the Reserve Bank of
India was on this matter.

Mr. K, G. Ambegaokar: The Reserve Bank of India does not come into the
picture at all, as the amendment to the Reserve Bank Act is a matter for the Cen-
tral Government and not the Reserve Bank authorities to deal with.

Mr. K. Bhashyam: If the resolution is sent to the Government of India, they
will certainly refer it to the Reserve Bank of India for opinion. I therefore request

the representative of the Reserve Bank to let us know what the Reserve Bank thinks
about it.

Mr. M. A. Gopalaswami Iyengar: A similar resolution was forwarded to
the Finance Department of the Government of India but the request made in the
resolution was not acceded to. Although individuals in Indian States are entitled
to hold shares in the Reserve Bank, co-operative societies and banks doing business
in Indian States are not entitled to purchase or hold shares of the Reserve Bank.

Mr. K. G. Ambegaokar: If an amendment of the Act is desired, it can be
done only by the Government of India and not by the Reserve Bank.

The Hon'ble Mr. V. Ramadas Pantulu: When the Reserve Bank of India Act
was put before the Select Committee of the Central Legislature, I was deputed on
behalf of the Association to give evidence. Although the Reserve Bank had not
come into existence at that time, I pressed the view that co-operative banks and
societies in Indian States should be allowed to have shares in the Reserve Bank.
This was, however, not favoured by the Central Legislature and the then Finance
Member, Sir George Schuster, also opposed it. I believe the Government of India
will not now object to what the resolution desires. This is the time when an agita-
tion should be set up in support of the resolution. I hope the Government of India
will not refuse our simple and reasonable request at a time when an All-India
Federation is in contemplation.

The resolution was unanimously passed.

18



468 Tue INDIAN CO-OPERATIVE REVIEW

Reserve Bank Report
Mr. V. M, Thakore moved the following resolution :—

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

(b) This Conference further requests the Reserve Bank of India to
provide Provincial Co-operative Banks short credit at special concession rates
for purposes of developing sale and supply societies {marketing sacieties) on
the security of promissory motes bearing the signature of Provincial Banks
supported by documents of title to goods.”

Mr. V. L. Mehta: I rise to support the resolution which h
moved by Mr. V. M. Thakore. Though this resolution is divide
it is really composed of three parts. The first expresses disa
report which has been submitted by the authoritics of the Reserve
ject of agricultural credit under Section 55 of the Act,
been expressed on various platforms on varioug occasions
I think it is unnecessary to explain to this conf ‘
keenly disappointed at the attitude which the Res?;ir;c% ;1}:;: :iztx}sg:.st'why we felt
towards the co-operative movement in general, I therefore tles had taken
spend much time on the first part of the resolutjon by recapitulatio no;1 propose to
disappointment. To my mind, the most important part of th ng t e’ cau§es of
second part. The Reserve Bank of India should discuss the € l'esoll.luon is the
policy, so that those who are connected with the working of tghe noral l_me' of their
may know on what conditions and to what exten ¢ Provincial Banks
pared to grant financial assistance to those bank
loans. It has been said on several occasions that th, iti
Bank have made no distinction whatsoever between the aut_hOrltles of the Reserve
rative Banks in the country. They have made o various Provincial Co
tion of one co-operative bank from an
examine in relation to the statutory p;:)t\}:;li‘;n:‘ l:;;yt: av&ealso made no attempt to
as to how far it will be possible for the Reser b operve Bank of India Act

as been formally
d into 2 parts, yet
ppointment at the
Bank on the sub-
This disappointment has
and in various papers.

. - e Bank for th i
selves bent on improving their standards and raising thei: :givclicei :;d v‘:jre thex.xtl}-;
. Along wi

such advice we should certainly welcome th,

us some indication of the lines on which and thee 5:::111': etoBv:l‘:::ht?t ouchsafe to
to grant financial assistance to co-operative banks. Unfortunately nl; t\}ilvasﬁzrepared
agricultural credit there is no indication of the line on which such ac:i poiﬁ b
taken. I do not think I am revealing any secret when I say that when N}): ]‘Z’)varlinbe
during his All-India tours, while examining the lines on which the Agx:iculturagl
Credit Department of the Reserve Bank should be established, visited the Provin-
cial Banks in various parts of the country, he discussed at least in Bombay, the
lines on which it might be possible for the Reserve Bank of India itself to grant
financial accommodation to co-operative banks without extending the provisions of
the Act. Mr. Darling’s report is not known to us and we do not know the con-

0o attempt to distinguish the posi~-
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clusions he arrived at. I may refer here to the Registrars’ Conference which was
held in Delhi in December 1936. There was on the agenda paper of the conference
a string of recommendations framed by the Registrars of Co-operative Societies
without any assistance from non-officials like our worthy President of to-day, refer-
ring to the lines on which Registrars could request the Reserve Bank to give finan-
cial assistance to the wvarious Provincial Co-operative Banks in India.
Unfortunately those recommendations did not come up before the Conference that
day and I do not know in what pigeon-hole of the Secretariat those recommenda-
tions have found their final resting place. Those recommendations were very
valuable and referred to such matters as the limit of credit to be allowed to Pro-
vincial Co-operative Banks, the class of documents which the Reserve Bank of India
would be prepared to discount and the eligibility of the papers, etc. It was sug-
gested that the papers of central banks and primary agricultural societies of ‘A’
and ‘B’ classes alone would be dealt with by the Reserve Bank and no other type
of paper. The Provincial Banks now want to know definitely as to where they
stand in the matter and how the authorities of the Reserve Bank of India will come
into touch with the co-operative banks and give them an indication of the lines
on which they can get financial assistance from them. Most of the Provineial Co-
operative Banks whose papers are going to be discounted are surplus banks to-day.
They have more money to-day than they know what to do with. So the Provincial
Banks need no financial assistance at present. But they may not remain always
in the same position. We therefore certainly want to know the lines on which such
assistance will be forthcoming from the Reserve Bank.

The third part of the resolution which has just been read to us by Mr. Thakore
is merely a continuation of the second part. It suggests that in addition to the dis-
counting of ordinary agricultural paper, facilities might be made available on suitable
concessional terms to co-operative banks to extend the business of financing and
marketing of agricultural produce. We have strong criticism levelled against us in the

. Report of the special marketing officer of Government of India who says that we are

not taking sufficient interest in financing of marketing and on the other hand the Re-
port of the Reserve Bank of India on Agricultural Credit throws cold water on co-
operative banks undertaking that work which, they say, fell within the scope of
‘ capitalistic banks. I can say with all the emphasis I can command that no such
monopoly can be given to capitalistic banks, There is no reason why co-operative
banks which are in close touch with agricultural operations should be debarred
from financing marketing activities. Co-operative banks have been doing such
business in a small way and for years. They should therefore be encouraged by

the Reserve Bank of India to do that work and they should be given financial as-
sistance.

