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Editorial Notes.
Rural Uplift Department in Bombay.

The Government o! I{inmm\’ ate to e conecratniated on their
favine evoived a Omprehensive seheme of Rutad Doveloiment. The
Registrar of Co-onsrative Societies 1s o be the Ihrector of Rural
Developmen: and he wouid be heiped by Board conmisting of the
heads (\f the Acncuitural and Inductnies Departments tor expert
advice and another Board consisting of some  non-official  rural
workess tor consaltation. In Madras with 1tv 13,000 socicties as
aga:n~t 5.000 1 Bombav it iv difficiit 1o sav whether the Registrar,
whose normai duties ate aireadv heavy, can alvo assume the tanction
of a Rura) Devilonment Commuissioner. Mod:ficattons suited tothis
Province mav have to be made

The Board will be i charge of agnicnitural production, markets
ing of arniciiziarai proince. 0IganiNation o! sudbpires to rural popula-
tion and so on. Each district wili have a simiar Board, a Board of
experis that wiil be a partof a large Commutice canvisting of officials
xm;i noun-officials. At the bottom of this pyramidical structure there
will be a village worker in charge of the iocal co-operative society,
the viiage panchavat and other orgamsations working for the wel.
fare of the viilage. The Government contemplate to train workers
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in five different centres of the province and these workers are ex-
pected to settle down in villages and get themselves worked into the
scheme of village life as an integral part thereof within a period of
five years.

It is a matter of gratification for us co-operators that in this
scheme of Rural Development co-operative societies play a very
prominent part. For credit, for sale of agricultural produce and for
the purchase of the requirements of the agriculturists the co-opera-
tive societies are to be the media. We hope a similar organisation
will be brought into existence in our province as well. The co-
ordination of the activities of the reconstituted statutory Village Pan-
chayats with those of Co-operative Societies may well be a feature of
the Madras scheme. We shall watch with interest the success of the
experiment in our sister province of Bombay.

A much-neglected side occupation for the agriculturist.

It is calculated that India imports fruits, raw or canned, jams
and jellies to the extent of Rs. 17} lakhs every year and most of them
come from U. S. A, Australia, South Africa and Japan. India with
its millions of acres and its climate of every possible variety should
be in a position tp be autonomous at least with regard to this small
item of food of its population. In recent times with the progress of
research in nutrition the importance even from economic point of
view of properly balanced diet has been recognised. A vigorous
campaign should be organised to make people eat more fruits and as
a preliminary to that an equally vigorous campaign should be orga-
nised for growing more fruit trees. The plains of India may not be
quite suited for the growth of apples, but oranges we niust grow in
plenty and there are other indigenous fruits like the plantain, the
mango, the jack and the pineapple which must be grown in large
quantities and be made available to the masses.

We co-operators have got a duty to perform in this respect. We
are mainly concerned with the masses of the people who are agricul-
turists and the growing of fruit trees will be a very useful subsidiary
occupation to the peasant. Even if it is not organised on a commer-
cial scale as is being done under the guidance of the Agricultural
Department at Kodur and other places the average villager might
be induced to plant a few fruit trees in his back-yard and front-yard
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co-operators and it should be carried on vigorously till we no longer
depend upon foreign countries for our fruits.

Co-tours.

This is rather a new word but it deserves to be popularised
throughout the co-operative world. It stands for co-operative tours
arranged by co-operative societies for the benefits of its members.

In England there is a company called Travco Camps Ltd. regis-
tered under the Industrial and Provident Societies Act, and owned
by the Co-operative Wholesale Society and the Workers’ Travel As-
sociation. Last year they ran a camp near I,owestoft called Roger-
son Hall Camp, and during the period of seven weeks it was open
as many as 1,300 guests availed themselves of the facilities for camp
life. Co-operative spirit runs throughout the enterprise. Retail
societies carrv on a thrift campaign among their members and the
savings thus effected together with the dividends on purchase enable
the members to avail themselves of the holidays. Holiday camps are
run by co-operative wrganisations which are not only “jolly” on ac-
count of people of the same status and general outlook of life assem-
bling together in large numbers, but they are “jolly cheap” because
they are run on co-operative priuciples for the benefit of the consumer
and there is no exploiting agency. An attempt is made to forge
another link in the chain by establishing what is called the C. W. S.
Travel Service so that a member by means of money saved through
cc-operative organisation can travel iu a co-operative bus to a co-
operative camp and spend a few days of holidays there inan atmos-
phere charged with co-operation.

This raises in us some longing for a similar organisation for the
benefit of the co-operators in our country. Holiday camps in hill
stations which enjoy a salubrious climate is now a thing of luxury
open only to the few rich ; but it need not be so. The benefits of a
fortnight’s stay in the salubrious climate of Qoty or Kodaikanal ought
be made available even to the ordinary man and that can be done
only if holiday homes in the hill stations are organised on a co-
operative basis.

It may not be possible, taking the circumstances in our country.
into consideration, to organise the whole thing co-operatively as is
being done in Englaud. But proceeding on the lines along which
many city offices have organised lunch homes for themsglves it must
be possible for us in this province to organise a co-operative home in
the.hill stations where boarding and lodging may be arranged to be
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within the easy reach of its co-operator-members of the province. An
institution like the Co-operative Insurance Society which is interested
in the well-being and longevity of the members may think of invest-
ing a portion of its life fund in a building in the hill station which
might be utilised for the lodging of this co-operative holiday home.
It is a line of development which is full of possibilities for the better-
ment of our life both physically, socially and economically and we
hope co-operators of our province will give to this topic the attention
it deserves and make a co-operative home in the hill station an ac-
complished fact in the near future.

The West Godavari Co-operative Conference.

Sri P. S. Kumaraswami Raja who presided over the 9th West
Godavari District Co-operative Conference held at Relangi last month
has touched upon some of the most pressing problems of co-operation,in
a some what original manner free from shackles of mere book learing
and basing his remarks upon his practical experience as a worker in
the field. His address which is printed elsewhere will repay careful
perusal,

We are glad that he started with the enunciation of the funda-
mental idea of unity of life without which co-operation becomes
practically meaningless. Though he was aware of the limitations
of the movement, he was charitable enough to state that the move-
ment has been a success though not to the extent anticipated, and
therefore pleaded for the expansion of the movement having faith in
its potentiality,

He hit the right nail ou the head when he stated that the true
test of success was the proper working of the village co-operative
societies. Indian villages, he showed, were the real cradles of co-
operative activities though not technically so named; he contrasted
the working of an indigenous banking enterprise in a village he
knew with that of an ordinary co-operative society which is looked
upon as extraneous institution and whose working is characterised
b;; delay in the granting of loans, benami transactions, and defaunlt
in payment of dues. He pleaded for still further development of the
Lcredit side though marketing and other aspects that are now in
fashion have their own place in the economy of the village agricul.
turists, He visualised the day when co-operative organisations
would growsso as to serve every economic need of the villager,

-Rural reconstruction he advocated - and co-operation in- his
opinion was the best agency for effecting it. But there must be a
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separate organisation for co-ordinating the ordinary village figencies
engaged in the uplift work and he pleaded for the creation of a
department in sole charge of this work asin the scheme contemplated
in ABombay. He did not neglect the development of the movement
in urban areas. He pleaded for freedom in the organisation of the
administrative machinerv and in the working of societies according
to the local needs and conditions. He suggested that instead of an
extraneous agency going from village to village and try.ing to induce
the villagers to join the co-operative movement, th.e village schools
should be made effective agencies for co-operative propaganda.
There is much to be said in favour of this idea.

We congratulate Mr. Kumaraswami Raja on his thoughtful
address full of practical suggestions born out of his experience as a

sincere worker in the field. 55‘

Bombay Debt Relief Bill and the Co-operative Movement. .

Elsewhere is printed in this number the speech of Mr. Saraiya, the
chairman of the Board of Management of the Bombay Prqvinci’al Co-
operative Bank, Ltd., Bombayv. The speech was delivered a}t a
meeting of the répresentatives of the Central Banks of the. Province
which was convened to discuss the question of the implications, so
far as the co-operative movement is concerned, of the bill which the
Bombay Government are introducing for the relief of the agricultural
debtors in that Province.

Co-operative Societies are not exempted from the op'eration of
the Act to be; only, the societies themselves are to state in consul-
tation with the Registrar how far they will scale down the debts due
to them by the agriculturists. For the rebabilitation of the agricul-
turists who have been brought within the scheme of relief, the
Government have undertaken to invest 20 lakhs of rupees in Re.
sources Socieities of the province with a view to enhauc.e theoworking
capital of these societies so as to make necessary credit available to

the agriculturists. . . .

Mr. Saraiya in his informing speech is not satlsﬁed. with .th.ese
indications of the support of the Government to co-operat‘lve soc1f:t1-es.
He wants that the Government s'houlc_i make co-operative societies
their bankers and invest their monies with them and thus make more
money available to the movemeni. He further wants tha}t the Gov-
ernment should make good any loss to the n?ove'men.t w‘hlch may be
incurred through mo fault of any co-operative institution, b}lt asa
result of the debt-adjustment policy of the Government. His third
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request is that the Government should anunounce that the financing
agencies of the co-operative department have Government’s backing.
This has already been anticipated by the Finance Member who in
his budget speech gave that assurance.

In appealing to the Governiment to make co-operative central
banks and the Provincial Bank as their bankers and to place at their
disposal loanable capital, Mr. Saraiva gquoted the example of the
America, England and Bulgaria. But in all these countries the
capital invested by Government for agricultural relief is more for
the redemption of prior debts. The various Provincial Co-operative
Enquiry Committees as well as Banking Enquiry Committees have
made it quite clear that the co-operative credit organisations as
they are at present constituted are capable of handling only short
term credit or at best intermediate credit extending over five years.
Long term credit is to be dealt with as an independent subject by a
special agency constituted for the purpose, i.e. land mortgage banks.
If successful land mortgage banks be working in a Province and if
they tackle the sole problem of prior indebtedness, we have no doubt
the Government will come to the help of such banks as they have
done in our province by guaranteeing the principal and interest
regarding any debentures that these land mortgage banks may float.
But we think that it may not be possible for Government to convert
the existing Provincial and central banks as their bankers and make
more loanable capital available to them for short term credit. Even
as it is, these banks are able to attract enough capital for all ordinary
purposes aud the undertaking by Government to subscribe 20 more
lakhs of rupees which would enable the working capital of the move-
ment to be increased to 10 times that amount or about two crores is
all that may be expected from provincial governments with their
limited resources and numerous calls on them.

The Bombay scheme of Agricultural Relief coming as it does
after the various experiments in that direction by other provinces is
a little more comprehensive and we shall watch with interest the
working of this experiment in our neighbouring province.

The Co-operative Enquiry Committee, Madras.

The Co-operative Enquiry Committee, Madras, held their
second session at Madras from 9th to 20th of May 1939. Unlike the
April meetings at which they discussed certain fundamental aspects
of Co-operative problems only, and that in a general way, at these
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meetings the Committee discussed problems and arrived at certain

specific conclusions.

On the first day they discussed the problem of what par_t the
co-operative movement can play in a general plan of.the vxllag;
uplift. There were those who held that all aspects of village wor :
could be brought under the ambit of the co-operative tfndvement,
while some differed and held the view that the co-z.)peratwe move-
ment has its limitations and that only a statutory village panchay.at
empowered to levy taxes that could tackl:c th'e prot?lem. The dls(i
cussion gave an opportunity to Dr. Pattabhi Sitaramiah to expoun )
the ideology of the rural uplift from what may be ca}led the nationa
point of view. He was of opinion that courts, councils and colleges
are the creation of the Britisher and t'hese have been responsble fo(;
the migration of the rural popula'u.on Fo t.owns; he adyocated
rehabiliation of village life and making it simpler, healthier an
more self-sufficient. '

Mr. K. Bhashyam's proposition that ‘all villagers must be com-
pelled to join the village co-operat.ive ‘socxety was the next subject
taken up for discussion. Compu}sm‘n, it was arguec? was ;hehv:ry
negation of the fundamental principle of co-operation, 11aud that a
co-operative society in which the people were compelle _to J;l‘n
would become another state department.. After some discussion this
proposition was negatived by the Committee.

Dr. Pattabhi Sitharamiah’s proposition that mortgage of land b-e
permitted to co-operative societies onl,v,.was opposed by some.ﬁml-
nent co-operators who held that t?lis w1ll‘upset the.phreshent village
economy and that it was not 1{0.551b1e to dispense let dt ?t non-co;
operative lending. This proposition also was negatived aiter som
discussion.

The next important question di§cussed was the con.trol and
regulation of money-lending. Th.e outlm'e of t?e s_chen;euwhlc.h—was
placed before the Committee for its consideration is as follows:

(@) Land isto be made security for loans by land mortgage
banks to clear prior debts;

(o) Produce could be pledged only.to village societies for
raising money for immediate agricultural purposes;

(¢) Loan on produce and selling the produce through loan
and sale societies are to be encouraged;

(d) There should be scaling down of debts;
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(¢) The Civil Procedure Code and the Revenue Code should
be suitably modified and more items belonging to the
agriculturists should be made non-attachable;

() There should be a simpler Rural Insolvency Law; and

(g) Debt Conciliation Act to be atilised more than at present,

The above scheme was discussed at some length and the Com-
mittee came to an agreement on all these matters. As thev came to
the conclusion that private money-lending could not be completely
dispensed with, the Committee agreed that there must be compul-
sory licensing of money-lenders and that accounts should be maintain-
ed on the model of the Punjab Act.

The next important point discussed was the re-organisation of
the agricultural credit societies. Mr. V. Ramadas Pantulu submitted
a scheme the main features of which are:—

(1) That more societies should be organised so that every
one of 50,000 village in our presidency may have a co-
operative society either in itself or in the area of the
group within which the village is included;

() that existing societies should be strengthened by the
enrolment of more members ;

(3) the provisions in the existing by-laws for joint purchase
and other kinds of economic activities should be utilised
more fully than at present;

(4) that agricultural credit societies should keep to their
limited sphere and should not aim at competing either
with land mortgage banks or with loan and sale societies ;

(5) that the basis of organisation whether it should be
limited liability or unlimited liability mav be left to be
decided by the Registrar according to local circumstances
and conditions; and

(6) there must be a five, seven or ten year plan to achieve
this idea.

The nature of the liability of members was the most contentious
item of the above plan. Some members of the Committee advocat-
ed the orthodox Raiffessien model ; small number of members who
are likely to know each other and unlimited liability which they
said is the very basis of co-operation. There were others who look-
ed upon unlimited liability as a drag upon co-operation and an
effective method of preventing healthy expansion of the movemwment,
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After a prolonged discussion the Committee accepted the following
amendment of Mr. Ramadas Pantulu :—

“ The liability of a society, of which the primary object is the

_ creation of funds to be lent to its members and of which the major-

ity of members are agriculturists, shall ordinarily be limited. But if

in the Opi‘niou of the Registrar, having regard to local opinion and

other circumstances, uunlimited liability is more suitable for any
society, the liability may be unlimited.

The other points of the scheme were accepted.

On the 19th of May a joint conference of some Ministers of
Government and the Committee was held. Three Ministers were
present. The Revenue Minister explained his plan of reorganisation
of the Village Panchayat, the Minister for Self—Governmen: explain-
ed the effects of that scheme from the point of view of his Depart-
ment, and the ILabour Minister explained his scheme of Iabour
Legislation and Colonisation.

The Com'tmttee, gs has bee.n‘remarked, is pursuing unorthodox
methods of doing business; but it is business-like and some important
points have been settled in their May sessions.

We shall comment on their proceedings of this month in our
next number,

Registrar’s Report for the Year 1937-38.

. We c<_)mmented in our notes of the last month on the several
featgres of the working of the Act which the Registrar has mentioned
in his general remarks. We shall take up theaimportant but much
neglected aspect of co-operation, namely, the nou-credit si’de of it

Therg is such a bewildering varietv of tvpes of societies comin
under this general classification. Some of them have not a goog
record of work to be proud of. Let us take the following examples:—

(@) Under .Kgdimar_amath and Irrigation Societies we are told

that out of 12 societies 3 did vot do anv work during the vear
: any g 3 ‘e rer e
vemne cneaen e anssenenes o “These societies are not able to show better

progress owing to the difficulty of collecting contributi
3 1ons d
non-memnber Pattadars.” ° ue from

(b) Under Agricultural Improvements and Agricultural D
monstration Societies, we are told that excepting threz:-_ societ] he.
rest, 32 soc1§:ties of this type, did no work.wor!;h mentioning es(; -
Demonstration Society in Vizagapatam took on lease 32 acres ‘ofl na
for the purpose of demonstrating the latest methods of agricul h;
operatious. But no demounstration work was done. It a(:o gtural
experiments in the manufacture of sugar by the open pa nducted
The experiment ended in loss to the society. pan system.
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Stationery Societies attached to schools and colleges did good
work. They showed improvement under every head namelv, numnber
of members, number of associate members, paid-up share capital,
value of articles sold and bonus distributed. 'The actual savings
effected shows a decrease and the stock on hand shiows an increase,
Both these are danger symptoms whose significance will be appreciated
by the workers aud the threatened danger, it is hoped, will be
avoided,

The most outstanding instance of successful working of the
non-credit type of societies is the South India Co-operative Insurance
Society.,  This institution has been showing siges of slow but
vigorous expansion and we hope the rate of progress though not
very spectacular will be kept up in coming vears,

The Co-operative Building Societies have been doing very
useful work though they are not in the limelight, The questionnaire
1ssued by the Government to help the Committee of Enquiry does
not even mention this type of societies. But these societies number-
ing about 250 have a paid-up share capital of over Rs. 8 lakhs and
the Government have advanced to them over Rs, 17 lakiis. » In some
districts these societies are having over-dues both under principal
and interest. We are glad that the authorities of the Coimbatore

Mills are about to launch a scheme of House-Building for the benefit
of their employees.

There are many other forms of non-credit activities but we shall
confine our observations only to Thriit Societies, Better Living
Societies and Societies exclusively for women. Thrift societies
should avoid the danger of degenerating into ordinary credit societies.
We are glad to be told by the Registrar that in the djstrict of Salem
where Prohibition has been introduced thrift is encouraged by all
the co-operative societies in the district, and the various kinds of
deposits in these thrift societies show a definite sign of improvement.
Better Living Societies are comparativelv new. But in a land like
ours where it is so difficult to break old conventions establishied in
social and religious matters, these societies have got a great purpose
to serve as they create healthy public opinion regarding curtailment
ot expenditure on ceremonial occasions. Women's societies have a
great future beiore them provided, as the Registrar points out, there
are wowmen supervisors and organisers to educate the women folk of
the land in the principles of co-operation aud to organise societies
and to supervise them. We hope that the Registrar’s recommenda-
tiont to have atleast une Woman Co-operative Sub-Registrar in
the West Coast where there are many much societies, would be
sanctioned.

Taking a general view of th‘ings we may sav that the non-credit
co-operation though a late arrxval' in the field is showing signs of
healthy expansion. We shall deal with the credit side of the Co-operas
tive movement in our next number.

w—————
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Pooling the reserves of the Movement for
common benefit.
A REVOLUTIONARY SCHEME.
BY THE HON'BLE V. RAMADAS PanTULD,

The Committee on Co-operation appointed by the Government
of Madras to examine the working of the Movement in the province
and to suggest methods for its improvement has already acquired a
reputation for the un-orthodox character of its procedure. The

* Chairman of the Committee, Sir T, Vijayaraghavachariar is singularly

free from the trammels of the traditional procedure of Governmental
Committees. He is anxious to elicit all shades of opinion by giving
ample opportunities to every member to place at the Committee’s
disposal as full and free an exposition of his view point as he is
capable of. What at first appeared to he a dilatory process, besides
gradually resolving itself into a fairly quick march towards conclu-
sions, has helped to blow up some preconceived notions by the
pooling gf varied experiences and the touch of unflinching logic and
sound common sense. More than that, it has helped to release many
a question from the cramp which held it tightly fastened toffts ortho-
dox surroundings and to lift it right above those surroundings.
This method of approach to the problems under investigation has
already produced some rematkable results. When the report of the
Committee is published, Co-operators in India and elsewhere may
find that the Committee not only abandoned the orthodox procedure
so long associated with the work of similar committees, but it has
also cut across several notions which are rightly or wrongly associated
with orthodox co-operation. I shall deal in this article with what ]
consider to be one of the momentous conclusions of the Committee and
which mauny co-operators may call revolutionary.

One of the usual modes of assessing the strength of the move.
ment in a region or province is by a reference to the reserves buiit up
by the movement. Co-operators in Madras have all along laid con-
siderable stress on the magnitude of the reserves built up by them,
The figures in the aggregate are indeed impressive, as the following
table will show :—

1. The Provincial Co-operative Bank e« Rs. 16.5 Lakhs
2, 'The District Co-operative Central Banks ,,  33.5
3. The Agricultural Credit Societies e 4 77,0
4. The Non-agricultural Credit Societies ... ,  37.0
5. Other types of Societies e 5 9.0

—————

13
13
1

1
—— ————

Rs. 173.0 Lakhs,

s wt——
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There are other reserves like building funds, common good funds,
dividend equalisation funds, investment depreciation funds and so on
in some societies, but they need not be considered in this connection.
Besides these there is a special reserve called Bad Debt Reserve with
which we shall deal later. These reserves which are shown under
other funds amount to about Rs. 92 Lakhs.

The total working capital of all types of societies in the Province,
excluding investments of on society in another, in round figures, is
is Rs. 1,200 lakhs of which Rs. 800 lakhs represent the borrowed
capital and Rs. 400 lakhs represent owned capital, that is to sav
the share capital of Rs. 235 lakhs and the statutory reserve
fund of Rs. 173 lakhs. The position of the movement viewed
from the standpoint of the aggregate reserves must therefore be
said to be extremely sound and other provinces may very welj
envy Madras in this matter. But the question, how far these
reserves can as a whole help us to rehabilitate the movement,
has not so far come under critical examination. General statements
appearing in the official reports and the reports of the working of
several iustitutions drawn up by their managemeunts to the effect that
though certain portion of the dues of the societies may be written off
as bad and irrecoverable debts, the financial equilibrium of the move-
ment in the area will not be upset, as the movement holds strong
reserves, will be found on a closer examination to be not really help-
ful, As the co-operative law and practice now stand, the reserves
of one society cannot be utilised for helping another society, even
though it may be its next door neighbour. The result is that while
strong societies may grow stronger, the weak societies grow weaker.
With the rapid increase in the number of weak societies and those
working at a loss, a fairly large proportion of our primaries in this
province are now either in a moribund condition or absolutely bevond
hope of rehabilitation. Of what avail are these huge reserves for
the weaker units of the movement? They are no more serviceable
to the weak and decaying societies than the wealth of the close fisted
multi-millionaire is to his starving and dving fellow men in our
capitalistic social economy. Supposing by law, a miilionaire is
prevented from parting with any portion of his surplus wealth for
the benefit of his fellow men, then what avail is his wealth to the
community ? It is exactly the same with the co-operative law of

to-day. Some societies may have immense reserves,—surpluses not
needed for them—Dbut the law prevents them from using such surplus
wealth for the benefit of the movement as a whole. ‘Good societies
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must function in a distressingly unhealthv atmosphere created by the
presence of numerous sickly neighbours whose number is growingdaily.

The Madras Committee on Co-operation in dealing with the
question of reducing the overdues in the agricultural credit societies
and starting as many of them as may be found capable of rehabilita-
tion on a new career so as to function in a more healthy and invigorat-
ing atmospherg, have found in the present law and co-operative
practice a real obstacle to any sensible and practical solution of the
question which has so far baffled the co-operators in this Province.
The Committee has come to the conclusion that the only possible and
effective solution lay in pooling the reserves of the movement itself
and cutting across the present law and practice relating to the reserve
funds. I shall now proceed to explain the scheme in detail.

Acgricultural credit societies which are normally constituted on
unlimited liability basis are required by the co-operative law in force
in this province to carry toa statutory reserve fund 50 per cent of their
annual divisible profits, The statutory reserves so built up by them
aggregated to about Rs. 77 Lakhs on the 30th June, 1938. The
central banks to which the societies are affiliated and which finance
them are similarly required to carry 25 per cent.of their annual
divisible profits to the statutory reserve fund. The central banks in
the province built up a reserve fund of Rs. 33} lakhs at the end of
the last co-operative vear, viz. 30-6-1938. The Provincial Bank in
the same manner has built up reserves of Rs. 16} lakhs. Under
the law, the statutory reserve fund, so built up by any society, and
which is intended to meet unforeseen losses is however not allowed to
be utilised for the purpose of meeting the losses, until the society is
actually liquidated. So while the society retains its corporate
character, this reserve fund cannot be used to write off bad debts.
Nevertheless what happens is that when a particular society is
working at a loss and has been eating up not only its share capital
but even its borrowed capital, to that extent its reserve fund has
actually become diminished or depleted. But oniyv the law, as it stands,
does not permit of making the necessary adjustments to show the
true position. So these reserve funds in reality do not amount to

any thing more than reserve accounts.

In order to enable the societies to write off bad debts from time
to time and in order to curtail the dividends paid by societies to
shareholders, a special reserve called the bad debt reserve is being
created for the last five or six vears. So far as T am able to under.
stand one of the objects of such reserve is to enable the societies to
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}r:1ake periodical adjustments of this fund against bad debts; but it
as not been done. This bad debt reserve is used as workincr’capital
D

of societies—a practice which d
: oes not prevent the periodi j
ments against bad debts being made. periodicaladjust:

The bad debt reserves thus built up to-day are in the neighb

hood of about Rs. 35 lakhs between the Cent£al Bank (Illng i
cultural credit societies taken together, Roughlv s ]:_m ‘the. oad
debt reserve in the central banks aggreoatebtorabiii Illng’ 0 Saiens
and. that in the agricultural credit societiz:!s about R 1551- ?0 e
against this special reserve, the bad debts in the aor:'.' 1 s A'S
societies are in the neighbourhood of Rs. 70 lakhs t?u:w ;ural e
per cent of it will affect the Central Banks, Complet f(im et are ot
available from the published statistics. From thee ac;gur'zs' tra I'mt
report for the year 1937-38 we find that as a result of i "““‘.Strabnon
12 agogt;,}?oo societies involving loans to the extent of 1:: e3s(t)l(;g ;:113:155
e bad debts in those societies were estimn ' e
But the number of agricultural credit socie:iteesdi:ttizol‘ii R'S‘ 40_131{115'
10,009 aud the loans involved in them are about Rs 50(())\711nce .. So
adopting the proportion of 300 to 500, the total bad .d bt i S S'O
cultura.l credit societies may be put at 66-2/3 or rouvhel I;n o
As against this, as I have already stated, we havea b;d 31’ bs. 7 ke
Rs. 35 lakhs, which covers about 50 per cent of the bad fi R
bad debts to this extent had been written oft and o t'he
thrashed out to deal with the balance of bad debts o Solution

. » the positi i
have been slightly better to-day. position might

But no proper steps we e

: I I steps were tak

' \ L p en to
1"emo§re irrecoverable overdues from persisting to appe \
rem o ove g pear on the books

It is somewhat diffcnlt to exactly» say whether e
entered as such in the audit notes is wholly bad. M ‘;ery bad debt
perh.aps bad. If they are scaled down ou ‘some .stan:i)s do f them are
portions of some of them may be recovered in easy i arl s, Prqbably
course of a few years from the indebted members. g wents 1n the
this line have been made in some areas byt not.co
first step in dealing with overdues should be to write off i
portions of them after scaling them down as indicated (;, bad debts or
tent that the bad debt reserve of each society would ea;- ove to the ex-
tributions may be asked for from each of the centra] lz))aui"t- Theun con-
part with its bad debt reserve for the same purpose Ic OI.merned. t.o
mate demand. The bad debt 1eserves of central ba.nk t}:s a legiti-
built up from the profits earned by the transactions Withstheas‘;eci::'en
1€

Investigations in
mpleted. So the
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and the bad debt reserves of central banks have necessarily an integral
relation to the bad debts of societies, for the main assets of the central
banks are the loans outstanding in the societies. It no doubt involves
the transfer of the benefits of the efforts of the strong to the weak.
But it is inevitable and is a feature of all schemes of mutual benefit
in co-operation and insurance. So far it is evident that this
idea of ;;ooling the special bad debt reserve does not involve any
deviation from the spirit of co-operative law and practice.

Then the next question is how to deal with the balance of bad
debt left over after adjusting the bad debt reserves, as stated above,
in our scheme to rehabilitate societies. It is here that the question of
atilisation of the statutory reserves comes in. As I have already stated,
the statutory reserves of one society cannot be utilised to rehabilitate
another society, nor can it be used even by the society which built it
up, till it 1s liquidated, as the law and practice now stand. The Com-
mittee therefore discussed with great care the practicability and
advisability of the adoption of a scheme to pool these reserves and
treat them as funds held in trust for the movement. The idea is
that bad debts should be written off first, bad debt reserve of each

society being utilised for the purpose to the extent they go. In
’ ‘butions from bad debt reserves of central

the next instance, comntri es.
banks are to be made available. After that, societies which
rehabilitation with the aid of any reason-

are found to be incapable of
able financial assistance that may be granted to them should be

brought under liquidation. As a last resort and temporary expedient,
the statutory reserve funds of the agricultural credit societies and of
the central banks to which they are affiliated should be pooled into
a fund to be administered by a Trustee who will be the Registrar of
Co-operative Societies in the Province. He will draw upon the fund
for proved necessity and on sound business rules, to write off bad

debts.

In working out the scheme, it is necessary to fixa unit. It is
ded that the funds of the whole Province should be pooled
in this manner, The most convenient unit to be adopted in pooling
is the area of operations of a district co-operative central bank., As
the area of operations of a district bank is not always co-extensive
with the revenue district, it is more convenient to take the jurisdiction
of each central bank as a unit for this purpose.

On a first impression it looks as though the pool of the reserve
made in each central banking area will meet the requirements

not inten

funds
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of that area ; but without a much closer examination, it is difficult to
say whether a need may not arise for one central bank to indent upon
the help of a neighbouring central bank in a regional grouping of
ceutral banks. The figures have to be worked out. The Committee’s
conclusion is vague on the point. Speaking for myself, I am pre-
pared to go the whole hog. If need arises, I will not hesitate to
advocate the pooling of the reserves of all the central banks and even
of the Provincial Bank into a trust fund for the movement though

this will be really an ultimate device, not a likely and much less an
immediate nead. '

This scheme merely amounts to a logical extension of the co-
operative principle “Each for all and all for each ”” from individuals to
societies. So far as I can see there is nothing un-co-operative in the
idea. On the other hand, such a combination among the units,
which are societies in this case, stands exactly on the same footing
as that of a combination of the strong and the weak individuals in a

single society, It takes co-operation one step higher and really im-

plements the principles of co-operation for the first time on a broad
basis,

In drawing up this scheme, particular attention is paid to the
need to retain the confidence of the investorsin the central banks and
of the money market in general. This scheme of temporary pooling
of the reserves for the rehabilitation of the movement will consider-
ably enhance the security of all the creditors and the depositors of the
central banks and will have the effect of stimulating the inflow of
deposits for which larger and larger outlets will be found in the
reconstituted societies, the character of which was fully set out in the
article contributed by me to the last issue of the journal. Imayalso
state that at the back of the minds of those who supported this scheme
of pooling is the larger ideal of covering the entire province (all the
50,000 villages) with a net work of strong multi-purpose societies on
a limited liability basis, Nothing short of a drastic step like the
one outlined in this scheme of pooling of reserves will serve to infuse
new blood into the societies and to start them on a clean slate to
function as robust aud healthy institutions,

Now I come to some essential details of the way in which this
trust fund would be administered. As the unit is the area of a
central bank, suitable machinery has to be set up for each such unit.
The Deputy Registrar of the district, who will be representative of
the Registrar in his capacity as Trustee, representatives of the
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central bank and of any other interests to be safeguarded may be
constituted into a committee or board of three to five members to
aid the Registrar in administering his fund.' In order to prevent
wrong application of this fund and to confine its benefits to those
who deserve it, the following precautions may be adopted. In the
first place, the Registrar may insist upon the societies in which the
loans are well-secured and recoverable to collect the loans in order Fo
discharge the societies’ liabilities. It is our experience that. in
some cases owing to indifference or even un-willingness of defaulting
and self-seeking Panchayatdars, even good loans are not collected.
Th;: Trustee may deny the benefits of the scheme to such societies.
In the second place where it is found that the losses in a society
arose either from fraud or gross mismanagement on the part of those
who are responsible for its conduct and where such losses can be
recovered from those responsible for it, the loss should be so re-
covered and the benefits of the scheme should not be extended to
such cases. In order to enable the society to recover SllCl.l loss
without liquidating it, the Registrar may be efnploycred l?y a.sultable
amendment of the law to enforce unlimited 11ab111t.y by issuing con-
tribution orders aginst such delinquent members without liquidating
the societv. With these and other sgfcguards that may suggest
themselves in the course of the working of the scheme, the trust
fund may be drawn upon to write off bad debts to the extent tbat
they could not be written off from the bad debt reserves or otherwise

provided for.

There will thus be as many trust acctunts as there are cent.ral
banking areas, or larger regional areas whcrfé:a single central .bankmg
area will not be enough to give e{ﬂ'ect to this scheme. Besides t1‘1c
trust account of the funds pooled in the area, separate accounts will
be maintained of the reserve funds of several SOCIetle?. . The interest

he reserve funds will be paid to the several societies, as usual.
(’)I?h:re is nothing novel in the idea of ?ooling, for evc}1 now, tl?c
reserve funds of all societies are pooled, 1 a sense, and invested in

tral banks themselves. In regard to this trust pool‘, t.here is
the.cen difference between the reserve funds of societies and
an important 1S of central banks. The seserve funds of societies
ich are invested in the central banks are not in the same liquid
whx.c. ar the reserve funds of central banks which are pooled
Posmon aS. vial Bank. While the central banks employ the reserve
1;111 :geofrsxi‘:ties invested with them as their working capital, the

the reserve fund
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Provincial Bank separately invests the reserve funds of all central
banks kept with it. So, ore important eonsideration that arises in
connection with the scheme is whether the central banks which bet-
ween them have used up Rs. 78 lakhs of the reserve fund of societies
can disgorge the amounts and hand them over tothe Trustee to vo
into the pool account. When the scheme of adjusting statuto? ,
reserves is worked out the need for actually disgorain: any laraz:
amounts by the Central Banks may not arise at aﬁ. aSo far tﬁe
central banks’ reserve funds are concerned, the Provincial Bank can
hand them over to the 1'rustee because they are separately invested
Even if they are left by the Trustee with the Provincial Bank it.
makes no difference. So these are details which in mv opinion,do
not present any insurmountable difficulty. A suitable'scheme ca

be evolved for the purpose. !

This scheme I must say is intended to be strictly of a temporar
duration and to deal only with the existing overdues and bac};
debts in the societies and central banks. It does not applv to
future loans and reserves built up after the commencet;len't of
the scheme. It is expected that this scheme itself need not be iy
operation for more than three years from the date of starting of the
scheme. In any case I do not expect that it is either nece:sary or
expedient to keep it in operation for more than five vears, even in
the most economically backward areas. ]

In regard to future loans, they must be completely segreoated
from the existing loans. The existing loans dealt ;vithbinb the
manner above stated will continue to be on the unlimited liability
basis, Future loans will however be advanced on limited liabilit;;
basis, subject to the exception that where the local co-operativ;e
opinion so desires, unlimited liability may be adopted even for
future loans. In regard to future loans, the principles of the Aori.
culturists’ Relief Act for the time being in force and of Zn
other acts relating to mouey-lending that may be passed from timZ
to time will no doubt be followed. Interest will not be charged t
more than 6} per cent and in the determination of future arrea':r t:
principles that may apply to loans from other sources will alsf) b:
adopted.

708

The Madras Milk Supply.

By SrI Rao BaHADUR A. RAJABADAR MUDALIAR, B.A.

It has often exercised my mind whether the lot of the milking
animals and their calves in the city, which gererally present a really
pitiable sight due to under feeding and indifferent care, canuot be
bettered by co-operative methods, by forming co-operative societies
in suitable centres in the city for the owners of these animals to
becomne members thereof and to sell the daily produce of milk to the
society which can supply to the consumers in retail as the
Co-operative Milk Supply Union is now doing in some parts of the
city. It should be possible by this means to enforce the maintenance
of milch animals and calves in better condition by rejecting the
supply of milk drawn from unhealthy or ill-kept animals or of those
whose calves are ill-maintained. The society can also advance money
to the cowmen to purchase suitable fodder and to stock the same to
avoid starving of the animals for lack of supply, and the society may
even purchase the right kind of fodder and supply it to the members,
which will tend also to improve the quality of the milk. These
advances can be easily recovered from the sale proceeds of the milk
produced by the members. The Madras Co-operative Milk Supply
Union depends for its supply at present on milk drawn in distant
places in the Ponneri Talug and also on the supply from the
Ivanavaram cattle yard on the borders of Madras. These supplies
compared with the total quantity of milk consumed in the city pale
into insignificance. While the purity of milk of the cattle yard at
Iyanavaram is controlled by the staff employed by the Uniou in
whose presence the milk is drawn, no similar control exists to my
knowledge with regard to the supply from distant villages. It would
therefore be a great advantage to the Union both as regards the
quantity of supply and its quality, if the milk produced in the city is
gradually brought under its control by means of societies started in
suitable centres and affiliated to the Union. The milkmen them-
selves should welcome such societies as they could save their bother
of taking their cattle from house to house and vending the milk in
retail, and more than that, derive much benefit by having close at
hand a source for ready financial help for all their needs to purchase

new animals and to maintain a constant supply of suitable fodder. I

709



THE MADRAS JOURNAL OF CO-OPERATION

know that when I was President of the Madras Co-operative Milk
Supply Union for a short time about three years ago the owners of
milch animals in the neighbourhood of Iyanavaram were very eager
to become members of the milk supply society there and I expect
the milkmen in other parts of the city would be equally eager to join
similar societies in their neighbourhood, if and when they realise
the immense benefits they would derive from them.