Mr. A. G. Sherlekar: I would like to get some information, although I am a
member of the Standing Committee. I think some of the papers of co-operative
societies could be discounted. In fact if these facilities were extended to co-opera-
tive banks by the Reserve Bank, I am sure much of the trouble that we are suffer-
ing from would be avoided. My difficulty is that so long as the co-operative paper
does not come up to the standard which is expected by the Reserve Bank, I do not
think we shall be able to press the Reserve Bank to extend this facility. There
are also certain limitations on account of which the Reserve Bank will not be able
to discount the paper we can offer even when it is backed by Provincial and cen-
tral banks.

Mr. V. L. Mehta: The kind of paper that will have to be discounted by the
Reserve Bank is identically the kind of paper covered by Sections 17-C and 17 (4)
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(d). T am not referring to any paper which does not fall within the two sections.
If any Provincial Bank is not in a position to produce that paper, it will have to
go without any assistance from the Reserve Bank.

Rac Bahadur Sir M. G. Deshpande: When Mr. Darling had been to C. P. we
discussed what sort of help the Provincial Banks would get from the Reserve Bank
of India. We were told the Reserve Bank of India would be able to meet the
needs of the Provincial Banks and we expected that when the report was pub-
lished, Provincial Banks would have great support from the Reserve Bank. Formerly
we used to get sufficient financial accommodation from the Imperial Bank on the
collateral security of societies’ pronotes; but since the Reserve Bank came into
existence even the Imperial Bank of India has ceased to give that accommodation.
It is therefore proper for us to move a resolution and bring to the notice of the
Reserve Bank as to why they are also hesitating to help the Provincial Banks.

Mr. K. G. Ambegaokar: I will reply in turn to the three parts of the re-
solution referred to by Mr. Mehta. In spite of the severe condemnation which
the Reserve Bank’s Report has received in this morning’s speeches, I think this
conference must be feeling grateful to the Reserve Bank for one thh;g at least. I
see that the Reserve Bank figures largely in the agenda and has in fact mainly
supplied the ammunition for this conference. My object in standing up to speak
on this resolution is not so much to take up the cudgels on behalf of the Re>serve
Bank as to point out that the ammunition has been wasted in the sense that it was
directed against a friend mistaking him for a foe. T have been careful] following
all the criticisms of the Report appearing in the various journals and I \};ras hoping
that the condemnation which it was receiving was largely due to the exi enciel; of
journalism which requires reports of this nature to be reviewed in a siort time
with the result that the first impressions formed after g hasty reading get publi-
city. I was hoping that after the Report had been properly digested git gwolfld be
seen that it was not so bad as it appeared at first. That hope has been shattered
by this morning’s presidential addresses in which the same ideas have
found expression and I must say that first impressions exercise a fascination which
even the most advanced intellect find it difficult to shake off. I do not want to
take your time in defending everything that has been said in the Report. What
I do want to say here is: “Don't let the desire to say something impressive and-\ N
ingenious lead you to misrepresent what the Report contains. Do not be led 5

away by prejudice and a desire not to find sense in anything which the Reserve
Bank has said.”

K. B. Malik Noor Mohammad Khan :

I wish that sense had been shown in the
Report.

Mr. K. G. Ambegaokar: You must remember that the Board of the Reserve
Bank is composed of some of the most leading persons in this country. More
than half the criticism to which I listened this morning is based on misguotations
from and misreading of the Report. I can cite several instances. For instance,
the statement in para 16 that the advancing of funds for long term for liquidating
old debts is not the function of a banking institution, as generally understood, has
been misinterpreted to mean that the Bank has questioned the very necessity for
long term credit. Actually what the Bank meant was that banking, as generally
understood, is confined to short term finance and that for long term purposes
special institutions are required. It is not necessary to quote more instances,
but I must say that the Report has been misinterpreted and misread. Certain ~
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recommendations have been made by the Reserve Bank in the light of their own
appreciation of the problem. You may or may not agree with them ; but my request
to you is to read the Report for yourself without prejudice and not to be content
with what other people say about it. I can assure you that the Reserve Bank’s
intention is not to be obstructive but rather to be helpful in all practical ways.
I will go further and say that it will be the constant endeavour of the Reserve
Bank to find a solution to the difficulties regarding agricultural credit and that it
is considering the whole question in a sympathetic manner. You seem to be
carried away by the idea that the Reserve Bank does not want to do anything;
but I can assure you that it will do all that it can. You must remember that the
Report we are discussing is only a preliminary survey of the problem with a view
to stimulate discussion and to direct it to the main points. It is in no sense a
final one. Efforts of the Reserve Bank do not end with it. It must lead to some-
thing else. The Reserve Bank has to submit a further report. Though the
Report was published only six months ago, it was actually prepared a year ago.
At that time we had reviewed the position of co-operative banks and we felt that
all the sound co-operative banks had sufficient funds and were not in need of
financial assistance. There is no justification for the severe condemnation which
the Reserve Bank’s Report has met with. I hope you will be satisfied with this
explanation and will not find it necessary to pass the first part of the resolution.

As regards the second part of the resolution I must say that it has taken the
wind out of my sail. Some such scheme as contemplated in the resolution is essen-
tial and has to be worked out by the Reserve Bank. I do not think we have made
any secret about this. Whenever we have got an opportunity to discuss this matter
we have discussed it. The Reserve Bank is working out a scheme on the lines
suggested in the resolution, mentioning the lines and the extent to which it would
be prepared to afford financial accommodation to Provincial Co-operative Banks
to enable the latter to finance agricultural operations. When the Report was pre-
pared it was found that there was no desperate hurry to formulate such a scheme
as the sound banks did not require any help. We found that there were certain
difficulties in the working of others and we wanted to wait in order that as large
a number of banks as possible should be benefitted by the scheme by putting their
affairs in order. I do not think you can say that that attitude of the Reserve
Bank was wrong. Sufficient time has now passed and the Report has been in your
hands for six months. We can therefore proceed with the scheme and lay down
principles on which financial accommodation can be granted by the Reserve Bank
to Provincial Banks. When it is ready we shall certainly consult the various
Provincial Banks concerned. A circular stating the lines on which financial accom-
modation will be given to Provincial Banks for purposes of agricultural credit and
detailing the whole scheme will be issued shortly. I hope this will satisfy you ail.
There is no question of the Reserve Bank being unsympathetic towards the Provin-
cial Banks. We want that the business should be done on right lines.