A perusal of the transactions of the milk supply societies which
supplied milk to the Madras Co-operative Milk Supply Union
during 1937-38, as reported by the Registrar, show;'that most
of such societies incurred a loss and that the profit earned bv the few
other societies was nominal. Of the total quantity of the milk
purchased by the Uunion for Rs. 1,63,941 the Mental Hospital Milk
Supply Society alone supplied milk to the value of Rs, 1,15,051, but
it earned a net profit of only Rs. 18 which, however, the society
obviously does not mind in consideration of the great facilities the
members have for the sale of their milk and for borrowing money for
their needs. The Union, however, is said to have earneq 3 proﬁt of
Rs. 14,492, which suggests the possibility of its paying to the societies
a more attractive price to stimulate applications for societies from
all parts of the city which would result in the cousumine public
getting an undoubted better supply of pure milk and in thebmilkincr
animals and calves being better fed and looked after than they arae
now.

Now that a pasteurisation plant has been set up by the Madras
Milk Supply Union, all the unsold milk of the mornines or the
evenings of the proposed city socicties can be taken over by tﬁe Union
and pasteurized for being kept aud sold as milk within the prescribed
intervals instead of being converted into by-products immediately
involviug a loss of income. The cheapness at which milk cay be
purchased in distant villages may be more attractive to the Union
than the comparative high price at which the Madras milkmen can
supply, but the various advantages of the supply at cloge quarters
and the general improvement expected in the condition of th
animals, as explained above, may be worthy of consideration } he
Union. oy the

I have ventured to express these views in the hope that they will
elicit criticism which would be helpful for the consideration' ;vl
important co-operative undertaking in the city, otan
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We have great pleasure in publishing the following note writtent
by Sri Dewan Bahadur K. Deivasikhamani M udBiar, President,
The Madras Co-operative Milk Supply Union, Ltd., which throws
much light on the problem.

(1) The policy of the Agricultural Research Iustitute, India,
is to see that milk is supplied to cities from places outside Municipal
limits so that the animals can be kept under better sanitary condi-
tions—a factor necessary for the production of ¢good’ milk. They
have recently obtained statistics to this effect for the city of Madras.

(2) ‘The milkmen in the city live in congested parts and no
snitable place for drawing milk can be secured except at a prohibi-
tive cost. ‘The Union had cattle vards in Egmore and Triplicane
for some time and the Egmore depot was closed as a result of the
warnings given by the Corporation. There were separate societies
for each hospital area in the city and they have all been amalga-
mated with a view to keep the animals at a place where sanitary
conditions can be enforced.

(3) ‘The Union burnt its fingers by arranging for advancing
money to milkmen in the city. It supplies, however, to its members
cattle food, the value of which is recovered from the monthly sale
proceeds of milk. The value of animals sold cannot so easily be
recovered. This has been our experience.

(4) The owners of the animals which are kept at Ivanavaram
are Madras milkmen who live in Purasawalkam, Kosapet, Egmore,
etc. aund not of Ivanavaram.

(5) The control over milk from villages is as good as it is in
Iyanavaram. For the last three months everv can of milk received,
whether from Iyanavaram or from the mofussil, is tested scientifi-
cally before it is accepted. The trouble is with the salesmen and
not with the milkmen. The mere name “co-operative society” will
pot give unadulterated milk. Societies scattered all over the
city wiil be as difficult to control as mufussil societies. Hence the
idea to concentrate in three or four centres.

(6) It is not true to say that the milkmen in the city do not
supply milk to the Union. Of the 1,900 measures of milk handled
by the Union all but 450 measures come from the milkmen in the
city. At each hospital we gather the milkmen and get the required
quantity of milk. Large supplies were drawn in this way last vear.
After reserving the quantity required for the hospitals we take the
balance to our headquarters for pasteurisation and sale. Attempts
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made to bring more men in

not so far been successful.
cause.

groups in various parts of the city have
Discipline over the men is the chief

(7) 'The bylaws of the primary societies were framed at a time
when Fhe Union was not in existence. The method of purchase and
sale dlffers from what the bylaws originally contemplated. After
the Union was started the societies act merely as agents of the mem-
bers. Tk.le individual members of the primary soci:ties get the value
of the milk at the rates fixed by the Union directly fror: the Union
and pay a commission to the Primary societies at so much per
measure supplied by each and this commission is approoriated-to'
wards the cost of management of the societies, Any bala{lce left is
treated by the department as profit. TUuder this arrangement there
can be no profit for the primary societies, “T'he individsal members
get the value of the milk at the time of supply and bonus after the
end of the year. Thousands of rupees have i)een so disbursed in
past vears. The Madras milkmen get Rs. 0-1-9% per pint as against
Rs. 0-1-6 paid by other agencies angd the Ivanavaram vard men :et 5%
aunas a measure and the mufussil milkmey ’ .
as agams.t Rs. 0-4-0 paid by others, The cost of transport of the muf-
fu§511 r'mlk comes to 9 to 12 pies per measure an‘d the muffussil
n.mk is not therefore cheaper. The cost of trausport in the
-c1ty and the cost of pasteurisation do not leave much mzﬁdn. There
i1s no doubt that muffussil milk js better in quality owing to the

nature of the feed given. Milkmen of the city will not easilv change

the nature of the food now given for thev

: ood v stand to lose hv it All
attempts made in this direction have so far been futile '

get Rs.0-4-9 per measure

(8 Apparently the writer of the article
thod of working of the Union,

of all the societies under the
Whatever was declared as net pr

has forgotten the me-
The profit of Rs. 14,492 is the profit
method of work described above.

ofit was paid back t indivi
o I o the individual
members as dividend and bonuys, Bonus roughly for two to six pies

in the rupee was paid in the Previous vears, although durine the
last two or three vears a portion of the prc;ﬁt “’zas a o
teurisation plant fund to obtain money for the
was possible only by keeping
controlling work was done
A Sub-Deputy Registrar is
technical men have been or

Set apart as pas-

: plant, This profit
down expenditure for the whole of the

w1th.out any expenditure to the Union.
now in charge of the Union and other
are being appointed, and it is not possible
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to raise the purchase price. The cost of management has risen consi-
derably. The price paid by the Union compares very favourably
rably. . '

weith tixe retail market price, three measures a rupee, as in Mambalam,
c. : il i i

“ 9) The unsold pasteurised milk cannot be pasteurised again
nd sold as whole milk as the writer of the article assumes.

a

(100 If the milk problem ‘of the city of Madras has Fohbe

solved satisfactorily, legislation will h‘ave to be t.m.derta_ke.n w1td a
‘ew to segregate all the animals outside the Municipal limits an in

Vle‘_” sflrr:undincrs. Any one who has seen the dark houses in
i::}r]lil(t;r}t’he unfortunat;e animals are housed in the city ‘of Madralsf
will refuse to drink any milk produced by the Madras m.lleen.
in the meanwhile the city milkm.en should be h.elped, it should bF
in the manner now done by the Union by assembling .them at sani-
lter places like the hospital, e.tc., "jllld buying‘t‘heir m'llk. There.are
ver’v many rival depots workmg in <.:ompet1t10n with the Union,
Evéry dismissed servant of thlS. Union I}as. opene§ one or moref
milk depots and there are many rival associations selling .all sorts od
milk. There are over 100 depots scattered‘all over the city. Goo
milk does not therefore get a reasonable price.

(11) The profit earned is due to the large turnover and‘ not to
the large margin of profit. It will not therefore be available to

increase the purchase price to any approximate extent. It is there-

fore returned as bonus. ‘ N
3 3
(12) It is impossible to guarantee good milk -unless.the
imals are gathered in one or two suitable centres and milk obtained
animie M \ res :
under sanitai"v conditions and pasteurised. This is the aim of the
Union. | N |
[Mr. Rao Bahadur A. Rajabadar Mudaliar’s rejoinder to this
note will appear iu our next issue.]
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True Village Societies.
By MRr. D. MUNIKANNIAH, B.A., B.L., CHI'TOOR.

. ."I‘he controversy whether ‘limited liability' or ‘unlimited
liability * suits and serves the exigencies, utility, and purposes of
village society is of importance, particularly in' view of the propo ;
amendments to the Madras Co-operative Societies Act, piopese

The unlimited liability coupled with its correlative of voluntar
and mutual trust and risk has led in actual working of the societ ti
confering of benefits of the society to only a ‘group’ in the villa);e ;
and the generality of the ryots have invariably been denied the be:e-’
ﬁts of th'e society. Itisin the knowledge of those in the know that
in the history of every such village society a stage is sooner or later
reached when fresh members dread to get into it, and expansion or
reorganisation becomes almost impossible. Experience tells us that
it is next to impossible to make every villager or ryot to believe i
the others and so make him sail with the others in an atmosphere of
confidence. Also it 1s difficult to conceive of the possibilities of the
growth of a number of societies in each village—one for each of the
different groups—though all of them will have to serve the same
purpose, and also to induce the same ryot to own the liabiljt and
shoulder the responsibility, severally and jointly, for the incident); ld
the working of different kinds of societies. Experiments as are b:n°’
conducted to-day are not, in anv case, such as to comprise within ’t‘;a
ambit of the societv the entire ryots and villagers in a village ans

=

to afford them scope to practice the principle of co-operation a

them. mong

Any copying of the models of the Westerners and application of
the principles which govern their village societies (whic}; I call 'o
‘compact village societies ) without regard to our village Cond?t' as
and the genius of our villagers is not calculated to sz:')lve th ons
blems of rural credit, which to-day stare the rvots. Trye the l'e Py
liability basis is particularly suited to the urban societ,ies a lzimted
special purposes and non-credit societies. But to imagine thnt o
village society is there to help the living of the villaozr and af the
ryot without reference to his occupation and industryt(')f aori ol the
is to emphasise the existence of the ryot without the apprebcri;ctlilo:lzef

agriculture as an industry. To try to help the individual ryot
yo

714

TRUE VILLAGE SOCIETIES

without improving the industry of agriculture in the village is
to attempt the impossible. Therefore a society in a village for
all the ryots and villagers which is capable of supplying their
needs and rendering financial help to them and for carrying
on their occupation and at the same time based on mutual help
and vowed to the policy of finding its finances within the village
is the desideratum of the times. Such a society will not exist for
a group ounly within the village or be restricted and obsessed
by the weight of the unlimited liability. To conceive of an organisa-
tion with such elasticity and usefulness based only on the unlimited
liability theory is to stifle progress and ignore the possibilities of
co-operation becoming the hand-maid of the industry of agriculture.

I would venture to suggest that in every agricultural village a
society should necessarily exist and all land-owners should become
members thereof having at least a share of Rs. 2-8-0 for every acre of
land he or she owns. The share capital may be payable in dribblets
covered over say, five years, but every acre should be under an obli-
gation to contribute. The holding of a share in the society should
be an incident of the ownership of an acre of land and should be
appurtenant thereto in the sense that the share or shares will have to
be transferred with the transfer of the ownership of the land. The
landless class also can join tiie society by taking shares; and this
society is thus distinguishable from the unlimited liability society for
the unique benefits conferred on this class of persons also. The Jend-
ing for short-term credit purposes can be ou the basis of the principle
applicable to cases of limited liability transactions, say eight times the
share capital. The members should be‘prohlblted from bqrrowing
from any other creditor, at least for specified purposes mentioned in
the bv-laws. In the case of necessxty'of the members of such a society
for borrowing the long-term loans principles appllcalzle to the grant
of loans by Land Mortgage Banks may be enforced. This society
can also serve the villagers as the agency for marketing and for
loaning monies on the produce. If the villagers are convinced of the
asefulness of such a society 1t might become increasingly possible for
them to contribute every year regularly at the rate of say Rs. 0-8-0
per acre towards the share capital and augument their resources,
Thus it could be seen the needy and the rich can be made to come
together to save monies for their common benefit, thereby really pro-
m;ting thrift and co-operation and ulgxmately enabling the society to
be autonomous iu its finauces and dealings. The limited hab111§_v basis
for village societies will then be of vital importance, if the objects of
co-operation are the service of the agriculturists and promotion of

their well-being.

At the beginni
tive and nurse these so
years, l.ater o, the v ]
supporting, and also in a posl

ng the district banks will have to take the initia-
cieties at the most for a period of five or ten
illage societies may be expected to be self-
tion to help their neighbours. Instead
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of having to depend for their existence and goodwill only on the
margin allowed between the borrowing and lendmo rates of interest,
these societies can earn greater Droﬁts and more money will there-
after be available bv way ‘of Common Good Fund which can be spent
profitably in the village itself.

I am not unmindful of the element of force and compulsion
which will becomne necessarv if the co- operatxon of the whole village
is demanded. But situated as we are in the villages and kuowing as
we do the state of the disorganised state of the credit of the aorlcul-
turists and the owetul lack of proper notious of thrift and co- -operation
among the rvots, a certain amount of compulsxon is certainly
_]ustlﬁable for otherwise, the ruture o/ rural credit is dismal and no
organised effort to alleivate the misery of the ryots and to save them
from lapses is practicable,

As in the case of every good endeavour, it is not enough if the
trial of these limited nablllr_y village societies is made sporadically in
one or two selected places; but I am confident that far reaching results
will accrue if in case the villages in one Taluk at least are tried with
these societies and there is also sufficient fortification afforded by
statutory provisious.

————

The Erode Co-operative
House Mortgage Bank, Ltd., No. 9782, Erode,

THE ERODE C0-OPERATIVE HOUSE MORTGAGE BANK, LTD,, hereby
invites the attention of the investing public about its being the safest
place for investment of long-term funds, viz., funds that could be
tendered as Fixed Deposits for a period of ten years or more. The
Bank advances loans only on first mortgages of valuable buildings,
within the jurisdiction of the bank for new construcsion, repair, re-
demption and purchase of houses at not more than 50 per cent. of the
value, estimated on an average of valuations made on a scientific basig
by the Supervisor, Surveyor and two appraising Directors of the bank,
The present rate of interest offered on deposits made is § per cent. per
annum, if payable annually and 43 per cent. per annum, if payable

half-yearly. - - - -
Rs.
Paid up Share Capital of the Bank on 9—2 -39 is o 12,596
Reserve Fund » » o 2922
Total Loan Qutstandings ,, » .. 50,071
Fixed Deposits " .. 51,605
Provident Deposits outstandmg formed as Smkmg Fund we 7109
Cash on hand and in bank accounts 7:521
E. S. GANAPATHI AlVYAR,
President.
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The Need for Industrial Demonstration Societies.
Bv MR. N. SESHARAO PANTULTU,
President, Bhimavaram Co-operative Urban Bank, Ltd.
To-dayv, in India more than 70 per cent. of its population are
living on agriculture, This high percentage itself became the last
straw on the camel’s back; for, agriculture the greatest occupation in
India, has turned out to be a deficit economy. So, it has been the
concern of all those, who are concerned with the welfare of India, to
suggest wavs and means to relieve the land of this highly alarming
pressure. The remedy suggested was, that a part of the agricultural
population should be switched off to emplovment in such other indus-
tries and handicrafts, which would form subsidiarv industries to
agriculture. In the past, each one of our villagers developed some
village or cottage industries suited to the locality.

So, Mahatma Gandhi thought that the revival of all those indus-
tries would help the situation very much. For, these industries when
properly developed could give relief not only to the under-emploved
ryot but also to the crores of unemployed labourers. At the instance
of Mahatma Gandhi, we had the All India Village Industries Asso-
ciation formed at Wardha in 1935 to make a scientific studv into these
forgotton industries, During the short period through which it
worked the association tackled the problem efficiently and in a scien-
tific manner too. As a result of its labours, the association recom-
mended some important village industries such as flour-grinding,
dehusking of paddy, gur-making, oil-pressing, bee-keeping, seri-
culture, tanning, paper-making, pottery and carpentry. Soap making,
printing, dying, works of art, metal industries etc., are suggested as
some useful cottage industries. Many scientific improvements are
suggested in the implements as well as in the mode of operation of
many of these industries. Also methods are suggested toadopt these
industries to modern needs and tastes. These suggested industries
would stop wastage and convert village waste and other waste mate.
rials to good purpose. Also, the leisure hours of the ryot, his depen-
dants, his family members, would be profitably engaged and his
annual income would be sufficiently substantiated in return.

All this useful knowledge gathered at Wardha needs a wide,
wide publicity and it should be diffused immediately, throughout the

717



THE MADRAS JOURNAIL OF CO-OPERATION

7 lakhs of villages wherein crores of under-emploved rvots and un-
emploved labourers are merely prolounging their existence. But,
to-day there exists a vast gulf between Wardha and the 7 lakhs of
villages. To bridge this gulf and to pass on immediately the know-
ledge gathered at Wardha to the needy villager, aud to train him in
the new technique of village economy and industry, a well-organised
machinery is needed. To fulfil this national need, some industrial
demonstration societies, one for each taluk, should be organised. Such
industries which are recomnmended by the A.L V.I. A. and satisfv
the local conditions are to be exhibited in these centres, Thes‘e
centres would study the local conditions, gather statistics necessa.r_v,
make original experiments on the subject and diffuse the knowledge
collected by the A.LV.I. A. at Wardha. The monies needed to
start and work these centres shall be subscribed as donations bv
citizens interested in the movement. The societies are to be regiS’-
tered under co-operative societies act and be under the control and
supervision of the Government Co-operative Department.

The centres will do the following business.

1. To run 3 or 4 main industries that satisfy the local needs.

2. To impart training in these industries and such necessary
education needed for successful working of the said industries to
adults and grown-up boys, who come for that purpose from neighbour-
ing villages.

3. To impart to young children of the locality general education
well-correlated with the main industries of the localitv.

The District Advisory Councils would do well to take such

necessary steps to organise these Industrial Deimonstration Centres
’
one for each revenue taluk at least, to start with,

In this comnection, it may be mentioned that the Co-operative
Urban Bank, Bhimavaram, has made a humble beginning by influen-
cing public opinion to organise one such Industrial Dem(;nstration
Centre at Bhimavaram to serve the people of Bhimavaram Taluk.
The Government and the authorities of the Co-operative Department
the co-institutions in the co-operative field, and other Dhila;lthropist;
are requested to give necessary help and guidance in the matter.
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Recent Utterances.