So far as the third part of the resolution regarding agricultural credit is con-
cerned, I have to say that this is also provided for under section 17. Due to the
misreading of the Report the criticism has been made that the Reserve Bank
is opposed to the Co-operative Banks financing marketing operations, But
this is not the case. Our idea was only to point out the dangers and difficulties
and to warn co-operative societies against them. We have said in the Report that
co-operative marketing will improve the facilities available to the agriculturist and
is the best way of linking him up with the money market. Our remarks were
not meant to discourage you. They were only meant as guidance. If you orga~-

-
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hise co-operative marketing, the Reserve Bank wj :

On this part of the resolution I have nothing x‘::)l:le 1:; ::;e et(:c retn d;r L oanee.
sure what is meant by concession rates. If it meang interest chep BV
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m‘askmg for any lower rate. I do not want to go further j; o o ]1.15t1ﬁed
this point. Marketing can be developed through o a discussion on

— ca-operati isati
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a part in finan-

cing the marketing of crops. As I have saj is i i
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which will be issued shortly, as I have already said piained in the circular
In conclusion, I appeal to the co-operator:
of the Report of the Reserve Bank on agric
There is no cause for them to
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patient would survive, he must help him. All that the doctor can stipulate is that
the sick person should pay the doctor at the conclusion of the treatment, if he still
survived! The co-operative banks do not deny that there are defects in them-
selves. But they cannot admit all the defects which are alleged against them in
the Report of the Reserve Bank. I hope the Reserve Bank will also understand
our view point, and we will in future be able to work together as con-
firmed friends.

The Hon’ble Mr., V. Ramadas Pantulu: Our thanks are due to Mr. Ambe-
gaokar for the sympathetic and explanatory speech he has made. We have not
criticised the Report of the Reserve Bank on account of any pre-conceived prejudice.
There cannot be any two opinions about the fact that the Report is extremely
disappointing. Mr. Ambegackar has said that hostile criticisms of the Report are
unfounded. But can he point out to a single line in the Report which refers to any
concrete suggestion for the helping of Provincial Banks by the Reserve Bank? Is
that not the very object of this section of the Act under which the Report has been
drawn up ?

Mr, K. G. Ambegaokar: But this is not the final Report.

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

After some further discussion, in which Mr. F. B. Wace also took part, the
resolution was put to vote and carried unanimously.

The following resolution was then moved by Mr. V. M. Thakore, and adopted
after some discussion :—

“4, This conference after due consideration of the recommendations con-
tained in the Report issued under Section 55 of the Reserve Bank of India
Act, resolves to express its view on the matters stated below :

4. (a) “This conference does not favour the organisation of Apex Land

Mortgage Banks on joint stock basis.. In provinces where there are no
Co-operative Apex Land Mortgage Banks, steps ghould be taken to form
such Apexr Banks on a co-operative basis on an adequate scale.”

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

At this stage, the conference rose for the day and reassembled again on the
dth July, 1937, to proceed with the remaining items on the agenda.

Rate of Interest
Mr. V. M. Thakore moved the following resolution :—
“4. (c) This conference does not agree with the view that the lending
rates of co-operative societies and banks are low and should be raised. The

"L aims of the banks and societies should be to make co-operative credit still

cheaper, if possible, for high rates of interest are a serious handicap to agri-
cultural industry. The conference is of opinion that the margin between the
borrowing and lending rates is adequate.”
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The discussion on this resolution revealed the existence of a preponderance of
opinion against the findings of the Reserve Bank.

The Hon’ble Mr. V. Ramadas Pantulu: This is a very important resolution.
The borrowing rate of the Provincial Bank in Madras is 2 to 3 per cent. It lends
at 4 per cent to the central banks; the societies borrow from them at 5 per cent,
and to the ultimate borrower the charge is 6 or 6% per cent. Whether one per
cent of margin for each institution is sufficient or not to cover its working expen-
ses and build up a safe reserve is a question for it to decide; but the experience
of Madras shows that that margin is sufficient. In thig respect Madras
has given a lead to all other Provinces and States. In regard to land mortgage
banks, the Madras Central Land Mortgage Bank now raises money at 3 per cent
and lends to the primary banks at 4 per cent, which in their turn lend to their
members at 5 per cent. It should be the aim of the Co-operative Movement to
keep the rate of interest to the ultimate borrower as low ag possible without in-
volving the institutions in unnecessary risk.

Mr. T. A. Ramalingam Chettiar: The remarks made in the Report of tnz

Reserve Bank of India on agricultural credit have created some trouble for us.

The Registrar of Co-operative Societies in Madrag considered the question of
the rates of interest, even before the Report of the Reserve Bank was published,
and recommended that the land mortgage banks should make money as cheap as
possible to agriculturists by lowering their rates of interest. After deep considera-
tion we came to the conclusion that our expenditure can be met by keeping a
margin of one per cent between our lending and borrowing rates, Similarly we
discussed with the Provincial Co-operative Bank and ultimately a margin of one
per cent was fixed between the lending and borrowing rates in primary socie~
ties.  Unfortunately, a couple of months after we came to this settlement, the
Report of the Reserve Bank was published, and it so happened that the Finance De-
partment of the Government of Madras had a lot of more faith in the Reserve Bank
and its pronouncements than in the leaders of the Co-operative Movement in the
Presidency and their Registrar. This question therefore will shortly have again
to be placed before the Board of the Madras Central Land Mortgage Bank. A

>
After all, thay
m from the co-

I am not quarrelling with the Reserve Bank on this matter,
lack at things from a banker’s point of view while we look at the
operators’ point of view. So far as a bank is concerned, it is certainly good to
raise the rate of interest, as high as possible, to build up ample reserves and to
pay the largest possible dividends to shareholders; but that js not the aim of co-
operative banks; the co-operative banks cannot become commercial banks. The
Co-operative Movement is only an alternative to the two extremes of capitalism and

communism, If they agree with that view they cannot test their procedure by com-
mercial standards.

The real point is whether we are going to deal with members as men or merely

as objects on which we should exercise our commercial acumen. The difference -

between our standpoint as co-operators as different from businessmen is that we
deal with men as men. We have to find out what the difficulties in the way of
their production are and we must try to meet their special wants, Co-operation in
the real sense deals with men and all their economic activities and social needs.

aspect of human society on a human basis. I know the Punjab is the only '1’_1‘0‘
vince in India which has tried to deal with the agriculturist as a human entity-

Aoe

Co-operation is an attitude of mind and an organisation to deal with the economi/o/
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They have thought not only of providing cheap credit but also of dealing with the
agriculturist as a man, People like Mr. Darling and Mr. Calvert have been
dealing with that side of the question. We in Madras pride ourselves in being
more advanced. We have supplied very cheap eredit to agriculturists. But the
question is whether this is all that the Co-operative Movement has to do. Merely
making provision for cheap credit does not appeal to me at all. Cheap credit ig
not an unmixed blessing. Perhaps it has resulted in increasing the indebtedness.
So far as we are concerned, the Co-operative Movement in Madras has brought
down the rates of interest even in villages ; but beyond that what is the real good
the Movement has done to the people ? Our aim, as co-operators, should be not
only to provide cheap credit but also to follow it up by the organisation of pro-

duction and distribution to the best advantage of the ryots and the provision of
social and civic amenities, etc.