THE gra WEST GODAVARI DISTRICT
CO-OPERATIVE CONFERENCE, RELANGI,

PRESIDENTIAI ADDRESS
By SrI P. S. KumMArRASWAMI RajA,
Fellow Co-operators,

“Tt is with a deep sense of respousibility that I have accepted your
invitation to preside over your annual conference. For, while T am
thankful to you for the honour you have done me, I am not forgetful of
the fact that you have in your midst and in the Andhra Desa persons
who have rendered distinguished service in the field of co-operation and
therefore could well have taken my place on this occasion. Although I
can proudly claim affinities with the great Telugu race and still look
back to this charming land as the house of my ancestors, I cannot
pretend to be so thoroughly and intimately acquainted with all the
probiems and difficulties you are facing in your area in the fleld of
co-operation. Nevertheless, I have very confidently and boldly responded
to vour call, because, the main problems of co-operation in your area
are the same as those in mine and in fact all over our dear motherland,
Who will deny that the co-operative movement is.one of the bonds that
unites the different peoples of our country—the Pathans and the Tamils,
the Bengalis and the Sikhs, the Gujaraties and the Andhras. Nay it is
one of the bonds of universal brotherhood. For, whatever be the local
differences, the principles of co-operation and the chief forms of co-
operative eunterprises are fundamentally the same, whether in India or
Japan, Germany or Eugland or Russia or the United States of America.
Co-operation kuows no barriers of caste or creed, race or nationality and
transcends the limits set by Geography or political boundaries, In the
realm of the modern co-operative movement, the whole mankind is
viewed as one brotherhood and the whole world as one unit,

Growth of Co-operation in India

Viewed in the above light, the birth of co-operation in India in 1904
is an epoch making event, for thereby the peoples of a vast sub.continent
have been brought within this vast universal brotherhood of co-operators.
When the movement was started thirty-five vears ago from now it was
small, insignificant and almost unnoticed by the people. But to-day it
stands. out as a mighty movement, the number of priniary societies in
our Presidency alone is nearly 13,000 and as you are aware there are
besides numerous Supervising and Audit Unions, Central Banks, Provin-
cial Associations and All India Associations.
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That the movement has abundantly succeeded no one can deny
though critics and well wishers alike may deplore that the success has
not come up to their expectations, Views such as these, permit me to say,
exibit a lack of historical perspective and an insight into the economic
environment of our peasant community. For defects and short comings
are inevitable in the transitional period of any movement and the duty
of every one concerned is not to deplore or remain passive with destruc-
tive criticisms but to prowmote the further progress of the movement by
rectifying the defects. Defects should never be an excuse for abandoning
a good cause. Nay they are a challenge for further action. Considering
the fact that co-operation in our country has just touched the fringe of
the population, and that the scope for its expausion is unlimited, we have
to take courage in the thought, that after the movement has reached its
fullest development, it would be the most gigantic movement, as gigantic
as that at Russia or Japan or Denmark. The potentialities of the move-
ment should be our greatest source of satisfaction.

Test of the success of co-operation in India

What should be our standard of elevating the success of co-operation
in our Country? Not the Central Banks, however sound their financial
condition may be and whatever may be the variety of the services ren-
dered by them. Not the excellent work turned out by our District or Lan-
guage Federations. Not even our Provincial Co-operative Union or the All
India Institute and the Associations or the brilliantly conducted journals
and reviews, though we appreciate the need for such organisatious and
deeply value their excellent work. Tle success of co-operation in ludia
lies with the efficiency of our village societies. If those societies do not
or are not made to function properly, the success we have achieved or
still hope to achieve in all other directions in the work of Credit Societies,
Federations, Provincial or All India Iustitutes and journals is in vain.
The soul of India is in her villages and it is the village society which
should be the key-stone of the arch of co-operation.

Happily, Indian villages, as the historical records of the past have
proved abundantly, are the very cradle, of co-operatiou. The village com-
munity system is a wonderful example of co-operative republic. As you
kuow the villagers had in some cases, and still have common thrashiug
floor pasture grounds etc, Sheep penning is another illustration of
co-operative effort in the economic sphere. The anicient practice of
Kudimaramat repair of public works by the joint labour of all the people
is still another instance of an excellent indigenous co-operative activity.
Why even the system of maintaining the village artisans through contri-
butions from each household is based on the same co-operative principle.
It is this simple principle that our popular Health Minister, The Hon'ble
Dr. T.S.S. Rajan has so boldly and skilfully embodied in what he has
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called Co-operative Health Units Sch.eme. The scheme outlliu.ed by the
Miuister is in conformity with the genius of the Peop.le and is in no way
alien to their traditions, while at the same tine 1t possesses al.l tpe
characteristics of a modern Health Insurance scheme as it prevails in

England. '

i have referred to the co-operative health units scheme and ratt}er
deliberately at this stage in order to emphasise the fact that cojo.peratlve
efforts in our country should be suited to rural needs and conditions and
should be in conformity with the traditions of t.he people. May we
expect that the new co-operative committe.e appointed recently by the
Ma;dras Government under the chairmanship of tb.e respected opener of
this confernce Sir T, Vijavaraghavachariar will give the whole move-
ment a new orientation so that it may take deeper and deeper roots in
the socio-econoniic system of the people? It is only th'en that co-operation
can flourish in Rural India, and rural prosperity can become an
accomplished fact.

An example of indigenous co-operative credit system

To illustrate the point by a concrete example in a little.wzillage in
the Tinnevelly district inhabited by about 120 heads 9f families a f'ew
Marwari money-lenders were playing a proﬁtable. business by lending
very small sums of money Rs. 2to Rs. 10 to a‘s;mgle borrower on th'e
day when he was in need of money to go to the Shandy” to buy provi-
sic;ns on coudition that the principal was returned at the end of a week
with an interest of two anuas per rupee. The poor needy illiterate
borrower hardly cared to calculate that the interest he was paying worked
at 600 per cente Happily some haif a dozen youth.s of the vxllagf: discovered
the enormous toll of interest that the Marv&tarls were levying and the
demoralising effect that theitr systgm of 1eu§mg mone'y prf)duced and set
about to rescue the people. They d@ not th}nk of reglstem}g a co-opera-
tive credit society for they were simply 1gnor§nt of this movement.
Imagine however what would have happened if they bad organised a
co-operative credit society. . The panchayatdars, as. usnal, wm.ﬂd have
had some ' benami’ transactions. The borrowers., as 1t happens in about
70 per cent, of the cases, would have defaulte'd in repaymepts or would
not have been able to obtain loans to meet the%r urgent credllt needs. In
other words, the enterprise may have ended ina sorry fallure.. On the
other hand, what the youths did is of supreme siguificance and is capable
of adoption in almost in every village through.out the. co'untr.y. They
solved the problem of credit in a trul‘y co-operative but indigenious way,
They persuaded the elders of the village 'to lefld money to the needy in
the village in the same way a$ the Marwarls. did small sum-s of money to
meet the specific urgent needs—k?ut at n'ommal rates c.>f interest out of
the ‘village common fund.’ As this fund is the co-operative savings of the
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Whole community the elders have the utmost care to disburse loans only
to deserving cases and the borrowers too have great sense of responsibility

to repay, as elders have to collect the dues. The system is working
wonderfully well.

The above illustration is not intended to exibit a complete scheme
of co-operative credit to meet all the credit needs of the rural people but,
I am sure, vou will find in it a clue or the basic principle upon which
you can build upa truly indigenous co-operative activity, What is
wauted, as the Hon'ble Minister for co-operation has pointed out, is a
new 'orientation’ and we hope that the present committee on co-operation

will succeed in giving the province a truly successful scheme of rural
credit. ’

Credit needs of villagers

In this connection, it is necessary to utter a word of warning and
caution regarding the shifting of emphasis from credit to marketing and
the numerous schemes put forward by enthusiasts to improve the existing
marketing system. That agricultural marketing requires rationalisation—
by standardisation of weights and measures, by grading and better storage
facilities—is undoubted. Nevertheless, the fact should not be overlooked
that the economies resulting from improvements in marketing machinery
necessary as they are are less than those arising out of lower rates of
interest and a more satisfactory credit system. The toll system levied by
the money-lender from the agriculturist cuts the biggest hole in his
income and no greater hoon can be conferred upon the whole Agricultu-
ral population of our countryside than that of the same, adequate cheap
and efficient credit. Credit has been described as the soul of comuerce ;
and it is certainly true of the most fundamental and anicient branch of
commerce-agriculture. I would therefore urge that the co-operators all
over our country should pay more and not less atteution to the provision
of credit for agriculture and the recent interest in marketing reform
should not result in obscuring the credit side of our movement., The
improvement in the structure of co-operative credit is still as important
and as great a problem to-day as it appeared some thirty five years ago
when the movement was first inaugurated.

The scope of multi-purpose societies

The above remarks are not intended to convey the impression that
the rural co-operative movement should begin and end with credit.
What we have been trying to emphasise is that credit should still occupy
the central place in the programme as Khadi does in the programme of
the Village Industries Association. However, as Mahatma Gandhi said
at the time of inauguration of the All-India Village Industries Associa-
tion that “without other industries, Khadi cannot make much progress'’
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(The Harijan, November 16, 1934) so also credit cannot makg mu;h
s without the development of the other types of co-operation. In
rds, the full force of co-operation must be brougbt‘tf) bear upon
other we t’every point {n the whole sphere of his activities namely,
he ryoft . ing, better business and better living. It is this idea that
etter i am;he ’scheme of multi-purpose societies advocated by the
underhesBank of India. The view of the Reserve Banks of India is that
ﬁ;se:z‘.eoperative organisation in rural area should prove uot only cre:dit,
but also supply of seeds and implements. and market the.produce besxd;s
working out of programmes of community welfare. Briefly stated,dtbe
multi-purpose society is expected to undertake work now performe 1y
three different institutions the village bank, the central supply and sale
society and the supervising institute. Thfe novelty am? thfa sn.)u.ndn.ess
of the idea should not make enthusiastic rush hastily in giving X.t a
form and shape in an allien garb. I would- suggest that the gulfimg prn?-
ciple of organisation of this form of 11'm11t-p.mrpose co-‘operatwe cred11t
society should be to adopt it in confirmity W1.th t.he genius of our peovp e
and with the traditions of our socio-e'cono.mlc life. The great'da} of
co-operative movement in Rural India wxlli be Whet.l the're w1111 beha
co-operative organisation in each and every village which will enable the
villagers to buy their cows, buffaloes, .bulls,‘a.nfi others sto?1'< cfo-o;;erall
tively and perform all other econ.omlc activities co-operapvel;. luc,
enterprises should enable the villagers to p.ossesi:. their own .p. a:y-
rounds, radios, schools, libraries, healt.h services, msmjance facilities
& d newspapers. We, the townsmen, will be almost entirely under 'tbe
Zt:ips of these rural co-operatives. We shall have to buy our rice,
vegetables, milk, and ali farm products through thes.e rural‘ co-
ratives. There would also be thousaflds .of co-operatlye societies
?p:the organisation, production and distribution of a multitude of the
p(x)”oducts of our small industries, .
The place of Rural Reconstruction in the Co-operative Movement., .
The picture that I have drawn of the future of rural co.operation
can hardly become a reality, if the Government of .the country does not
come forward with an intelligent programme to wipe out p_overty, debt,
drink, untouchability and illiteracy. In other words, the v.1llages ‘are to
be lifted out of the present distress d'ue to the accumula'tlon of 5eve'ral
evils in our whole social and economic struc;tures and re;gvepated with
a fresh life, a fresh out-look and a fresh envnr‘onment. This is \'vhat we
call rural reconstruction. And may I say with all the emphasis ‘that I
mmand that rural reconstruction work should be taken up side by
o cOith the development of co-operative enterprise and that without
:;iefz:;mer, the latter will be a gross failure. At present the work of
rural reconstruction remains the pastime of 'few ind1v1c%u.als or institu.
tions and the results achieved in the particular localities are hardly
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worth the troubjes involved. What is wanted is "direction from a
central source—a Provincial Organisation under Government auspices
supplied with funds and staff to work out a complete programme all
over the Presidency. It has been reported that the Bombay Govern-
ment has created Rural Reconstruction Department by the amalgamation
of the Cowoperative, Agricultural and Industries Departments. One
should think that this is a step in the right direction as the much needed

co-ordination of the work of these departments can be achiev

ed only by
these means.

Further, the Bombayv scheme has provided for the consti-
tution of a Board in each district for directing rural reconstruction work
with a trained officer and assistants. This provision is exactly the same
as that recommended by a distinguished member of the Townsend
Committee on Co-operation in 1930. Further more the Bombay Govern-
ment have provided to link the whole rural reconstruction machinery
with the co-operative movement—for, they have provided for the
appointment of a paid emplovee who will be the Secretary of the Vil!

lage
Panchayat and of the Co-operative Society for promoting the welfare

activities in each and every important village. The scheme indeed has
made all the necessary provision of a comprehensive machinery and it
is now the duty of the people to work it to their greatest advantage, [
am not saving, that we should bodily copy the Bombay scheme in our
Province but it shouid be pointed out that the first necessity for an
intelligent, sustained and comprehensive effort at rural reconstruction
in our Province is a Governmental machinery with an adequate supply
of money and staff, and unless this is forthcoming very little headway
can be made in the progress of rural co-operation.

Co-operative enterprises in towns and cities.

By emphasizing the importance of co-operation in rural areas I am
not ignoring the place of co-operation in urban areas. It would be a
fatal mistake to do so. For, co-operative enterprises in towns and
cities are the most valuable allies of village co-operative societies, For
example, a successful store in the city like that of the Triplicane Urban
Co-operative Society can and has established contacts with several sale
societies in the villages. The Madras Milk Supply Union has been res-

ponsible for the promotion of a score of sticcessful

: > fo producers’ co-opera-
tive societies in the villages.

The same is true also to a smaller extent
of the city milk supply societies in Coimbatore and Madura.

cessful building society in any town or city would go a long

relieve congestion due to over-crowding caused by immigratio
villages. In the same way a well-conducted labour co-o
can be of immense help to the class of labourers in th
mostly immigrants from villages.

A suc.
way to
n from
perative society

e city who are
The truth is that urban co-opera-
tives are as essential as rural co-operatives in order to maintain a proper
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b-alanoe between them and to promote a complete progran.lme of co-opes
ration. How can co-operation be said to be progressing in our cour.ltry?,
if the city part of our national economy is uninfluenced by co-operation ¢
It is therefore, the duty of the Government and of the peoplc? t(.> promc')te
all sorts of co-operative enterprises in the cities, stores,‘ b'ulldmg socie=
ties, students’ societies, labour societies, loan and sale societies, handloom

weavers’ societies, etc.

Problem of Administration and Management.

Gentlemen, I have studiously refrained from referring to thg mult'i-
tude of problems that engage the attention of co-operators in th'en'
practical work of administration and mauag‘eme‘nt of .co-ope'xl'):?n:e
societies both rural and urban. It would be practlca}lly impossible to
deal with these problems at length in the course of this add‘ress. Even
a mere enumeration of these problems would make a formidable show.
This does not mean, however, that these problems are less urgent and
less important. But the fact is that t.hese problems vary from plf\;e to
place and from institution to institution au.d that a deta_lled considera-
tion of them would hardly be of gener31.111terest. As is we]l-kvn.ov\.:,
certain rural societies are functioning efficiently beca'use of .the a;aﬂa i-
lity of a good group of panchayatdars and the care W‘Ith which :) ey a?e
able to disburse the loans and collect the (.iu'es. This may not be so ;3
certain other societies where these counditions are absent.. It wou
therefore be uncalled for to make a general recommendation for. t'he
employment of a paid staff carrying on Fhe work of tl?e. rural 1soc.1et1es
as has been advocated by some. .Smnlarly all questions re atmg to
supercession of societies, official mterference'zs, pros:edure regarding
liquidation, the disposal of lands purchased by liquidators, etﬁ., .arg
matters of detail. For the same reason, the controvers.y \{vbether 1m1t.e
or unlimited liability should be the rule of {u}'al .sometxes need uo‘t t.)e
pursued too far, though the concensus of.opm-mn .m Andhra Desa is in
favour of limited liability, while the opposite View 18 hf.ld by the co-o.pe.
rators in Tamilnad. The whole set o.f troubles relatm‘g to Se?aratlon
of long and short-term loans, the machinery for c'olle.:ctlon wf overdues,
the method of issuing credit to the villagers, t-he linking up of the work
of the credit societies with that of the safle. soc:1e'ty and the central bank,
in my opinion, are also matters of detail 1n WI.JIC'}I both the Department
and the non-officials can permit several '\'arlatlofls'. ‘Iu ‘other words,
there is hardly any necessity for unifornnty or rigidity in all matters
relating to the day to day administration and management of the work
of the co-operative iustitutions.

Land Mortgage Banks.

to record that the Emﬁs: of this institutio
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very satisfactory. There have been no overdues to the Central Land
Mortgage Bauk from any of the primary banks. The ceutral organisa-
tion itself has constituted a Debenture Redemption Fund and a Sinking
Fund for each series of debentures separately. The maximum amount
of guarantee of principal and interest by the Government has also heen
raised from Rs. 150 lakhs to 200 lakhs and the Government have also
provided further facilities for temporary accom:modation, besides grant-
ing encumbrance certificates free of charge for all loans up to Rs. 2,000.
The passing of the Debt Relief Act has been a great boon to the agricul-
turists and we hope that the Government wiil come forward with other
similar measures for the relief of agriculturists in the province. I
understand that one of the special problems of vour areq in connection
with the work of the Land Mortgage Banks is the granting of loans on
the security of dry lands. I trust that all such special pro.blems should
be brought to the notice of the new Committee op Co-operation so
they may be given the prominence they deserv
dations of the Committee,

that
e in the final recommen-

Propaganda and Education.