The Report of the Reserve Bank in favour of higher rates is quite correct from
a banker’s view point; but in the best interests of the Co-operative Movement we

should see that the rates are the lowest, consistent with the safe working of the
co-operative banking system.

The Hon'hle Mr, V, Ramadas Pantulu: The Madras Central Land Mortgage
is fortunate in that in its initial stages its expenses were borne by the Govern-
ment and that even at present it contributes only a share towards its working
cost. It is the pride of co-operative societies that they lend money at the lowest
possible rate and that is their justification also. As co-operators we must make
a definite stand against all attempts to raise the rate of interest on advances.

Professor W. G. Urdhwarshe: I do not think we should entirely disagree
with the advice given by the Reserve Bank. Though we are co-operators, we
must also be good business men. In Indore we have found it impossible to lend
to the ultimate borrower at anything less than 12 per cent.

The Hon'ble Mr. V. Ramadas Pantulu: Then there seems to be something
radically wrong with your working expenses. If there is any need for a margin
of 9%, per cent between the rates at which you first borrow and ultimately lend,
the only thing left for us is to ask the rest of India not to copy your management,

K. B. Malik Noor Mohammad Xhan : A

griculturists have to depend on co-opera-
tive credit.

Co-operative institutions were brought into existence to make credit
cheaper for the agriculturists and if to-day we say that it should be made dearer,
we deny our very existence as co-operators. If the Reserve Bank is the real
friend of the Co-operative Movement, it is their duty to help us to reduce the rate
of interest further. While the average rate of interest in the Punjab is 6 per cent
to the ultimate borrower, there are some societies which have built up suffici-
ent reserves to enable them to lend at nominal rates. It is not the idea of co-opera-
tors to compete with money lenders to secure maximum rates. If their rates are
slightly lower than those charged by the money lender, the agriculturist will go

only to the money lender, who is nearer to him and whose terms of recovery may
appear to be more favourable.

Prof. V. G. Kale: It may be possible for the Punjab and Madras, which
receive Government help in the shape of contributions towards the cost of the
staff to have very small margins between lending and borrowing rates; it may not
be possible for other Provinces to work on such a small margin.

19
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Mr. K. Bashyam: So far as this resolution is concerned, it disapproves the
suggestion contained in the Report of the Reserve Bank that the margin between
borrowing and lending rates should be raised. There can be no two opinions about
the need to keep the lending rate at the lowest possible figure consistent with the
safe working of the banks. The Reserve Bank’s Report tends to create the wrong

impression that co-operative banks are at present working in an unsound manner
and that it will be unsafe to invest in them.

Mr. Jamshed N. R. Mehta: We charge the Reserve Bank of misunderstanding”
us. We like our friends may also be open to the same charge and have there-
fore to see that what we say is not capable of misconstruction. This is very essen-
tial. I would urge our President who is a veteran co-operator and banker to see
that our resolutions are so framed as to be clearly understood. The position in
all Provinces is not alike. Some are in a peculiarly favourable position as in Mad-
ras and the Punjab. But conditions differ from Province to Province. We can
therefore only lay down a general principle, as it is our duty to see that we charge

the least amount of interest consistent with safety. Ours should not be the ordi-
nary commercial attitude of making huge profits or declaring large dividends;

but it is our duty as the representatives of Provincial Banks to see that the mar-

gin is such that it covers all the working expenses and leaves 3 i
uffi e
for possible bad debts. sufficient balan

In my Province, if you compare the recovery expense to the amount recovered
it will open your eyes. We are not here to think of any bank or any Provi Wé
are here to consider what is suitable for all the banks as well aZ tl:ovmce‘b
We meet here as members of Provincial Banks for considering the lot efng}im er§'
culturists and we should make it very clear that we should have y et ai‘gt::l
dividends ; but we should take into consideration the working ex e recon
expenses and possible bad debts before the lending rate is fixed p;fn I }1'1900"91‘3;
assets and we can reduce our lending rate, it should be our dut‘y to ‘gz S;“’e W

should make it very clear in our resolution that all e

! €o-0 i it institu-
tions should make efforts to reduce their lending rate of ﬁi::;‘;e c:;:;?sl:e:t‘st\ifi‘;h

safety. But the resolution should be so worded as not to be misunderstood i

any Province. I would urge with all the force I can command and .;‘rs ;)lo t

nestness that in passing any resolution, we should not penalise any waZ}lc Coa e:./
~opera-

tive credit institutions. In order that our meani
faning m i
suggest that the resolution be more clearly worded.g &y mot be misunderstood 1

In the light of the discussion,

the resolution wa
passed unanimously. $ amended as follows and

“This conference is of opinion that the pi
. e view of the R
margin between the borrowing and lending ratesf of co_?e::’aet'Ban;c that t:;
societies is low and should be raised is not correct Derative banks

. as a general st
adequacy of the margin depends mainly upon the diﬂerenc: alt;:r:s:et;l 1;1;;2

borrowing and lending rates, cost of management and requirements

for bad debts. While conceding that these factors depend upon localozo’:;.etves
and circumstances, this conference places on record its considered opinio T:tttc;:;i
the aim of co-operative banks and societies should be to make credit to the ;
borrowing members as cheap as possible and the existing lendin

. g rates should,
not be raised except where local conditions make it absolutely necessary ”uld/
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The following clauses of resolution No. 4 relating to Reserve Bank were then
moved by Mr. V. M. Thakore and adopted by the Conference:—

“4. (d) This conference considers it undesirable to provide any repre-

sentation to depositors, as such, on Boards of Provincial Banks, whether
by nomination or other means.”

Mr. V. L. Mechta asked whether there was any provision in the constitution
of joint stock banks or co-operative societies anywhere in the world for the re-
presentation of depositors as such on the board. The reply was in the negative.

“4. (e) This conference while agreeing with the view that long term
credit should be provided only through Land Mortgage Banks is not in favour
of the recommendation that loans from ceniral banks and societies should be
strictly confined to cultivation finance only.”

Other necessary forms of short and intermediate credit required by mem-
bers should also be found in order to prevent them from resorting to money-
lenders ; provided, however, that the deposits and borrowings of the banks
should be so regulated as to permit such loans being granted from those sour-
ces.

“4. (f) This conference while recognising the necessity of bringing
down the level of debts of members where there is no reasonable prospect
of recovery in full even if long extensions are given, does mot consider it
desirable that any hard and fast rules should be laid down for all banks and
in all areas. With the rise in prices and other favourable conditions, the
position may change as it has done already in certain areas and it must be

left to the banks and societies to deal with the problem according to local
conditions.”