Before I conclude, I should refer briefly to another broad group of
problems relating to propaganda and education, There is no denying
that a sound system of instruction in the theory and practice of co-ope-
rative education is essential for larger success of the movement. The
existing machinery and facilities for this type of service are admittedly
inadequate and imperfect. The supervising unions as a2 whole have
failed to carry out this function which was expected of them. Nor have
the Executive Officers of the Central Banks been able to increase the
efficiency of the work of supervising unions ag these officers are over-
burdened with a great deal of administrative work, Perhaps such
Executive Officers are hardly fit to assume the role of propagandists.
The district federations have also shared the fate of the superv
unions. The language federations and the provincial union are co
with the publication of journals—a very useful, necessary and efficient
form of prop‘aganda and education, which unfortunately has the serious
defect of reaching only the upper strata of co-oper‘ators. .
education of panchavatdars planned and worked by the
Co-operative Union out of the grants from the Centr'a] Gov
a well intentioned but misdirected effort,
tangible benefit. The most effective and se
and education for co-operation should be
lantern lectures, cinemas and dramas,
agency than the village schools and v
ing under the guidence of the Central
e‘ach district could allocate grants to ed

ising
ntent

The mass
Provincial
ernment is
It has hardly resulted in any
nsible method of propaganda
through visyal instructions,
‘and Wwe can conceive of no better
illage co-operative societies work-
Ban'ks( If the Central Banks of
ucational institutions and village

>
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co-opetative societies for this purpose, a good deal can beedone fot
co-opetative instructions. In fact, the common good fund of the village
societies themselves can be drawn for this purpose. The village school
masters and the Fducational Officers will be willing to do all that is
possible for them in this task. Such propaganda carried out by the
villagers and local institutions will be far more effective and appealing
than what can be achieved by educated town men delivering a few
learned lectures to groups of panchayatdars from a dozen villagers
assembled inm a central place in a town centre. Local propaganda by
local people will result in local effort for putting into practice what they
preach, and in that way will progress be accentuated. In other words
practice will follow precept and the mutual benefit will be cumulative,
Co-operative education for the masses is indeed a most vital necessity
and everv effort should be taken to tackle this problem. When com-
pared with the magnitude, urgency and value of this piece of propaganda
and education that is given for schonl children, teachers under training
and employees of the co-operative institutions and of the Department,
probably shade into the back ground. For, by a simple executive order
of the department of education, co-operation can be made a compulsory
subject of education in all the educational institutions and the step
would indeed produce direct, immediate and tangible results. The
present arrangement for the education and training of Iuspectors
employed by the Department cannot be said to be defective. If improve-
ment is needed, a college of co-operation and commerce as has been
suggested by some, can be easily started and one institution will cer-
tainly work with eminent success. As I have said already problems of
co-operative education in the higher sphere are simpler and are less

important as compared with those among the masses of the people..

The Co-operative Enquiry Commiittce.

Geuntlemen, I am deeply thankful to you for having invited me to
preside over your function and share with vou some of the ideas and
thoughts on co-operation. We are indeed happy that the Government
have appointed at this stage a Committee under the chairmanship of
Sir T. Vijayaraghavachariar to make a comprehensive enquiry into all
the problems of the co-operative movement in our province, It is
indeed fortunate that the Committee is presided over by an Indian
administrator of our own province who has had a vast experience both
in our country and abroad and in that of the Committee are to be found
veteran co-operators and men of experience from different parts of the
province. We look forward to their work with the hope that their
labours will result in a substantial improvement not only in the struc-
ture and function of the co-operative movement but also in a wide
awakening of interest among the masses for putting into practice all the
ideals of co-operation and a deep sense of responsibility on the part of
the Government to give the movement the required guidance and
encouragement at this stage in order that the obstacles may be overcome
and progress accelerated.”

e—————
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THE BOMBAY PROVINCE CO-OPERATIVE BANKS'
: CONFERENCE.
PRESIDENTIAL ADDRESS
BY MR. R.G. SARAIYA AT SPECIAL SESSION,

“It is with considerable hesitation that I have agreed to preside over
Lnis special conference of Co operative Central Banks, because this is one
of the most momentous conferences that the co-operitive financing agencies
can ever be called upon to attend, and therefore the tack of guiding its deli-
berations should be entrusied to co-operators of greater experience than
myself. But I understand that it is the convention that the Chairman of the
Bombay Provincial Co-operative Bank, Ltd. presides on suci} conferences
and 1 frust that in a true spirit of co-operation you will all m ke up for mg;
deficiencies and help me to bring our conference to a successful conclusion.
At this juncture no one feels more keenly than I that we are without the able
guidance of Sir C.V. Mehta who resigned the chiirmanship of the Bombay
Provincial Co-operative Bank, Ltd during the current year for reasons of
health. Perhaps our Board would have persuaded him to carry on his
chairmans: ip for some time lovger if it had realised that sych momentous
changes were in store for the co-operative movement in the near future

It is not my purpose at this stage to anticipate the conclusions of our
deliberations, but 1 think it is my duty to draw your attention to some of the
more im onant aspects of the Bombay Agricul ural Debtors' Relief Bill
now before the Legislature. As early as 1928 the Royal Commission on
Agriculture wrote “Legislative measures designed to deal with the problem
of indebiedess have proved a comparative failure”. They al<o said. "We have
no hesitation in recording our belief that the greatest hope for 1f;e salvation

of the rural masses from their crushing burden of debt rests in the growth and

siread of a healthy and well-organised co-operative movement based uj on
the careful elucation and systematic training of the villa ers themselves.
Apart altogether from the question of debt, co-operative cred.t provides the
only satisfactory means of financing agriculture on sound lines. if the rural
community is to be contented bappy and prosperous, Local Governments
must regard the co-operative movenent as deserving all the encour .gement
which lies within their power to give.”

, The Bill now before (he Bombay Legislature seeks 1o achieve two
objects In the first place it proposes to reduce the debts due by agricultural
debtors to what is expected to be within their repaying capacity, repaying
capacity being defined in Sec. 47 as 80 per cent. of the value of th’e pri ert

of the debtors and the value of his other assets calculated at the pet a:nu:;
income of such assets capitalised at 6 p r cent. In the second place it propo-
ses 1o ensure or at least tries to ensure, that the debtor so relieved of I})ﬁs
debt does not incur further debts beyond his capacity to repay, by
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compelling him, if he at all wishes to have his debts adjusted, to join a
Co-operative Resource Saciety. It lays down in Sec. 75 that:—

(1) No dehtor who is a party to an award under this Act and who is
indebted to a resource society shall alienate or encumber the
standing crops or the produce of his land without the previous
permission of the society. Any such alienation made without
the permission of the society shall be void.

(2) Any debtor who alienates or encumbers the standing crop or the
produce of his land in contravention of sub-section (1} ora
person who knowingly permits s ch alienation or encumbrance
to be created in his favour, shall on conviction be punishable
with imprisonment which may extend to six months or with fine
which may extend 10 Rs. 500.

I have thought it necessary toquote here Sec. 75in full, as it is the
crux of the whole legislation. Although provision is made in Sec. 76 for
excepti-nal casesin which the Pravincial Governmeunt may authorise an
in lividual or body to advance loa s to agricultural debtors whose debts have
been adjusted, the burden of financing the agricultural debtors is placed on
the whoale on the shoulders of the co-cperative moment, i, e, in the last instance
on the co-operative financing agencies.

There are thus two aspects of this legislation in which co-aperative
financing agencies are vitaly interested, Although co-operative debts do not
directly come within the purview of the Debt Adjus ment Boards, Sec 43
(4) lays down that the Cn-operative Society shall intimate to the Debt
Adjustment Board the amount of remission of debt which the Co-operative
Society is willing to give in respect of the debt due to it. It is not mentioned
on what principles the Co-operative Society may be liberal in granting
rity of its members are indebted to it, and where the
Seciety's own funds are small. If such ezftravagant remissions of debt to
the primary societies are granted, there is danger to the stability of the
whole structure of co-operative finance. When this legislation was under
cousideration, the Hon’ble the Finance Minister had called an informal con-
ference of some co-operators, and it was suggested that the remissions of
debt to be allowed by the primary sacieties would be under the advice of the
ultation with the financing agencies, It is necessary that
pect of Sec. 43 (4) is clarified fitst by a suitable amend-
le rules under the Act, if it is possible 1o do so, as other-
ns are likely to prevail about the implications of

-

remissions where a majo

Registrar in cODs
the position in res
ment, or by suitab ‘
wise quite mistaken notio
this particular clause.
This conference is asked on what lines financing agencies would advise.
societies to scale down debts under Sec. 4f3 (#). Itis for your consideration
whether you should not first ask for a suitable amendment of this section,
It is also for your consideration whether Co-operative Sccieties should be
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called upon to scale down the debts due by their members to them at all,
in view of the facts which I need hardly recall to a gathering of cc-operators
that the debts due to a Co.operative Society stand on qui e a different
footing from a debt due to a money-lender, that the profit made by a
Co-operative Society o.t of interest earned from its debtor-members has gone
back to the debtor-members in one form or another unlike the profit made by
a sowcar, and that the co-operative credit movement inits own humble
way has helped to bring down the rate of interest payable by the cultivator
in many districts. Further in all hard cases, co-operative fin ncing agencies
have been granting liberal remission of interest, and if the rate of interest
charged in certain areas appears to be high, it has to be kept high to compen-
sate for the low rate of interest earned from less fortunate districts. Hereis
co-operation in the true sense of the term! Rut there may still be cases where
remission of debt may be in the best interests of the members and of the
primary society and the financing agencies would not be averse to recommend
the primary societies, to a'low remission in such cases If you accept this
view, you will no doubt recommend that the primary societies can only allow
remissions of debt to their members with the consent of their financing
agencies in case they are indebted to the financinz agencies. The financing
agencies in their turn would be guided by the advice of the Registrar of
Co-operative Societies.

A note of warning may be sounded here in connection with the policy of
remissions of debt to be allowed by primary societies to their debtor-mem-
b.rs. The burden of such remissions is bound to he felt by the financing
agenc'es, But the financing agencies cannot in their turn ask :heir deposi-
tors and the general public to write off their deposits of Current or Savings
accounts. At present the Co operative Banks are —thanks to the soundness
of their structure —able to tap the money markets of cities like Bombay,
Surat or Ahmedabad, and imake available to the agriculturists funds borrow-
ed fron the money market at low rates of interest. They can stand up to a

certain amount of strain, But if a policy of ever-popular over-liberal remis-
sion of debt is followed by primary societies, the faith of the public in co-
operative banking institutions may be shaken, and these very agriculturists
whom it is proposed to help, may, in the long run, be the worst sufferers,
Credit--especially financiil credit—is a delicate plant. It has taken years
and years to nurture it, and bring it to its present condition in the co-opera-
tive banks; it is already bear ng fruit in the form of cheaper finance to the
agriculturist. Any violent dig:ing and chonping at its very roots—at the
primary societies —may endanger its very existence.

It is, therefore, reissuring that the Hon’ble the Finance Minister in his
‘Budget Speech on February 14, 1939 definitely stated: “Gcvernment have
decided to stand by thesc financial institutions and support them in every
possible way as it will be on them that in the coming days Government
will have to depend for financial assistance to the rural population.”
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s conference is to suggest the best methods
: & Government assistance for the work of rehabillitation and deve-
of secunn.g ‘aw of the above assurance. Financing agenmes. are, under th.e
Lopment, Yi‘iw islation, asked to stand up toa double strain .—the first is
coutemplate” °2 jon of, debt already refered to; the second is that they
that of the re{rin 1S§;e the agricultural operations of the entire farming commu-
will have 12 nal;ts have been adjusted. They have the assurance of the
nity whose (ile support of the Provincial Government. As the answer of
sympathy &9 t pa.I;l the items on its agenda to-day is bound to depend
this conference (:ure and rhe scope of the Government’s assistance, I shall
1argely.0“ thi ?:e lines along which this assistance can be given.
deal briefly «0 the Bud :et Speech of the Hon'ble the Finance Minist.er,
Accordine o d eided ’go subscribe share capital in the financing agenlees
Government ha{vz GZO lakhs. They thereby hope to enable these ins't1tut1ons
to th.e extent_ 0 ori:.ing capital by nearly Rs. 2 crores, and place ].t aft the
to raise their w culturist. It is for your con ideration whether this is the
disposal o thfe rarﬁf;f Government’s assistance which can be given. Although
best ot only for! crease of share capital by Rs, 20 lak s may empower the
techmcalh.l the 10 ks to horrow Rs. 160 lakhs, it doss not necessarily f?llow
Co-operative Ban' ° Baunks will be able to com nand additional deposits to
that the Co-opPatTe bl: them to meet the additional demand on their re-
this extont. T en:mnt of Bombay should be prepared to place at the dis-
sources, the Gove“"ncial Co-operative Bank and other Central Banks sub-
pos 1 of the It’rovfx Joanable capital, as recommended by the Indian Central
stanti'a Lamoun® ocommittee in 1931: Majority Report {Para 189)
Banking BA0Y d that when a Provincial Government is satisfied that
We recommfan the needs of the movement in exceptional circum-
for meetmgf r the development of the ag-icultural industry, it is
stunces, Of 9 ake loanable capital available to the co-operative
e e toPr:ovincial Government with the concurrence of ite
ban.ks, the hould place at the disposal of the movement such
legislamre be necessary to meet the requirements- Such
loar;s ahS 1;“32 placed at th» disposal of the provincial banks to
;i;;n‘;zez out to central banks and.primar-y societies.” )
‘< noreason why at leasta certain portion of. the funds. of the
There 15 nB hay sbould not be deposited free of interest with the
Governme®y Of' OH{ Co-operative Bank and other Central Co operative
Bombay Provmm?n times of stress or in the near future when the effects
Banks. Furtl?‘e.r.tilon may be felt very keenly by the financing agencies,
of debt ree"® lia ntages of the rural development scheme are still remote
and whe th? advé vernment may have to step in and it would strengthen
and not reah’se ,1t'r?1ate plans and the co-operative movement’s financial
Governmt?ﬂths ! lqde up ‘heir minds from now and gave an undertaking to
Plc'siti(;:x1 rtltietr ?; p:;its with the Co-operative Banks, if necessary,
place
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The Indian Central Panking Enguiry Committee (Majority Report) has
also made recommendations in case the borrower def ults to pay regularly
the annual instalments to a primary society. The Banking Enduiry Com-
mittee says: (Para 91 (6] “In that case the Society will be subjected to
a loss and it is desirable that Government should come to the assistance of
the Society in all cases where the lossis not due to any negligence or
mismanﬁagement on the part of the latter.”” This is a very salutary recom-
mendation and furnishes a parallel which the Bombay Govern nent ma

~ well follow. The principle of the Local Government recouping the 105;]
which may be caused by their debt reconciliation po'icy to the primar :
societies, may with advantage be extende i also to the financin.s agencies ass,
they will be called upon to beara very severe strain on th;air resourr::e
especially in the initial stages of debt adjustment. >

Reference has already been made to the importance of crelit for the
very existence of a financing institution. The financial credit which enables
a bank tobo row, say, 9 timesits own capital, depends upon the f‘aith of
the depcsitor in the bank. This faith is easv to shake, but difficult to
establish, It depends upon the continued ability of the bank to repay its
dues at the promised date, its continued solvency and its continued Fa).bsillit
to earna reasonmable profit. To enable all these objects to be achievedy
G.overnment’s assistance would have to be three-fold ag exp'ained above,
Firstly, (.}ovemment should announce that the financicg agencies of thf;
co-op?ralllve movement have Government backing. This bag already been
done in his Budget Speech by the Hon ble Finance Minister, who announced
.that. Government had decided to subscribe share capital in the financin
institutions to the extent of Rs.20 lakhs. Secondly, this announce nen%
should be followed up by recognition of the Co- perative Central Banks and
the Provincial Bank as bankers to the Local Government, and the L:;l
Goxfernment should place at the disposal of the financing agencies loanable
capital as recommended in the Banking Enquiry Committee's Majorit
Report. Thirdly, in order to preserve the profit earning capacity of thi,
ban'ks, the Government should anno.nce that they would c,me to their
assistance where losses are incurred through no fault of their own,

result of the debt adjustment policy. but as a

. It' may appear that the dem:nls made on the Government are on the
high side. Toany critics of these demands it may be asked whether the
are able t.o point to any country where it has been possible to financ Y
culture without Government assistance. I have not been able to ﬁn? agr;
examples of successful financing of agriculture without Government }?:10
but, as I s.h_all show presently, there are many examples of Governme tl')'
helP t.o agricultural banks even in more advanced or self-reliant t n ;
This is because the principles of ordinary commercial bankin COUIl’d“eS-
allow any bank or financing institution to undertake the riskg i:i/oc:vedn?x:
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financing agriculture. In India the risk is all the greater, as agriculture is,
after all, “a gamble on the rains” and hardly a profitable occupatien in
itself.
A close parallel to Indian conditions may be found-in America where

‘ the Federal Intermediate Credit System grants loans for periods of not
less than 6 months and not more than 3 years. The Intermediate Credit
Banks are Government instirutions. Their establishment was made man-
datory by an Act of the Congress and the Secretary of the Treasury was
direc e to subscribe to their capital stock in such amounts as called for by
the Directors of the Banks, not in excess of 5 million dollars for each ’
bank’. (Majority Report—Indian Central Bank ng Enquiry Committee.
Para 247). Further, in the case of a Federal Farm Loan System, the
Government of the United States was authorized by the Congress :

(1) to subscribe to the share capital of these banks

(2) to take up debentures issued by these banks

(3) to pay for organizition expenses upto $100,070

(4) to make tempor.ry deposits for the use of any Land Banks,
The debentures of these Banks are exempt from Federal, State, Municipal and
Local taxes and are Trustee Securities. (Majority Report of the Indian
Central Banking Enquiry Committee. Para 247, pp. 188, 189).

In England, which believes in minimum Government interference, the
resources of the Agricultural Mortgage Corporation, Limited, consist of the
share c.pital, the guaruntee fund, and the debentures issued by the Corpora-
tion. The guarantee fund is provided under Section I (i) of the Agricultural
Credits Act 1928 and is equal to the share capital of the Corporation. It
carries no interest for a period of 60 years, after which period the interest
payable is not to exceed the average yield on Government funded stock,
The amount of the guarantee fund is £ 650,000. Further, Government
contribute £ 10,000 annually towards expenses. (Mr. K. L. Punjabi,
1.C.S., Bomb.y Provincial Co-operative Quarterly, September 1937).

In Bulgaria, where there is a centralised system of co-operative credit
financing State control, the Government have intervened to take over 80 per
cent. of the farmers’ debts, substituting in their place amortization payments
spread over 10 years. The debt which was payable to the Agricultural
Bank (with which the Apex Co-operative Bank was am.lgamated in 1934)
has since been taken over by the Government itgelf, leaving the Bank free to
carry and develop its fresh business with agriculturists, Similar action is
taken in Yugoslavia, while in France a special State Fund has been prov ded
for the amortization of the debts which are made repayable over an extended
period of years. In Denmark, Goversment have assumed a guarantee for
the redemption of agricultural debts and secured a reduction in the rate of
interest. (Vide Miss Margaret Digby—Indian Co-operative Review in July-
Sept. 1937).
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From the above examples of the experience of other co mtries it will be
seemsthat the demands suggested on the Bombay Government are reasonable
and not in any way excessive and the Bombay Goversment must be prepared‘
to meet these demands if it wishes to carry though the scgeme for agri-
cultural debtors’ relief to a successful result,

Governme.nt's assistance has also been envisaged in the speech of the
Hon’ble the Finance Minister by creating a more uniform and economical
organization for field work, Asa part of the scheme of tural deve’opment
and in order to ensure svstematic and speedv recovery of Co operative
Societies’ dues, it is proposed to provide the CQo.operative Departme:t with
its own recovery staff. A staff of 100 offiers of the grade of Aval-karkuns
with requisite office establishment will be employed and will be in charge
of liquidation, winding up and recovery work of Co-operative Societies (
Bombay Government Resolution of March 8, 1939), It is for this conference
to consider in what way assistance thus provided can be utilise;) for the re-
organization of the arrangement for supetvision, inspection and development
with a view to sec.1ing economy, co-ordination and unification of cg)“ttr.[-
This is one of the items on the agenda of the conference and the financing
instirutions may well consider to what extent they can delegate their own
functions of inspection, preparation of nor nal credit statements, examination
of credits etc. to the field staff of this calibre to be appoinied b\ ' tI. Govern
ment. [t 1is afso for consideration whether tne utilisacic;n ofy G]oe roveen.t
agency in this manner would en ble the financing agencies to retretlilxmtr}]]eir

own staff or to pass it over to the Goverament, and pass on the
of such economies to the agricultural horrowers

Finally, one cannot but admire the courage of the present Gov ent
in trying to tackle the problem of rural indebtedness no¢ ina ha ho, ergm n
but ina wholehearted manner. It isall the mote credi\a'\»‘lz a:;:z i;“az
rea'ised that tackling the problem of credit alone will not solve the probl :11
of rural indebtedness or of the poverty of the peasant. A Depa Fm te f
Rural PeveIOPment is tobe attacked on Al fronts - from the cﬁr;crt!i]sgs zf
co-opt?ratmn, agriculture, cottage industries and marketing, The financing
agencies 1 am sure, will be prepared to assist Government in the noble
w-rk which they have undertaken to the best of their cg acity. But th
vature of their structure and their business exposes thzm :, nd ev'elr(y
and requests them to ask for Government o certain risks

outlined above, [ wish al) suc
. cess to the Government in i
§ in its bol
?y;i:':;?;r \;zcsoni)t‘rutuon, and can only wish that the I‘Ion'gl:xplg.r:‘;‘::;
that the oubl awe 0 secure larger amounts of money for this purpose, and
buplic was more interested in these re.lly constructive fore;ig'hted

proposals. First time since mediav.l timee L
in India ~imed so high in the Spher; mes has any Provincial Government

vide

advaniage

assislance in a number of ways

which the Government’s rural deveof rural uplift. The broad outlook with

. ; la : .
be continued in all the details of its Pment progrimme is conceived should

\ , execution
difficulties that are bound to present t emselvessi(:l asso }t::l g:irct:n;(e”the many
sk,

e e
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Co-operative Insurance.

A radio talk by Prof. S. K. Yegnanarayana [yer.

The word ‘ Insurance® is another form of ‘ Ensurance’ and means
making sure something. 1t is now generally used {n the sense of making
sure of help in times of an emergency or against an unexpected danger,

In medieval times, Insurance had its origin in the case of ship-owners.
Some speculative people promised the ship-owners a certain sum in case the
ships did not return in safety. lIa course of time, the speculative element
has been practically removed and the whole scheme of Insurance is based
upon an absolutely safe and scientific basis; thanks to the progress of the
Science of Statistics and the careful study of the laws of probability. The
experts in the subject can now almost calculate to a nicety the amaunt of
risks in particular fields and Insurance Companies prowide against such a
tisk and hence run safe business.

Insurance can be effected against any risk anticipated. The usual
forms are : against fire, against accidents ; and against burglary. There are
instances of Film Actresses insuring their faces and dancers insurnig their legs
and so on, But the above mentioned are the usual forms of Insurance, The
most popular form of Insurance, of caurse, is provision in case of the bred
winner of a family being snatched away by the cruel hand of death. Death
so far as we human beings are concerned, is a cerrainty and hence some-
times, Life Insurance business is termed “ Assurance”.

The need for insuring the lives against death being recognised, there
is a definite social demand tor this kind of business and shrewd busiaess-men
have been first in the field to supply this demand. Capitalists joined to-
gether and floated a company, where in return for the premia collected, they
insute the life of persons and promise to pay at death or at the time of
maturity, specified amounts. Asa matter of fact, the premia collected are
more than what is absolutely necessary to cover the risk. The actuaria)
science tells us that within a particular group, say, a thousand, whose ages
range from 18 ta 55, only a probable number, not more than 25 would die in
a particular year ; but there is no scientific possibility of forecasting, which
25 out af this group will die and hence the lnsurance Companies explait this
uncertainty and try to get all the 1,000 people insure their lives with them,
with the result that they collect quite a large amount as premia and this is
invested in a ' Life Fund’, The income from the premia collected, and the
interest upon the accumulated ‘Life Fund’ enable these capitalist concerns
to declare high dividends, out of which, in recent times, no doubt, they pay
some bonus to policy-holders. But even after this payment, the gain to be
divided among the original share-holders i8 sa vast that some of the long-
standing companies have, by way of dividend, paid the original capital
many times over. And if anybody scrutinises stocks and shares as pullished
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in th
e newspapers, they can see for themselves that the Rs, 50 share for &

well- i i
v known c'om?agy is selling now nearly for Rs. 500, This is how, a0
rdinary Capitalistic Insurance Company is working

of Inizzécriscgsf‘*m;?;s want to exfem} our activities in this field

motive for p;oﬁt wh;r e.ordmary capitalistic concern is actuated by 2

to the e d €as with us co-operators, the main object is ¢ gervice
people . Profit there is; but it is not the main consideration.

were {:z;:;iii;’:sf:%ﬁcz-o;;efatl% movement was started in 1904 there
Sacieties Lightened the b :P aited the'poor borrowers and the Co-operative
just as there were sh urden of debt in the case of thousands of barrawers i
times Co-operatives So:)os » catering to the needs of consumers and in recent
reasonable price and of o dhave _been started which supply articles ata
transaction, is retumed foo quality, and whatever gain there is from this
Marketing éocietie st th? purchaser by way of rebate; and just now
KT oot adi Mi startea to enable producers to sell their own produce at
ment which & s : antageous to.them_selves; similarly the co- operativa move-

as been spreading itself in various directions and doing efficient

busi .
siness in all of them, has now taken up Insurance work ag well

Iha mamn feat res Of a CD*Obel at‘ve Insu' @Ice are in ‘he {“ St pla '
u

the Insur ety | .

hence s‘;tmi]sce S:)‘;llety Is registered under the Co-operative Societies’ Act and

exem ’tion fr - ‘Sed toall the benefits of a Co-operative Institution, viz.»
p om Stamp Fee, Government Supervision and Audit and 50 0OD-

Secondly, in the b

ye-laws themselves there ; isi

' S , e 15 i

fixed portion of even the first year's premium andp;o\:/ ision for setting apart &

of the renewal premium t
owards the ‘Life Fund' i i
. . . * af
conspicuous by its business, in most capitalistic ¢ A

l’;‘ixoi:dlie?i?eg ti:sn:xnczsis without reference to the co:tn zirn:{ocf::f, ta}:: S:::t.
e intentod 1o benet. tr;lempc:gsment of _Co-operation, this special division of it
come a few polices, each fo r man, 'Big ant.i capitalistic goncerns would well-
ng the benefits of ,I e t a sufficiently big surwr, whereas, we aim at spread-
from Rs. 100 10 Rs. 500 :ahcelt'cl: thei Doc?r man in the village and issue policies
to do and which, ac‘.cordi:g1 teoot:h‘;? no capitalistic concern is prepared
allowed to do. In the earlier days, :o faetwasACt, no capitalistic concern i%

the Govern : . Madras company is concernedy
ment nominated &8 Director; but in coutse of tin:e hen they
, W

felt that the affai
drew  their nomines o'fr}:hemczmpany were getting on very well, they with-
. e Madras concern ; ’ .
the com ) 15 purely a mutual that is
pany belongs tg the policy-holders It is true that ther:n:re some’

share-holders and they are
mostly co-operat; :

and the Provincial Bank and so op o the woncerns fike District Bauks
t

carlier stages o enable the lnsmanc:m(c:lothey subscribed share capital in the
. \ mpany to start w

never been keen on getting a high divideng in fact, th ork and they have

has taken powers to return the share cg » the Insurance Company

pital to these institutions, and

ery much higher portion
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when that process of returning is complete, the company will be a purely

mutual one. .
In these and various Ways, the Co-operative Insurance Company is

attempting to popularise the benefits <_>f I_nsurance among the.people at cheaper

rate, but with equal efficiency and it is hoped, that the masses of our land

would avail themselves of it.

I

A abstract of the radio talk “we are not alone’ on Co-operation
at the Trichy AR, by Mr. 0.A. Narayanaswami.

No ftman can afford to live alone in this wide world withont the help of
his brethern and even so, every human being owes a duty to his bretherens
Thisis the ideal embodied in the motto of “All for each and each for all”
for which the co-operative movement stands.

A co-operative gociety is not only a combination of the econgmically
weak and helpless, for the purpose of carrying on & common enterprise and
sharing the profits thereof commensurate to their contribution but also a
humanitarian mavewment intended to develop thrift, self-help and selfless
work for the common good. Though the movement in the present form
owes its inception to the Co-operative Societies Act of 1904, the aims and
ideals thereof have always been manifested in the Indian body politic from
time immemorial. The self-contained village community of ancient days
which was a model to the countries of the West and catered to the needs of
the villagers in all spheres of activity, was undoubtedly the best manifesta-
tion of the co-operative spirit. The impact of the Western influences during
the past one century and aover has to a great extent disintegrated the struc.
ture of ancient village life and the villager finds himself thrown into a vortex
of new economic conditions which he is ot able to grasp or understand,
Though the centralisation, resulting from administrative changes consequent
upon British administration, has been in some Y(‘ESpeCfS advantageous, yet
the villager at present is in a hopeless plight, sunk in poverty and ignorance,
weighted with a load of debt he could not he;.;r and is drifting helplessly
along., The only panace for almost all thsf ills that afflict the villager at
present is*undeniably the co-operative machinery with a network of organi.

sations all over the land

This is testified to by the Royal Commission on Agriculture who
observe in their report that “If co-operation fails the best hope of Rural
India fails”. It is through co-operative endeavour that many countries
of the West have been able to attain a considerable degree aof prosperity,
higher standard of living and better conditions of life, such as Great Britain
with its vast stores organisations, Denmark with its dairy societies and
Italy with the many forms of labour organisations. But in India the achieve.
ment since the inception of the movement, 35 years back, has not been as
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satisfactory as anticipated. The movement has just touched the fringe
and even then mostly on the credit side. The ‘accumulating overdues in
primary societies and the heavy surplus at the top indicate an unhealthy
state of affairs, But that at any rate to a limited extent the movement has
been beneficial cannot be denied. There is ample scope for further develop-
ment and the possibilities are immense. The future lines of development
will be in the direction of controlled credit, revival of cottage industriest
intensive agricultural development, marketing and effective methods of
propaganda. A planned programme is necessary for the purpose. The recen,
Debt Relief Legislation in our province has lessened the load of agricultural
debt to some extent. The Act, besides, has reduced the rate of interest. There
has no doubt been in the rural areas a considerable contraction of credit but
only of such credit as has hitherto boen available for unproductive extra-
vagant items of expenditure, at very high rates of interest. The result of
this Act will therefore be to direct rural credit along well-regulated channels
of co-operative credit.

Besides, the Madras Government have also, through measures of total
prohibition and other ameliorative steps, been trying to do their utmost to
secure better economic conditions in rural areas and improve the lot of the
villager. Measures on the anvil comprise relief of taxation in the direction
of shifting the burden thereof from the villages to the town. The Commit-
tee on Co-operation under the able guidance of Sir T, Vijayaragavachariar is
also considering the measures necessary for making the movement function
effectively. The revision of the Act is also under contemplation, The present
time is therefore most opportune for a reorientation of rural credit through
Co-operative Societies along lines already indicated with such safeguards for
supervision and control as would make them function satisfactorily. Thera
is therefore immediate need for very effective propaganda in the villages and
it would be a piece of national service, if some of our bright young men
sufficiently trained for the purpose are forthcoming to go into the villages,
fired with a missionary spirit and carry the message of co operation
tothem. If only this is achieved there is no denying that our countryside
will be full of prosperous village republics smiling in peace and plenty and
pave the way for the new India which Gandhiji dreams of and the *Bhg.
ratha Samudhayam" of which Subramaniya Bharathi sings.
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Reviews.

Report on the working of Prohibition in the Salem district by Mr. C.
]agannathachafis M.A., M.Litt., Special Research Scholar, Annamalai Univer-
sity, published by the Department of Economics, Annamalai University.

4

This may be read along with the report on the economic results of
Prohibition in the Salem district published by the Madras University Eco-
nomics Department. But this differs from the Madras publication in the
fact that the entire enquiry was conducted by one individual as against six
research students of the Madras University. There is therefore more of
the personal element in this report than in the Madras report.

After dealing with the physical features and the general economic condi-
tion of the Salem district, the author explains the main provisions of the
Prohibition Act and describes the machipery for enforcing it and shows how
the machinery is working, The most important portion of the book is sec-
tions 111 and 1V dealing with the economic condition of the people after the
introduction of Prohibition and the family and social life under Prohibition.
The author took up for study three typical taluks of the district, namely,
Krishnagiri, Tiruchengode, and Salem and carried on investigation in about
20 villages of these taluks. Taking a family as unit, he carried on investi-
gations on the following points, namely, members of the family, income,
property, expenditure, debt, the origin of the liquor habit, general health
after Prohibition and so on. His analysis of the insinuous way in which
drink habit steals into the daily routine of a man is very helpful. Afteran
exhaustive enquiry the author has come to the conclusion that Prohibition
has been helpful not only economically, but physically and morally, and in-
many other ways which cannot be easily enumerated and evaluated. The
actual histories of typical families belonging to different strata of society
given on pages 38 to 45 should convince even a sceptic that the author’s
statements are based upon irrefutable facts.

We are specially gratified to be told that weavers and landless lahourers
have been benefited by Prohibition. The best testimony in favour of Prohi-
bition is given on pages 77 to 79 inthe remarks of two women who gave
expression to their natural feelings in their own artless manner,

We are sorry to note that in the opinion of the author co-operation of
the non-officials in the district both in the matter of enforcing Prohibition
and in the matter of giving counter attraction to former addicts is some
what unsatisfactory. We hope the patriotic citizens of Salem would rise
equal to the occasion and acquit themselves well in this great struggle
which is being watched all the world over with great expectation. The
report is one more testimony, and that by an expert, of the beneficial effects of
Prohibition and we hope the Govermment will push on their policy and
enforce Prohibition in more and more districts in the years to come,

. S. K. Y.
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II

Bulletin No. 4 of the Reserve Bank of India Agricultural Department
(Co-operation in Panjawar, a village in the Una Tahsil of the Haoshiarpur
District, Punjab).

Bulletin No. 4 issued by the Agricultural Credit Department of the
Reserve Bank of India is as usual an interesting document worthy to be
studied carefully by all interested in co-operatiou and Agricultural Credit.
It is unlike their official bulletin on the working of Kodinar Banking Union.
The Reserve Bank seems to have circularised the Co-operative Depart-
ments of the various provinces to find out whether any other institution of
the same type be working and as a result they seem to have received many
replies and the bulletin under consideration is one dealing with an institution
that bas been working successfully in the Punjab. The responsibility for
the contents of the bulletin is not accepted by the Reserve Bank them-
selves; the author is the Assistant Registrar of Co-operative Societies,
Sialkot, the Punjab.

The bulletin is divided into two sections one dealing with the working
of what is known as Shamlat Society of the place which was a pioneer in the
field of co-operation even before the Co-operative Societies Act was passed. The
second part deals with an account of a co-operative society started after the
automatic winding of the first society after its 30 years of existence. The
co-operative society worked successfully and became a centre of useful
activity in the neighbourhood. It developed into a nucleus as the Kodinar
Banking Union has done and we are told that it has conferred many benefits
on the members of co-operative societies in the neighbourhood. The follow-
ing are some of them :—

(1) Throughout the field of operation of the Union improved seed is
being used.

(2) Lessons of self-help and muutual help have been preached and the
general body meetings have been of great educative value,

(3) Ceremonial expenditure has been considerably curtailed.

(4) Ideas of sanitation and hygiene have been popularised among
the people as a result of which the country side is much healthier
than in the past.

The Union is now looked upon as leader in all economic, social and
cultural activities in the neighbourhood and the peasantry all round are
happier and healthier and more contented than before.

It is possible if proper human material is available to develop such
centres in other parts of India as well.

S. K. Y.
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News and Notes.

The Government of Madras, it is understood, have sanctioned the
opening of nine co-operative land mortgage banks during the year 1939-40
and also for the employment of three Co-operative Sub-Registrars in connec-

tion with the work of the above banks.
. » .

Improvement of the breed of milch cattle in the province is engaging
the attention of the Bombay Government. A committee bas been constituted
with the Director of Agriculture as Chairman to formulate proposals for the
proper working of the scheme. The planitis learnt,is to establish five
centres in the province and wotk them on co-operative basis.

* * L
A definite attempt is made by the co operative movement of the West

to enlist the sympathies of the youths of the country. In order to achieve
this they hold classes and lectures to make children and adolescents get
acquainted with the ideals and economic purpose of the movement. The
youths of the land are induced to make small savings and to take interest in

the working of the co-operative movement during their leisure hours.
# * *

Sri P. K. Pattabhirama Sastri, District Educational Officer, Vellore, in-
augurated on the 22nd May a fortnight’s course in bee-keeping for the benefit
of 26 elementary school teachers in the Vellore range. Mr. M. S. Kotis-
waran, Headmaster of the Mahanth School, who was present on the occasion
expressed pleasure that the teachers now-a-days took interest in handicrafts

and cottage industries.
] * *

A scheme to establish an Agricultural School in order to give practical
training in dry, wet and garden cultivation, market gardening and poultry
farming, submitted by the Directer of Agriculture, has obtained the sanction
of the Mysore Government. As per the arrangements contemplated the
Vokkalinga hostel at Sommanahalli will be converted into an Agricultural
High School.

The Government Cottage Industries Institute, Delhi, which was started
in 1934-35, it is stated, has been able to solve unemployment to some extent,
It provides free training in spinning, weaving including tapes and durrees,
gota making, dry cleaning and washing and other allied trades in addition to
wood carving, clay modelling, etc. The demand for the Institute, which
comes mainly from urban population, it is reported, is heavy. The Govern-
ment of India have sanctioned a grant of Rs. 2,000 in 1934-35, Rs. 5,000 in
1935.36 and Rs. 6,000 in 1936-37, 1937-38, and 1938-39 each.