“4 (g) This conference, while agreeing with the proposal that o statu-
tory fixed or agricultural charge upon produce should be created, does not
favour any special provision apart from ordinary penal law for sending

to prison of members who dispose of their produce without repaying the
societies’ dues.”

“4, (h) This conference recognises that multiple purpose societies have
proved beneficial in certain areas and possess some advantages where they
can be successfully set up and while it is not prepared to recommend them

for general adoption is in javour of such societies being formed wherever
conditions permit.”

“d4, (i) This conference is unable to agree with the view that central

banks operating over small areas are preferable to larger banks or that large
district banks must be split up into small banks.”

“4. (i) This conference, while it recognises that a pure type of cen-
tral banking union, composed entirely of primary societies and with no indi-
vidual shareholders, has much to commend in it, from a co-operative point
of view, is of opinion that such unions are not capable of being developed
and efficiently worked in many areas. They were tried and abandoned in

some areas. The matter must be left to local co-operative enterprise accord-
ing to local conditions.”

Mr. V. M. Thakore moved the following two resolutions and they were adopt-
ed by the Conference without diseussion :—

“5. This Conference agrees with the view that the practice of making
debentures of land mortgage banks redeemable at any time is unsound and
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that a period should be fixed for the redemption of those debentures; a fund
into which collections of principal are pooled should be formed for redeem-
ing debentures and provision should also be made for retiring them by pUr~
chase in open market whenever possible.”

“6. This Conference requests the Central Board of the Reserve Bank
of India to invest in and lend on the security of debentures issued by the
Land Mortgage Banks where the principal and interest thereof have beenr
guargnteed by the Central or Provinciul Governments.”

Mr. V. M. Thakore then moved :—

“7. (a) This Conference, while it emphasises the need of strengthening
and expanding the co-operative movement so as to serve the banking needs
of agriculture and the small industries of the country, feels that in
the present conditions the Reserve Banl of Indig can regulate the credit
system successfully only if it is able to bring within its purview indigenous
bankers in various purts of India.”

“This Conference is of opinion that the difficulties, if any, in the way -

of bringing the indigenous bankers within the purview of the Bank are mot
insurmountable and requests the Central Board of the Bank to make every
endeavour to do so.”

“7. (b) This Conference favours the free and compulsory licensing
and registration of all money lenders, requiring them to maintuin regular
and standardised uccounts and firing the maximum rates of interest allow-
able on agricultural loans.”

Sir M. G. Deshpande: I am deadly against this Conference favouring com-
pulsory licensing. When money-lenders will have to take license,

their business
will be stopped.

Pandit K. P. Pande: We are concerned with the Co-operative Movement
and we should not go beyond that. The question of indigenous bankers and money-
lenders does not come within our purview.

The Hon’ble Mr. V. Ramadas Pantulu: We should take notice of all agen-

cies financing agriculturists. Indigenous bankers are uncontrolled. OQur interesir

is not only to control the activities of the money-lenders but to induce indigenous
bankers to regulate their banking business. These both therefore come under
the purview of the Co-operative Movement. We should therefore suggest con-
trol of both of them. We, as co-operators, are very intimately concerned with
money-lenders and in pulling their rates of interest on a satisfactory basis.

Pandit K. P. Pande: The point is that if I pay Rs. 100 or Rs. 200 to a rela-
tion of mine I should be called a money-lender. Then there are cases in which
we advance money for the sake of marriage, ete. All this comes under the cate-
gory of money-lending. I would like to know whether you will like t0 become
such a money-lender in case you have to take out a license for the work. In the case
of small money-lenders also you want that accounts should be kept. An ordinary
man who has got a small income from money-lending will in that case have to stop
his business.

Khan Saheb Khan Ghulam Hassan Khan: The main objection to this resolution

appears to be that everybody will not be in a position to lend without taking out’

a license, for which he will have to pay a heavy fee. I think there should be a
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special class of money-lenders and everybody should not take to money-lending.
They should be required to maintain regular books of accounts, In the Punjab
money-lenders are required to keep standardised accounts in a system with the
register supplied by Government and they have to send to the borrowers six-
monthly accounts. It is essential that all such should be compelled to keep regu-
lar accounts and periodically send copies to their debtors.

Professor V. G. Kale: The conference is not in any way concerned with the
indigenous bankers.

The Hon’ble Mr. V. Ramadas Pantulu : Anything that is connected with rural
credit is our concern. As co-operators it is our duty to see that all rural credit
activities are well regulated. If you realise that as against a total of Rs. 200 crores
which the joint stock banks advanced for industry, trade and commerce, indigenous
bankers advanced Rs. 1,200 crores, you would appreciate the necessity for bringing
the indigenous bankers into the organised banking system of the country.

Mr. K. Bashyam: I do not understand why indigenous bankers should be con-
trolled by the Reserve Bank. The indigenous bankers should not be placed under
the control of the Reserve Bank unless the latter can help them.

The Hon'ble Mr. V. Ramadas Pantulu: That is the idea. The Reserve Bank
of India should first agree to provide facilities to the indigenous bankers on certain
conditions and then control their operations.

After further discussion on that part of the resolution referring io the licensing

of money-lenders and the fixing of a maxinum rate of interest, the whole resolution
was adopted.*

Rural Reconstruction
Khan Mohammad Bashir Ahmed Khan then moved :

“8. This Conference considers that the Co-operative Movement should
be used for extending the rural reconstruction movement to the fullest possible
extent compatible with its principles.”

Mr. F. B. Wace: This is a very important question. Neither the Co-operative
Movement nor rural reconstruction can succeed, unless there is a genuine and strong
desire on the part of the non-official workers. If there is a genuine conviction about
the need for intensive rural reconstruction, then there is no organisation better suited
to achieve that end than the Co-operative Movement. I feel strongly that it is up to
the co-operative world to exploit—I use this word very guardedly and in its best
sense—and make the fullest use of the scope offered by the rural reconstruction
programme to achieve the fundamental objects of Co-operation. There is no need
for a widespread inculcation of mere abstract ideas. What is wanted is that we
should take hold of a concrete programme within our capacity and work it out in
a systematic manner. The criticism is that better living societies have not even
touched the fringe of the problem but at the same time there is a genuine feeling
among agriculturists to help themselves. In the Punjab, we have made good pro-
gress in the consolidation of holdings and established permanence and spontaneity
of the co-operative organisation and thereby gained widespread confidence of the
public. It is due to this, I definitely believe, that the Movement can play a very
useful role in rural reconstruction.

* After the session of the Conference was over the Reserve Bank published a
scheme for financing indigenous bankers.
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The following rider was then added to the resolution and the resolution was
adopted : —

“The Standing Committee of the All-India Co-operative Institutes' Asso-
ciation will prepare a scheme and circulate it among members and also take
steps to see that programmes are cwrried out”

Khan Mohammad Bashir Ahmed Khan then moved the following two resolu-
tions, and they were carried unanimously :—

“9. Societies for members of depressed clusses who are employed in
Municipalities and in trades like skins aad hides be encouraged and
strengthened.”

“10. This Conference requests the co-operative institutions to popularise

the Movement among women and enlist them as members in large numbers
in all types of societies. The Conference requests the Government to employ

lady organisers.”
Khan Mohammad Bashir Ahmed Khan ucxt moved :

“11. This Conference is of opinion that in eqch Province and State there
should be an Advisory Co-operative Council cousisting of the representatives

of the Provincial Co-operative Bunks and the Central Co-operative Institutes

to advise and assist the Registrar and the Minister in charge of Co-operation
on all important legislative and administrative measures r

> elating to the Co-
operative Movement.

Prof. V. G. Kale: It appears to me that the Institutes in various Provinces and
States are digging their own graves while supporting this resolution We h
always hoped that time will come when the Co-operative Institutes will-b
sole responsible mouthpie

ave

- ecome the
u ce of the Co-operative Movement in the Provinces. Un-
fortunately our position has become weaker and weaker year after year. Institutes

are not being consulted. They are being deprived of one function after another.
Is it not our aim that the non-offici

of the Co-operative Movement ? 1If so, we are askin

a council on which the Institute will be only one of th

: e members. So far as training
and education are concernad the Government has not taken the Institutes into con-

fidence. This attitude of the Government against the Institutes shows that we are
nobody. The Institutes alone should appoint members of this council. I do not
think we shall be well-advised in passing this resolution. The lnstitute.s should be
allowed to discharge all those functions for which they are intended. Whenever
any administrative or legislative scheme is under consideration, the Institutes should
be consulted by Government.

Mr. K. Bashyam: This resolution is proposed with a view 1o remedy the posi-
tion. The Government is bound to consult us in all matters relating to Co-opera-
tion if the recommendation contained in the resolution is accepted,

Mr. V. L. Mehta: The demand will not be satisfied by a small Board of three.

There will be a demand for a larger body representative of all branches of the/ *

Movement. In that event, the Provincial Institute will have one representative ofi
a Board composed of seven or eight members.

al organisation should be able to guide the whole ~
g the Government to appom i
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After much discussion it was suggested that in order to meet the situation the
resolution might be modified as follows: —

“11 (a) This Conference is of opinion that in each Provinee and State
there should be a Co-operative Advisory Council formed by the local Pro-
vincial Co-operative Institute consisting of the representatives of the Provin-
cial Co-operative Bank and the Central Land Mortgage Bank.”

“(b) Where the constitution of the Provincial Co-operative Institutes does
not provide for better and sufficient representiation of the Provincial Co-
operative Banks and Provincial Land Mortgage Banks, it should be so modi-
fied as to provide for such representation.”

The resolution was, however, dropped after further discussion.

Khan Mohammad Bashir Ahmed Khan then moved the following resolutions
and they were passed unanimously :—

“12. The Governments of the Provinces and States are requested to give
liberal and substantial financial help to the Provincial Co-operative Institutes
out of the Provincial or State revenues.”

“13. This Conference is of opinion that co-operative societies holding
shares in the Reserve Bank of India should be permitted to nominate by a
duly authenticated resolution of the committee any member of the society as
a representative to attend and vote at general body meetings of the Reserve
Bank, and requests the Government to take necessary daction in the matter.”

“14. This Conference is of opinion that it is essential that the officer
selected for the post of the Registrar should first have undergone special train-
ing and have shown by experience his fitness for the work. He should be
allowed to visit other provinces of India as well as Europe to study the Co-

operative Movement there. There should be an officer under training to suc-
ceed the Registrar.”

“15. This Conference requests the Governments to make statutory pro-
vision for notice in writing of not less than thirty days being given to a co-
operative society before any suit is filed against it.”

“16 This Conference is of opinion that the recommendation of the
Mysore Committee prohibiting grant of loans to mon-member depositors is
unsound. The banks must have discretion in granting such lodns.”

“17. This Conference resolves that the publication of the “Indian Co-
operative Review” be continued, and that it be published under the joint
auspices of the All-India Co-operative Institutes’ Association and the Indian
Provincial Co-operative Banks' Associgtion. The Conference requests the
Hon'ble Mr. V. Ramadas Pantulu to continue to be the Editor of the

‘ Review’.”

The Hon’ble Mr. V. Ramadas Pantulu: I am always at your disposal. From
this resolution, I understand that you want me to continue as Editor of the Indian
Co-operative Review till the end of the year 1939. All the delegates, however, pre-
sent here must try to increase the number of subscribers. At present, we have only
850 subscribers; and unless we have 500, it will not be possible to continue the
publication without assistance from the Indian Provincial Co-operative Banks’ Asso-
ciation. I therefore request all the delegates present here to help in increasing the
number of subscribers to 500 very soon,
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«18. This Conference appoints the Hon’.ble Mr. V. Ramdas_ Pantulu
(ex-officio as member of the Central Committee of the Int'e‘rnatzonal Co-
operative Alliance) and Prof. K. C. Ramkrish"nan and Rai I.Zatan A. G
Sherlekar, as delegates to the Fifteenth International Co-o;z,eratwe Congress
to be held at Paris on 6th, 7th, 8th and 9th September 1937,

Accounts

«19. The audited accounts of the Ali-India Co-operative Institutes’ Asso-
ciation, including those of the Indian Co-operative Raview, upto 15th June,
1937 were passed.”

Election of Office-Bearcrs of the Institutes’ Association

20. The following office-bearers of the All-India Co-operative Institutes’ Asso-
ciation were elected for 1937-39: —

President: The Hon’ble Mr. V. Ramadas Pantuly,

Vice-Presidents : Diwan Bahadur K. V. Brahma and Mr. S. K. Lahiri

Secretary and Treasurer: Khan Mohammad Bashir Ahmed Khan.
Joint Secretary: Prof. W. G. Urdhwarshe.

Next Conference

Prof. W. G. Urdhwarshe: On behalf of the Board of Directors of our Provinecial

Bank and Institute, I extend to you an invitation to hold the next Conference in
Indore.

. The Hon'ble Mr., V Ramadas Pantulu: We provisionally aceept all the invita-
tions. So far our practice has been to hold one Conference in a British Province and

another in an Indian State. We should {ollow this r
s rule as far as pogsi .
hold the next Conference in a British territory. ' possible, and try to

Mr. Jamshed N. R. Mehta: I invite the next Conference to be held in Karachi.

“21. After some discussion, it wag decided
Provincial Banks’ and Institutes’ Associ
Karachi.”