* . *

English papers are full of measures taken against any possible air raid
in England in case war breaks out. A.R.P.(as itis called) or Air Raid
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Precautions are being adopted by every department, School children are
expected to be taken to a safe place and the whole city of Iondon is getting
ready for quick evacuation in case of air raid,

Along with other employers of labour the C. W.S.
for a possible expenditure of £62,000 for A.R.P. measur
its 58,000 employees.

*

also has budgetted
es to be adopted for

*

Mr. R. Suryanarayana Rao, B.A., of the Servant:
of Madras, while speaking recently at the Annual Da
Chepauk branch of the T. U.C.S., Ltd, pointed out that g co-operative
society should satisfy all the legitimate needs of the members. He rightly
observed that unless co-operative societies took the place of sowcars and met
all the economic needs of the members the economic improvement of the
members could not be effected. The lecturer wished that the Purchase
Committee consisted tmainly of women as they were the fit persons to deter-
mine the quality of the articles. He then advocated for the closer co opera-
tion between T. U. C, S. and the Provincial Co-operative Marthing
Society.

of India Socjety,
¥ celebration of the

* *
L
The school leaving age of children in England has been recently raised
to 15. But exemption can be secured if it is brought to the notice of the

authorities that the children are engaged in * Beneficia Employment

We are glad to learn that the authorities of Co-operative Union have
advised their members to refrain from applying for exemption certificates
under this plea so that at least co-operative socisties will be no party for

reducing the period of compulsory study in schools by students
* * .
*

While performing the pleasant function of Ig
of the Tindivanam Co-operatiye Urban Bank, Lt
S. A. Venkataraman, 1.CS., Registrar of Co-operative Societies, Madras
observed that he wanted to lay the foundation stone of not only a ’ﬁne b de:
ing but of the co-operative movement itself, [t was his sincere ho l:h t
by laying the foundation stone the Bank should be prosperous Senf.)e b?
and useful to the public. He appealed to the members present' the l(t:ea be
honest and of good character as they go a long Way in the successf, ll'e o t :
of the movement. In conclusion, the Registrar suggested the for t.grov»;
Loan and Sale society also for extending the Bank’s activit] mation of &
the district. ities throughout

ying the foundation ctone
d., on 3rd May 1939, Mr.

* * N

* Drink more milk " is the slogan of Agricultur
a Western country. The Technical Commission of
of the League of Nations has investigated the problem of mj i
recommends about a pint for children from ages 1 to 2 and ab mllk. and it
children upto 14 years of age. They recommend milk o out 2 pints for
article of food for persons of all ages. A well-known Sa.nskrsita:ro::;%or::ﬁ:
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us that * Milk is an ideal food for Yogi, Bhogi and Rogi'. That is for the
spiritually inclined, for the sexually inclined and for the invalid.

* »

Speaking rec'ently at the Cultural Association of the Central Co-opera-
tive Institute on “ Psychology of Co-operation” Mr. M. S. Srinivasa Sarma
said that co-operation in India has not assumed various forms as in the case
of other countries. This he thought was due to the lack of co-operative
spirit or team spirit as it is often called, and the rule of self-centredness and
insincerity. The promoters of a co-operative institution very often only
sought to benefit themselves instead of the members at large. He opined
that the first principle of co operation was not the production of fine goods
but human beings. Further he observed that in the process of self-purification,
which made them regard one another as brothers, lay the secret of the co-

operative movement and the secret of national welfare.
* * *

Hon'ble Mr. V. Ramadas Pantulu recently spoke at the Cultural Associ-
ation, Mylapore, on ‘ Reserve Bank and Co-operation’. In doing so he
stated that none of the conditions that the people would want in an Indian
Central Bank was fulfilled by the Reserve Bank as now constituted. While
he agreed with the Reserve Bank in the enlargements of the functions of the
village societies he also wanted to enlarge the area of operations of the
village societies so that a group of villages might be covered by a single
society. He observed that the multi-purpose societies sugeested by the
Reserve Bank should function on a wider basis. When societies were thus
formed on an enlarged basis they could not work on unlimited liability system.
On this aspect of the question, Mr. Pantulu thought, that the pamphlets of

the Reserve Bank failed to give a lead.
* * *

Th= co-operative milk trade of England during the year 1938 showsy
satisfactory progress. As liquid milk they sold 177,643,004 gallons and milk
for manufacture was sold to the extent of 13,707,058 gallons, making up the
total of 191,350,062 gallons. The national figures supplied by the Milk
Marketing Board for England and Wales give the total milk sales for the
country to be 1,063,333,513 gallons. It would thus be seen that co-operative
milk trade handled nearly 18 per cent. of the total milk trade of England. If
we remember that an ordinary kerosine tin contains 4 gallons, the co-
operatives of England handied 48 lakbs of tins of milk during the last year.

3 * *

The Ninth West Godavari District Co-operative Conference was held at
Relangi, 5 miles from Tanuku, when Sir T. Vijayaraghavachariar had the
pleasure of declaring it open. While doing so he stated that co operation
was based on the old adage viz. “Union is Strength and commended to the
gathering the observation of Sgr. Mussolini *“ Sink your differences and follow
the leader.” Unfurling the co-operative flag Hon'ble Mr. V. Ramadas
Pantulu observed that that flag was the emblem of peace and the symbol of
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international unity. Mr. Pantulu further urged for the abolition of regictra-
tion fees for co-operative societies and stated that the Limitation and Insol-
vency Acts should be so modified as to guard the interests of the co-operative
movement. The conference was presided over by Mr. P. S. Kumaraswami

Raja whose speech is published elsewhere in this number.
* *

*
Mrs. Chadwick addressing an andience of co-operative ladies spoke as
follows :—

“We have tao many boatds of management which ate parochial in out-
look. They carry on in their own way,
mating their forces. I think we al] realise the day of the one-man business
is dying out. The combines and multiple firms are continually buying out
their smaller competitors. The bulk of the trade of this country is done by

multiple firms and the C. W, S.—but we don’t show up in a favourable
light; and we should amalgamate our forces.”
] *

while our opponents are amalga-

L]

A press communique giving an account of rural reconstruction work
during the quarter ending 31st December 1938, issued by the Ministry of
Public Information, Madras, says :

“ Since the issue of lagt review, subsidies to the extent of Rs. 8,037
have been sanctioned to four Co-operative Loan and Sale Societies in the
districts of Cuddapah, West Godavari, Madura and Ramnad for the construc-
tion of godowns estimated to cost Rs. 32,475. Loans amounting to Rs. 21 ,400
have also been sanctioned to the first three societies. The construction of

godowns in other districts for which subsidies have been sanctioned is making
quick progress.”

The Communique also adds * that the Government of India grant was
made available for the formation and encouragement of co-operative societies
for consolidation of holdings only in August last, Proposals for the employment

of special staff for the formation and supervision of such societies are under
consideration.”

It is further stated that industrial museums have b

2en started in North
Arcot, Tinnevelly, Guntru,

Cuddapah and S. Kanara districts in order to
popularise cottage industries and steps have been taken for the formation of
similar museums in some other seven districts,
industries are proposed to be promoted through th
societies spread over the district,

In Salem district cottage
e agency of co-operative
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Government Orderr
INVESTMENT OF LOCAL BOARDS’ FUNDS.

irecti hat all municipal
assed orders directing t
Government have p . i ke or
. ’1?he d district boards, which had current accounts viv1.th lb:«). s o
councils 'an ocieties, other than current accounts of municipa cou e
L
co-operatlved:as Provincial Co-operative Bank, should close_their accou '
with the 12 the balance to their accounts with the Government treasury
and transter June 30 this year and that they should.not szke. furt}fler pa;'-
no latel: t1;ha?he accounts with banks and co-operative societies after the
ments 1nto
i his order. . .
receipt o ! ourse of their order, the Government state that in connectu;n
D
o i :mination of the financial arrangements consequent on }t,s
?vnth the‘ez of provincial autonomy His Excellency the Govef'n.or t;e
maugumttlxo conclusion that in view of the present changed conqltxor;s e
co'mt? to! 2ers required revision. The order stated that these bodies shou
e 0‘;‘ their ordinary transactions with the nearest Government tl:e;.-
conduct aub treasury. Special permission should be sought by gny bo i
e ' n
su;y hor nsidered it absolutely necessary to keep a current account in a ba
ich co '
'w addition to its account with the nearest treasury. o o
" The Government order also lays down tules regarding investment o
e
i follows;
eys. They provide as o '
o istri d or municipal council might invest the whole or any
" A district boar O:j i the provident fund, railway cess, water
i armarked funds, viz,, .
portion .0 f ee fund and endowment funds as below. No o.ther funds s.hzu]dt
and d'rzlinrigwn from a local body’s treasury account for mvestmentldth to;
i e
be ™ cial sanction of His Excellency the Governor, which would no
e . .
t}_le :Punless there were special and exceptional reasons for it, o
Bive i f securities or deposits specifie
d be in the form of s
Investments shoul
bele® ;'_ Madras Government securities and securities guaranteed by the
2 13 .
d l.(:ﬁ:;vemment as to payment of interest and repayment of principal.
adras
. Non-terminable loans of the Central Government,

++  Fixed deposits for periods upto three ?'ears in the Madras Provin.
" tive Bank and Central Co-operative Banks approved by the
cial Fo-ope;aclo.o‘perative Societies for the purpose; and
Reglsfrar OP st Office Savings Bank deposits (only in the case of provident
wi ncezalikely to be required for carly disbursement).
fand béa the Governor considers thatlocal bodies’ investments
. His Excglle.nc'};em (1) except when there are special reasons for consi-
should l:;:?t iv::ﬂld be more advantageous to invest in one of the other
dering ‘

"
permissible forms.

il

———
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Circulars.

OFFICE OF THE
R. No.4034/39-B, REGISTRAR OF CO-OPERATIVE SOCIETIES,

Madras, dated 25 May 1939,
S. A, VENKATARAMAN, Esg., 1.C.8.,
Registray,
CIRCULAR
Sub: ~Bylaws—Credit Societies—Madel bylaw No. 36

to courts—Expulsion of members for—a
bylaws.

—~Driving the society
mendments to model

According to bylaw 36 of the madel bylaws of credit
at present, “a member who drives the society to court to
due from him shall, for that reason, ve expelled from me
instances have been brought to the notice of the Registr
revision of this bylaw. 1In one case a defaulter againgt whom execution
proceedings had been instituted claimed to continue as a member because he
paid the amount due as soon as execution petition was filed. In another
case (an unlimited liability society) a past membe:‘r disowned liability for the
debts of the society on the ground that the words “‘shall
expelled”’ cast an obligation on the society to removej him
as soon as he drove it to court, The Registrar considers it necessary, therg-
fore, to make the bylaw quile clear on the point, .and also to distinguish
between limited and unlimited liability societies in this respect, It is
necessary to vest discretion in ualimited liability societjes to exercise the
power of expulsion so that members may not be removed from membership
to circumvent unlimited liability. In the case ot limited liability societies,
however, the membership may be made to cease automatically, Tq serve
this end, the Registrar suggests that the bylaws given below may be adopted
in the place of bylaw No. 36 now in vogue in all societies,

societies in vogue
recover the maney
mbership.” Some
ar, which call for g

for that teason, be
from membership

Revised bylaw 36 of unlimited liability Societies,

“36. If a member deceives the society in any way,
conduct is such as to render his removal necessary
of the society or if a member who being the principal debtor
to the necessity of recovering his dues by way of execy
open to the general body to expel such member,
shall be paid all moneys due to him from the society
from any money due from him to the society and
provided in bylaw 3, for the debts due by the societ
date of his expulsion, for a period of two vears after

or if hig genera]
in the interests
drives the society
tion, it ghaj) be
An expelleg member
after deducting there.-
he shell be liable, ag
Y as they stood on the
such expulsion, *
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CIRCULAR

jabili 1 eties.
imited liability credit socie
) law 36 of lims . ies.
Revised % deceives the society in any way, or. if his general
*36 1f a member dec ssary in the interests of the
y to render his removal nece of th
conduct is such 829 to the general body to expel 5\.1ch member,
e principal debtor, drives the society to the ne-
oo his dues by way of execution, shall ipso fac}t‘o cezse;
cessity of recover 16 A,S member who has ceased to be as dsuct ur:] ifn
. . ]
to be 2 membertwo provisions shall be paid all monedys f::;n (o bim
o e th?s: after deducs ne e g a"g' ‘l“"“;y fol:ethe debts due
from the soc'eth liable as provided in bylaw 3, : |
! d he shall be ¢ f sation of his membership,
the socety 2 od on the date of ces
ety as they sto

. . :
society, it sha :
member, who being the

by the soci ‘rom such date.”’
: eats from
for a period of two y (By order)
G. CHANDRASEKHARAN,
Manager,
Ae——
THE CO-OPERATORS’ BOOK DEPOT
9. Bakehouse Lane, Fort, Bombay.
L;\TEST BOOKS ON CO-OPERATION ‘o
i . i1

i 1 Co-operation 1939 v .
1 Year Bookooff &gglzg‘i‘;:;‘;; of Agricultural Co-operative Cre(%}f 2 80
" e Ty, MM 150
3 Co-operat,iog Klt %‘g;:;and Abroad__.(volli I.)FFay B 5o
4 Co.opera:;gn At Home and Abroad (Xf’];t ) Fay . § 60
S Uo_oPGr{_Cradle of Co-operation—~Ellio —by Carr “Saunders. 11 ¢ 0
6 England Co-operation in Great Britain—by o 714 0
? Consun:-ir—s»'l‘h-e Co-operative Way—Childs ) ” » 3700
3 gg?gzration in S;‘veed?:;g;?;?s.Karl Walters . é ig 8

i i n (1)
10 Co-?{) el('?cf.lggegt?ona i%x Fascist Ili:a.IY"CO“"a "’ 2100
I égrop}’mtion in U. 5. 3 R---Pa"ll Poi'i;:y———... 3120
12 G eration and the New Agril. ooy - 312 0
13 Co-operative Ideals and Eroblems—- m . 380
4 Co-op rative Life and business—Bunn nd;Durell 380
15 Do-oe tion—Its Essence and Backg_rot; 1 . ) 4 60
16 CO-O];O:;‘?nancB and Go_opor.atlon—strlck an : ) 9 8 0
17 Burs rative Audit—Balkrishpa Ayyar oY . 2 00
ig gg-gggrative Balance Shfgts—-Audmaraya 1 40
- . king ~—Barou s . ; is0
20 Co-0pe§{at;::f: rIl‘Iovel on Co-operation —Ho%'ntger Sinolare. 510
21 Brave i'on- a Novel of Living Together—Up .‘m) T 09
2'2 go;gll)le;‘tu{rov.v——hnkins (a Novel on Co-operatlon ::: 2 00
gi le.-ba.n Banks—Bhagwat ni 510 0
95 Agricultural Creﬁ!i‘%l;;:szolé o 1 4 8
26 Asré;-,:}::l;\ f’;iiéulwml. Credit in Iniia—_—-Ghosh - i 8 ¢

% X;icultural Marketing in India—Mukerjes -

747



THE MADRAS JOURNAL OF CO-NPERATION

Serial No. Name of Sooieties,

62 The Pedalanka Sri Nageswaraswamy Co-opera-
tive Society

63 The Lingala Co-operative Society

64 The Guntur Fishermen Co-operative Societ.).l.
Ltd. ’

65 The Hindu College and High School St;;i.T
Co-operative Society, Ltd.

66 The Chinnapulivarru Sri Thummalamn.]';;
Co-operative Credit Society

67 The Chintadripet High School Students’
Co-operative Stores, Ltd,

68 The Thevayur Co-operative Credit Society

69 The Sendurai Co-operative Credit Society

70 The Murungai Co-operative Credit Society ..

71 The Srinivasanallur Co-operative

72
73

74

75
76

Credit
Society

The Thalugai Co-operative Credit Society

The Arkonam Co-operative Iand Mortgag'e.:
Bank, Ltd.

The Mudaliarpatti Mat Weavers’ Co-operati;:e.z
Sale Society

The Tiddimi Co-operative Society

The Vanur Co-operative Stores, I,td.

e

District.
Krishna,

Guntur.

12

Madras.

Trichinopoly.

N. Arcot Dt.
Tinnevelly.

Vizagapatatie
South Arcot.

SECOND EDITION.

m—

The Madras Co-operative Socjeties

Act VI of 1932

Amendments slips to the Rules brought up to

December 1938 are now ready

Persons requiring them will kindly send

6 pies stamps to cover postage.

Apply to:—

The Honorary Joint Secretary,

The Madras Proyincial Co-operative Union,

Royapettah, Madras.

750

8. No.

[N-T

N oW

10

11
12
13
14
15

16

17

18
19
20
21

LIST OF SOCIETIES REGISTERED AND CANCELLED

List of Societies Cancelled in May 1939.

Name of Society.

The Moolakothalam C.S.

The Arkonam Co-operative Loan
and Sale Society

The Kavalkurichi C.S.
The Calicut Cottage Industries C.S.
The Mithakondala C.S.

The Sree Radhakrishna Co-opera-
tive Better Living Society, Ltd.

The Sree Vema Ranga Co-operative
Better Living Society, Ltd. ...

The Govada C.S.

The Kiladri C.S.

The Sree Anjenaya Co-operative
Better Living Society, Ltd. ...

The P. Kosavapatti C.S.
The Perambra C.S.
The Sangauneri C.S.

The Karaimedu F.L.C.S.

The Sree Krishna Co-operative
Better Living Society, Ltd. ...

The Sree Lakshmi Co-operative
Better Living Society, Ltd.

The Sree Venugopala Co-operative
Better Living Society, Ltd. ...

The Nathakulam C.S.
The Lam Adi-Andhra C.S.
The Ajjavar Grain Bank, ILtd. ...
The Vishamangalam C.S.

751

District.

Madras

North Arcot
Tinnevelly
Malabar
Kurnool

Vizagapatam

2

”

Ramnad

Vizagapatam
Madura
Malabar
Tinnevelly
Tanjore

Vizagapatam

kR

Ramuad
Guntur

Date
of cancellation.

ee  5-5-39

6-5-39
6-5-39
6-5-39
6-5-39

6-5-39

8-5-39
8-5-39
.o 13-5-39

oo 13-5-39
.ee 17-5-39
. 18-5-39
oo 18-5-39

. 24-5-39

s 24-5-39
eee 24-5-39
. 24-5-39

.o 24-5-39
-« 27-5-39

South Kanara ... 27-5-39

North Arcot

. 31-5-39
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The Madras Provincial Co-operative
Marketing Society, Limited.

582, Pycrofts Road, Triplicane, Madras.

(Registered Under Madras Act VI of 1932.)
_ (PHONE No. 8175.).

Head Office 582, Pycrofts Road, Triplicane, Madras.
Fruit Branch ... 38, Bunder Street, G.T., Madras.
Potato Branch ...  2/24, Malayaperumal Street, G.T., Madras.

President ; SRIT. A, RAMALINGA CHETTIAR, B.A., B.L., M.L.C.