: that the next Conference of the
ation be held either at Indore or at

The Hon’ble Mr. V. Ramadas . .
our thanks to the Recoption Comi??t:;luf;r Itth;s ;:1)::1 dtir:]y a};l::sant duty to tender
made and for treating us sumptucusly. We have enjoyed our;geznents they have
exceedingly well. Thanks of the Associations are due also t St}::y at l?angalori
Madras, The Punjab, Mysore, Cochin, Coorg, ete., for participati 0 the Registrars o
and also to the representatives of the Reserv pating in the Conference

e Bank of India, :
the Reserve Bank of India and the delegates had perhan * The representative of

R . pPs a troub i
was espousing the cause of Banking and the other of ubled time, as one

Co-operation. e
that these discussions between us have left no personal sting. Mr A(:nbeglaoir:r s:;n

remember that we were fighting for the Co-operative banks g

nd he for th e
Bank. It was not a fight between us. The fight between Capitalism repre:elr?t(:s;r;}’

the Reserve Bank and Co-operation represented by the co-operative bodies will con-
tinue with unabated vigour; but that should not embitter our personal relations
On the other hand such discussions should bring us closer together ag friends:
T always appreciate those who are frank and free in their expression of views an/
1, therefore, sincerely thank Mr. Ambegaokar for the way in which he has put his
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case. I also thank all the visitors who have attended this Conference and contributed
to its success.

Mr. T. Austin, Registrar, C. S, Madras: As a “mere” Registrar I wish to say
how pleased the officials are to have been able to attend this Conference. The more
officials and non-officials come in touch, the better it would be for the great Move-
ment, the interests of which we all have at heart.

Mr. S. Venkatakrishnaiya: It gives me very great pleasure to have met so
many co-operators from all parts of India. We have learnt a great deal from them.
The discussions have been very interesting to us and we have come into contact
with so many co-operators. We have tried to make all possible arrangements for
the comfort of you all; but still I hope that if there be any shortcomings, you will
kindly be a little blind to our delects. We have, as you must have noticed, made
no distinction between Registrars, Provincial Banks and Institutes.

K. B. Malik Noor Mohammad Khan: I propose a vote of thanks to the two
Presidents of the Conference and the Reception Committee of this place which has
made so nice arrangements for us. I offer sincere thanks to the office-bearers of our
Conference and also to the office-bearers of the Reception Committee and more so
to the Karachi and Indore co-operators for inviting us.

The Conference then terminated.
RESOLUTIONS PASSED AT THE CONFERENCE

1. This Conference resolves to request the Government of India so to amend
the Indian Income-tax Act as to exempt from income-tax and super-tax the incomes
derived by co-operative societies from (a) investment of their own reserve funds in
Government Securities ; (b) investments in Government Securities for purposes of
fluid resource to be maintained on a prescribed scale, under statutory obligation, in
force in each province.

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

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

agricultural finance on the security of co-operative paper of the standard and eli-
gibility laid down by the Reserve Bank.

(b) This Conference further requests the Reserve Bank of India to provide
Provincial Co-operative Banks short credit at special concession rates for purposes
of developing sale and supply societies (marketing societies) on the security of pro-

missory notes bearing the signature of Provincial Banks supported by documents
of title to goods.

4. This conference after due consideration of the recommendations contained
in the Report issued under Section 55 of the Reserve Bank of India Act, resolves
to express its view on the matters stated below :

4, (a) This conference does not favour the organisation of Apex Land Mortgage
Banks on joint stock basis. In provinces where there are no Co-operative Apex
20
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Land Mortgage Banks, steps should be taken to form

. ‘ such Apex Banks on a
co-operative basis on an adequate scale.

4. (b) This conference does not agree with the view that the Provinej
do not command the confidence of the investing public,
largely composed of borrowers. The constitution of Apex
with sound principles of co-operation and they do command
fidence of the public.

al Banks
by their Boards being
Banks is in accordance
in abundance the con-

4. (c) This conference is of opinion that the view of
margin between the lending rates of co-operative banks and societies is 1 d
should be raised is not correct as a general statement. The adequacy of li v a]?
depends mainly upon the difference between the borrowing and 1 }:1'0 e
of management and requirements of reserves for bad debts Wh'ln e ra?es, o
these factors depend upon local conditions and circumst‘ancesl et}fi(;ncjgrll?gret:::

) €
f the co-operative banks and

the Reserve Bank that the

4, (d) This conference considers it
tion to depositors, as such, on Boards of
or other means.

provided, however, that the de

posits and bo i
regulated as to permit such loans being grant:;;o;\:x:

resorting to money-lenders ;

85 of the banks should be so
m those sources,

4. (g) This conference, while agreein i
) s g with the
ﬁxec! or agricultural charge upon produce should be cre:'::cxlm fial 8 Satutory
special provision apart from ordinary penal law for oot favour any

. . sendin i
bers who dispose of their produce without repaying the sociegti::, 3:son of mem-
es.

4. (h) This conference reco
beneficial in certain areas and po
fully set up and while it is not
is in favour of such societies bei

gnises that multiple purpose societies have proved
ssess some advantages where they can be success-
prepared to recommend them for general adoption
ng formed wherever conditions permit.

4. (i) This conference is unable to agree with the view that centra] banks /

operating over small areas are preferable to lar,
ger banks or that 1 istrict’
banks, must be split up into small banks, e disrie

|
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4. (j) This conference, while it recognises that a pure type of central banking
union composed entirely of primary societies and with no individual shareholders
has much to commend in it, from a co-operative point of view, is of opinion that
such unions are not capable of being developed and efficiently worked in many
areas. They were tried and abandoned in some areas. The matter must be left to
local co-operative enterprise according to local conditions.

5. This Conference agrees with the view that the practice of making deben-
tures of land mortgage banks redeemable at any time is unsound and that a period
should be fixed for the redemption of those debentures; a fund into which collec-
tions of principal are pooled should be formed for redeeming debentures and

provision should also be made for retiring them by purchase in open market when-
ever possible.

6. This Conference requests the Central Board of the Reserve Bank of India
to invest in and lend on the security of debentures issued by the Land Mortgage
Banks where the principal and interest thereof have been guaranteed by the Cen-
tral or Provincial Governments.

7. (a) This Conference, while it emphasises the need of strengthening and ex-
panding the co-operative movement so as to serve the banking needs of agriculture
and the small industries of the country, feels that in the present conditions the Re-
serve Bank of India can regulate the credit system successfully only if it is able to
bring within its purview indigenous bankers in various parts of India.

This Conference is of opinion that the difficulties, if any, in the way of bringing
the indigenous bankers within the purview of the Bank are not insurmountable and
requests the Central Board of the Bank to make every endeavour to do so.

7. (b) This Conference favours the free and compulsory licensing and regis-
tration of all money-lenders, requiring them to maintain regular and standardised
accounts and fixing the maximum rates of interest allowable on agricultural loans.

8. This Conference considers that the Co-operative Movement should be used
for extending the rural reconstruction movement to the fullest possible extent com-
patible with its principles.

The Standing Committee of the All-India Co-operative Institutes’ Assoclation

will prepare a scheme and circulate it among members and also take steps to see
that programmes are carried out.

9. Societies for members of depressed classes who are employed in Munici-
palities and in trades like skins and hides be encouraged and strengthened.

10. This Conference requests the co-operative institutions to popularise the
Movement among women and enlist them as members in large numbers in all types
of sacieties. The Conference requests the Government to employ lady organisers.

11. The Governments of the Provinces and States are requested to give liberal

and substantial financial help to the Provincial Co-operative Institutes out of the
Provincial or State revenues.

12. This Conference is of opinion that co-operative societies holding shares in
the Reserve Bank of India should be permitted to nominate by a duly authenticated
resolution of the committee any member of the society as a representative to attend
and vote at general body meetings of the Reserve Bank and requests the Govern-
ment to take necessary action in the matter.
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13. This Conference is of opinion that it is esseniial that the officer selected
for the post of the Registrar should first have undergone special training and have
shown by experience his fitness for the work. He should be allowed 1o visit other
provinces of India as well as Europe to study the Co-operative Movement there
There should be an officer under training to succeed the Registrar. ‘

14. This Conference requests the Governments to mak

for notice in writing of not less than thirty days being gi
society before any suit is filed against it.

e statutory provision
ven to a co-operative

15. This Conference is of opinion that the reco
Committee prohibiting grant of loans to non-member
banks must have discretion in granting such loans,

mmendation of the Mysore
depositors is unsound. The

16. This Conference resolves that the publication of the
Review” be continued, and that it be publishe
All-India Co-operative Institutes’ Association an
tive Banks’ Association. The Conference requ
Pantulu to continue to be the Editor of the ‘R

“Indian Co-operative
d under the joint auspices of the
d the Indian Provincial Co-opera-
es.ts the Hon'ble Mr. V. Ramadas
eview.

17. This Conference appoints the Hon'ble Mr, V. Ramadas
as member of the Central Commiltee of the International Co-operative Alliance)
and Prof. K. C. Ramakrishnan and Rai Ratan A, G. Sherlckar, as delegates to the
Fifteenth International Co-operative Congrass to be held at P’ is g @0
and 9th September 1937. e on Gih, Tth, Bth

Pantulu (ex-officio

18. The audited accounts of the All-India Co-operative Institute

! 1 M
including those of the Indian Co-operative Review,  ssociation,

upto 15th June 1937, were passed.
19. The following office~bearers of the All-India Co
ciation were elected for 1937-39 :—
President: The Hon’ble Mr. V. Ramadas Pantulu
Vice-Presidents: Diwan Bahadur K. V., Bra :
Secretary and Treasurer: Khan Moh
Joint Secretary: Prof. W. G. Urdh

-operative Institutes’ Asso-

hma and Mr. S, K. Lahiri.
ammad Bashir Ahmed Khan.

warshe.
20. It was decided that the next Conference

' of the Provincial Banks’
tutes’ Associations be held either at Indore or vk, Banks” and Tost

THE NINTH BERAR CO-OPERATIVE CONFERENCE

Khamgaon, 11th July, 1937,

Extracts from the Welcome Address of Dewan Bahadur K

r V.B .
M. B. E, President, Berar Co-operative Institute, rahma, C. 1. E,

It has become fashionable of late, for some to compare our efforts at conciliati
with the efforts of the Debt Conciliation Boards and to decry us and the r::v 121:::
on that ground. In my opinion, there can be no comparison between theetwo
Even a little reflection would show that there are limits, beyond which we canno.t
0. We have both creditors and debtors to deal with; our liabilities to
our cred'itors, viz, the depositors, cannot be conciliated unless we choose
to go into nothingness. The Debt Conciliation Boards have not thjs

.
at Karachi. -
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handicap. But let me ask in all seriousness those, who raise this
issue, as to what it is that we stand for. Is it for going on borrowing and
then resort to agencies for reduction of debts? I claim that our aim is to make our
members credit-worthy, to teach them to borrow as little as possible so that they
may be credit-worthy at all times and would be disposed to pay all that they have
borrowed even at the cost of leaving nothing on their hands. While Co-operation
aims at making men credit-worthy and solvent conciliation of debts proclaims their
insolvency and deprives them of credit. I, therefore, appeal that we should not bhe
judged by wrong standards and while I am one with all to say that we must
secure the largest relief that is within our power, I agree with the remark recently
made in the Departmental Report, viz.,, “ A new factor that vividly came to notice
during the year was the working of a large number of Debt Conciliation Boards,

the establishment of which was everywhere a signal for withholding of payment
by the debtors”.

Are we not now justified in having a Conference of the urban and rural folks
to take stock together and devise measures and bring about a mentality which would
prevent this tendency of not paying, spreading and taking deeper root? I appeal
to my friends from the villages that they should not stultify themselves by this
temptation of rushing to Debt-Conciliation Boards and having their credit smashed
for ever. Our f{riends the villagers will have realized by now that in addition to
the writing off of bad debts, we have hcen able to secure to our members, a reduc-
tion in the rate of interest on loans, which is unthinkable with the ordinary sahu-
kars. Our rates now range between 4 and 9% and it is our endeavour {o see them
further reduced. May I in all humility ask which ordinary debtor in a village is
able to get money at even 9% in these days ?

We are all agreed that there are many amongst the members of Co-operative
Societies, who can be saved from the catastrophy of losing their lands. We are
anxious that nothing should be done which will result in our members losing their
lands. Unlike ordinary creditors we cannot be accused of “land-hunger”. We be-
long to Co-operative bodies and whatever we may do or not do would be to the
debit or the credit of Co-operation. If lands are lost to the members, they are
not acquired for the individual members of the Bank. It is a terrible irony of fate
that we are asked on the one side to maintain our credit at any cost and at the
same time not to touch the members of primary societies on the other. As I have
said already, we are more anxious than anybody else to save the members and we
can only do so if we have somebody to back us up in our laudable undertakings.
There are only two agencies which I think can come to our help viz., the Provin-
cial Bank and the Government. The problem of problems with us, therefore, at the
present moment is how to provide for cash-money to meet the calls of depositors in
case there is a demand from them. Fortunately there is no rush any where as depo-~
sitors continue to repose implicit faith in the movement—as it can be demonstrated
to any one that the movement as a whole is solvent and that it possesses assets
sufficient not only for meeting its liabilities but a good deal more. But mere pos~
session of assets in these days does not enable one to meet his cash-liabilities. The
assets for this must be sufficiently liquid. In our case, it is unfortunately not so.
We, therefore, need accommodation and I take this opportunity of publicly appeal-
ing to the Provincial Bank and to the Government to come to our assistance. I
assure them that in lending money to the movement they are not undertaking any
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