The following are the main objects of the society :—

(a) to arrange for the sale of produce of the affiliated societies and
other members to the best advantage; (b) to act as agent of members for
the disposal of their produce; (c) to co-ordinate the activities of the
various non-credit societies by getting them into touch with the market,
places of production and the prices prevailing in the presideney; (d) to
serve as an information bureau of raw products and articles available in
the presidency or elsewhere ;

Commodities now available in the Head Office :--582
Pycrofts Road, Triplicane.

Hand-pounded raw rice, Milled raw rice, Boiled rice
(milled), Rasipuram ghee, Butter, Honey, Tooth powder,
Palmyrah jaggery, and graded eggs supplied by the
Chinnagajam Eggs Marketing Society.

Commodities now available in the Fruit Depot :— 38
Bunder Street

Kodur Sathugudi Oranges, Grapes, Sapotas and Limes,

The need for a central society to find suitable market for the surplus
produce of the loan and sale societies and that of the agriculturists was
keenly felt and the Marketing Society was started in 1936.

The middlemen at the source and the places of production are
eliminated and thus enable us to sell the goods at a moderate price.
Producers are benefitted considerably. Accounts are settled as soon as 3
consigment is sold. The loan and sale societies in the province may
get themselves admitted as members and send their goods for sale to the
marketing society and desire the benefit.

We appeal to the co-operative stores working in the province to
purchase the articles available with the maketing society.

Prompt attention will be paid,

L.,
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Encourage Swadeshi. Buy Indian,

Magic Lantern and Slides.
PREPARED BY THE
Madras Provincial Co.operative Union,
ROYAPETTAH, MADRAS.

Magic Lantern. This is a swadeshi article Very suitable far.

Village Propaganda and quite cheap, It ;

- a Baby Petromax light, \ghich, unliie Carbiggvl?ggfdcg
be used for other purposes as well. The mechanism or;
the Lantern is very simple, running cost is very little
less than one anna per lecture. Highly spoken of by
the Inspector of Local Boards and recommended by
the Director of Public Health. Widely used b th
Health Department, Harijan Sevak Sanghs and }:)thei

organisations for propaganda.
Price of the Lantern Rs. 40 only,
»» Petromax Light Rs,|6-4,

SLIDES.

I. The Evils of Drink and Benefits of Ca. .
This set of 33 shides depicts a very interesting S:dop:é;%hionn.

story of village life. Price Uncoloyred Ry, 33

‘ ) »  Coloured Rs, 41-4,
II. Thrift and Co-operation. An urbanstory. It shows

how an educated man in Madras got into trouble ows /
thriftless ways and how he was saved by g %“é‘_ﬁgéﬁai}éi
40 slides, Price Uncoloured Ry, 40,

" Coloured Rs, 5 .
III. Rural Reconstructionin Alamuru, These slidessiuuos.

trate the activities of the Rural Reconstruction ¢
Alamuru and the various benefits conferred op t?xg ;:él t{ e§ X
Co-operative Societies and Village Panchayats, Educativ% eang

Inspiring. 62 slides. Price Uncofoyred Rs. 62.

v Coloured Ry, 77.
IV. Prohibition and Co-operation in Salem ;)izz'icat‘

Educative and Interesting. 4o slides,

Price Uncoloured Rs. 40,

. n Cclour d R
V. Ramayana. Thirty-six selected slides on ethe ,; rgg{

epic s’cory. Price Rs. 45,

Apply to :—THE HON. JOINT SECRETARY,
The Madras Provincial Co-operative Union,

Royapettah, Madras,

SUPPLEMENTS,

Reserve Bank of India,
Agricultural Credit Department, Bombay,

Reference No. ACD. 590/70+38.
To
All Provincial Co-operative Banks and Central
Land Mortgage Banks.

DRAR Sims,

Procedure to be followed by Co.operative Banks for
obtaining financial accommodation from the Reserve Bank.

With a view to implementing the proposals contained in paras 37
and 38 of our Statutory Report to the Central Government under section
55 (1) of the Reserve Bank of India Act, 1934, we are issuing herewith
the first of a series of circular letters laying down the procedure to be
followed and the conditions to be fulfilled by Co-operative Banks desirous
of obtaining financial accommodation from the Reserve Bauk. The Bank
reserves the right of changing the conditions from time to time, and may
also call for additional information ot impose such other conditions as it
may consider necessary before granting advances or rediscounts. For
instance in the case of crop loans the Reserve Bank will have to watch
carefully the risk of excessive finuancing of any one crop either generally
or in any area, We shall be pleased to furnish you, if required, with
further information in explanation of any details of the procedure.

2. At present the various Provincial Co-operative Banks follow
different methods of drawing up their balance sheets, As we consider it
desirable that the balance sheets of Co-operative Banks should be pre-
pared, as far as possible, on uniform lines, we attach herewith a form
which in our opinion is sufficiently comprehensive for all practical
requirements. We shall be glad to have your comments on it or any
other suggestions you may have to make for its improvement. After a
consideration of the replies received from the Co-operative Banks we
propose to suggest the adoption of a standard form if general agreement
is obtained. We propose that the form should be adopted by the
Co-operative Central Banks also,

»
Yours faithfully,
MANILAL B. NANAVATY],

Deputy Governor,
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Procedure to be followed by Co-operative Banks for obtaining

Agricultural Credit Department,

through the Registrar of Co-operati
be accompanied by copies of their a
accounts and annual reports for the
their bye-laws. If it is desired to redi

Reserve Bank of India, Bombay,

ve .Societies. The application should
udited balance sheets, profit and loss

may be necessary the Reserve Bank wi
eligible banks, which wilj be revis

3. In deciding the questio
Bank will not be guided merely b
ing to the audit byt will consi
generally on sound bauking lig
to the following matrers,

ed from time to time,

1 of admissioy to the list, the Reserve
y the classification of the Bank accord-
der whether itg business is carried on
es and will ig Particular pay attention

(i) The maintenan
ce of an adequ
. R ate reserve an ;
nvested in liquid securities, d fluid resources

ii) A stri i
(ii) Tict separation of short term loang Tepayable within a

year and long lerm loan :
S, t
former not being unduly hi’ghhe proportion of the latter to the

(iii) The proportion of overdyes
the provision for them,
(iv) A busines-like disttibutioy 0
short term loang and long
(v) The rate of interest paid op
(vi) The dividends distributed,

4. Provincial Co-operative Bank
have to agree to the following ;-

() Maintenance of 4 o
X ash balance ;i
which shall not, at the cl ¢ With the Bank, the amount of

than 2§ per cent, of the de::nsf_b;jl:ﬂess On any day, be less
. g 1abilities and

time liabilities of sycp bank in Ingj, as sh per cent. of t-he

returns to be filed for the own in the special

Purpose,
Where th
. e headquarters of 4 Provincial Qo.q .
of a ILand Mortgage Bank are 1ot sit Perative BAIk or that

Bank has its branches in the bap; uated at the place where the Reserve
anking department free remittance transfer

facilities will be provided for ty i
¢ maintenance of th;
S account,

and bad debts to total loans and

f the assets in cash, investments,
term advances,

deposits,

S admitted g approved banks will
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(The question of other remittance facilities to the co-operative
movement is being separately counsidered).
(ii) Preparation and submission of the balance sheet and annual
report on the lines laid down by the Reserve Bank.
(iii) Submission to the Reserve Bank of the Audit Note.

(iv) Submission of periodical statements prescribed by the Reserve
Bank.

(v) Agreement to allow inspection of the Bank by officers of the
Reserve Bank from time to time.

5. After a Provincial Co-operative Bank is informed of its inclusion
in the approved list, if it desires any financial accommodation for the
forthcoming season it should make an application through the Registrar
to the Officer-in-charge, Agricultural Credit Department, specifying its
requirements under the various clauses of Sec. 17 of the Act. The Reserve
Bank will fix the credit lines for each bank at its discretion after con-
sidering the position as a whole, The Bank will be informed of the
lines fixed and should apply to the Manager of the Reserve Bank office
in its area when it requires actual accommodation. Fresh credit lines
will be fixed every year and for this purpose the Provincial Bank should
send its application at the beginning of every financial year through the
Registrar and the Manager of the local office of the Reserve Bank to the
Officer-in-Charge of the Agricultural Credit Department,

6. Financial accommodation will be available under the following
heads:—

(i) Loans or advances against Government securities for periods
not exceeding ninety days to Provincial Co-operative Banks
and through them to Co-operative Central Banks—Sec. 17(4)(a),
This accommodation will be available at any time subject
to the limits and matgins which may be laid down by the
Reserve Bank.

(ii) The Bank would be glad to discount Treasury Bills at rates
which can be ascertained from the Managers of the offices of
the Bank,

(iii) Similar loans and advances to Provincial Co-operative Banks
and through them to Co-operative Central Banks against ap-
proved debentures of recognised Land Mortgage Banks,
which are declared trustee securities, if the bank considers
that the debentures are readily marketable,

(iv) Loans and advances for periods not exceeding ninety days
to Provincial Co-operative Banks against promissory notes of
approved Co-operative Marketing or Warehouse Societies
endorsed by Provincial Co-operative Banks and drawn for the
marketing of crops—Sec. 17(4) (c); or rediscount of such pro-
missory notes maturing within nine months—Sec, 17(2)(b),
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or loans and advances for periods not exceeding 90 days
on the promissory mnotes of Provincial Co-operative Baupks
secured by warehouse warrants isstied by corporations inde-

drafts granted by the Provincial Co-

Operative Bank to approved
marketing or warehouse societies

~—Sec, 17 {4) (q).
(v) Besides making advances in the manner stated above the Bank
will also un ocecasions he prepared to make advances to Pro-

drawn for financing seasonal ag

ricultyral Operations or the
marketing of crops—Sec, 17 {4) (

c}; or rediscount of sych pro-
tine months—Sec, 17 ‘2) {b).

primary societies financed by it,
with a view to ascertaining how
made by the Central Banks tqo the

or otherwise. For these loans the Bank would obviously

have to confine itself to the paper of first class Central
Banks run ot sound banking methods.

This inquiry will pe made
far the Jpans and advances
Primary societies are liquid

7. Tt will be seen that under the Act the Reserve Bank can deal only
with those promissory notes or bills which are draws for the purpose of
financing seasonal agricultural operations or the tmarketing of crops and
which have a fixed maturity, It wiy therefore pe Recessary for the
Central Co-operative Banks to sepatate their loans wade to sqcieties for
other purposes from those made for financitg seasona agricultural ope-
rations and the marketing of crops. The Provincial Bank when it offers
promissory notes or bills of Central Bapis for rediscount or advapces
will have to satisfy itself and certify that the

tseli & amounts have beep advapced
for the purpose specified in the Reserve Bank At

8. In all cases of loans, advances or rediscounting the Provincial
Bank will be respousible for payment to the Reserve Bank on the due
date and the amount will be recovered by the Reserve Bank by debiting

the account of the Provineial Co-operative Banks, The Reserve Bank

will tarn over the bills to the dise 5K on the due date and

ounting ba
it will be the duty of such bank to eftect collection,

claim ﬁaYment from the
-makers on due date.

5

9 As regards Land Mortgage Banks, the Reserve Bank will deal
with approved Central Land Mortgage Banks which are declared to be
Provincial Co-operative Banks under the Act on the following lines:

(i) It wil} when necessary help them in the flotation of debentures
by advising them about the rate of interest, suitable time for
issuing them and so on. {There is no provision in the Act
under which the Reserve Bank can itself undertake the flota-
tion of such debentures).

(ii) In emergency, the grant of loans upto ninety
advances against approved debentures to Central Land Mort-
gage Banks and to Primary Land Mortgage Banks coming
through them. Only debentures which have already been
issued and which are trustee securities and whose ready
marketability is proved will be acceptable under this clause,

(iii) Grant of loans and advances up to ninety days against
Government paper to Central Lapd Mortgage Banks and
Primary Land Mortgage Banks coming through them,

days and



Reserve Bank of India,
Agricuitural Credit Department, Bombay.

Ref: No. ACD/[-528/77-39. 12th June 1939.

To
All Provincial & Central Co.operative Banks,

DraAr Sixs,

Re.organization of the Co-operative Movement
on banking lines.

In paragraph 38 of our Statutory Report under Section 55 (1) of the
Reserve Bank Act we stated that we would issue from time to time
circular letters indicating what in our opinion were the criteria of sound
banking which would justify our making advances to co-operative hanks
and ajso laying down the procedure for obtaining loans and advances
from us when these conditions were fulfilled. Accordingly the first
circular letter was issued on the 141k May 1938 setting out the procedure
to be followed by co-operative bauks for obtaining financial accommoda-
tion from the Reserve Bank. In this circular which is the seconad of its
series an attempt has been made to clarify some of the issues vaised in
the replies to our first circular and to indicate the manuver in which co-
operative banks might organize their business on banking lipes,

2. The general need for the re-organization of the co-operative
movement on banking lines has already been emphasized by us in para-
graphs 21 and 24 of our Statntory Report. As pointed out there it ig only
in so far as co-operative banks follow sound business methods that they
wiif be of real and permanent value to the agriculturist, We recogise
that the particular circumstances of a bank and the environment in
which it operates have to be taken into account. Nevertheless we beliave
that general principles are of value inasmuch as they have stood the test
of experience and we feel certain that their observance with suitable
modification will greatly contribute to the Progress of the co-operative
movement.

3. It is sometimes alleged that the principles of Co-operative bauking
are fundamentally different from those of commercial banking, ‘This is
incorrect. In all essential respects the nature of the business of co-ope-
rative banks is the same as that of commercial banks, Both types of
jnstitutions accept deposits and are therefore responsible for investing
their funds in such a way as to safegnard the interest of their depositors,
The same consideratious of safety and liguidity in the employment of
funds are essential for the stability of hath. The principal difference is
that whereas commercial banks lend to trade and industry, co-operative

7 ’

societies make advances mainly to agriculturists, The fact that the
agricultural cycle is longer than the commercial and that the co-operative
banks are not primarily concerned with making profits for their share-
holders does not make any essential difference in the fundamental princi-
ples which both types of institutions have to observe as banking con-
‘cerns. As a matter of fact, the type of business the co-operative banks
are called upon to undertake makes it all the more necessary for them to
observe strict business principles,

4. In particular it is desirable that co-operative banks should dis-
tribute their assets in the same manner as commercial banks. In this
connection we might describe the practices followed by commercial
banks in Great Britain and in India in the employment of their funds,
Commercial banks have to maintain their assets in such a form that a
large portion can always be readily realizable in case of necessity., For
this purpose they keep the greater portion of their funds in the form of
cash and other liquid assets such as balances with other banks, call
money, bills and gilt-edged securities. In Great Britain joint stock
banks generally keep an amount equal to about 10 per cent. of their
deposits in the form of cash on hand and balances with the Bank of
England. In India the cash holdings of the banks show large seasonal
variations but as at 3lst December 1987 the percentage of cash and
balances with banks to deposits of the Indian scheduled banks was
about 13 per cent. Apart from cash, the British banks invest about 5 to
6 per cent. of their deposits in call loans, about 15 per cent. in bills
(including treasury bills) and 30 per cent. in gilt-edged securities. The
liquid assets of the British banks thus approximate to 60 per cent, of the
deposit liabilities, the remainder being invested in loans and advances
which are usuaily made for periods not exceeding 6 months, In the
absence of well-developed call loan and bill markets in India the main
classes of liquid assets of joint stock banks in this country are cash,
balances with other banks and government or trustee securitjes, The
table below shows the distribution of assets of the Indjan scheduled
banks and of the British joint stock banks expressed as bercentages to

deposits.

Scheduled Banks British Joint Stock

(excluding Exchange Banks) Banks.
(Percentage to total deposits)

31st December 1937. 31st December 1937,

Cash and Balances with Banks 13 10
Call money— Not shown separately— 5106

Bills 6 15
Investments 69 60
Advances 40 40

It must be observed however that in the case of Indian joint stock
banks cash in the above table includes balances with banks other than
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the Reserve Bank whereas in the case of British joi
/ ' joint stock b
balances with banks besides the Bank of England are not included ks

5. In considering how far the ratios obtaining among the British

joint stock banks should be followed by co-operative banks, due regard

must be paid to the structure of the co-operative movement and the

peculiar features of the Indian money market, In the first place certai
types of liquid investments like call money and bills, which are po ?m
with the British banks, form a comparatively small portion pofp ut:r
assets of even the larger commercial banks in India so that the
possibility of the co-operative banks acquiring such assets in :
considerable quantity is remote. The chief form of liquid any
open to the co-operative banks, is, therefore, cash, ba}ancesass‘em
other banks and investments in gilt-edged securities. Secondi v;"lth
the commercial banks the greater portion of the liabilities ofy'tllxm oy
operative banks generally comprise fixed deposits so that it ie o
necessary for the latter to keep as large cash reserves ag for the fos .
However, apart from cash, the need for other liquid investments lik rm’?r'
edged securities appears to be greater in the case of the co-operative Zglkt‘
inasmuch as their advances ar.d loans are for longer periods than th Y
the commercial banks and their income depending ag it d ose of
agricultural conditions is more likely to vary widely from year tOes on
Having regard to all these factors it appears desirable that pr O_yef‘r,
and central co operative banks should advance loans up to abou(:vmcml
to 55 per cent, of their deposits and invest the Tremaining assets inm o
and gilt-edged securities. Cash and balances with banks ma fcaSh
about 10 per cent. of the deposits. Atleast 30 to 40 per cent o
deposits should be invésted in government securities, )
may be expressed in a tabular form as follows <

of the
The above ratios

Percentage to deposi
. S1ts.
Cash, cheques in the course of posits

collection and balances with

other banks 10
Investments in Govt. securities

and treasury bills ... 30 to 40

Loans and advances 50 to 55

These ratios are explained in more detail below,

6. Cash. The proportion of cash to deposits to be majnta;

by a bank depends upon several factors such as the ratig of it:‘;‘:amed
deposits to time deposits and the liquidity of the other assets held :ax‘:d
In England the joint stock banks have found the ratio of 1 y it.
sufficient for all practical purposes because of thei s

and also because banking in that country is condu;tec:;h;; ll;qru: ass.ets
However, besides this 10 per cent. held in the from of cash apg lfa]a:mts .
the Bank of England, the British banks maintain about 5 per cencte "
their deposits in the form of balances with other banks, .

0 per cent,

of
and cheques in
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the course of collection. As most of the deposits of the co-operative
societies are for fixed term, we have recommended a slightly lower cash
ratio for them. At the same time we have recommended a slightly higher
ratio for holdings of gilt-edged investments because the advances of
co-operative banks are longer dated and more likely to become frozen,

7. Though for the purpose of indicating these ratios broadly we
have put cash and balance with other banks together, it is necessary
to make it clear that it is not desirable that balances with other banks
should be considered as cash. The Indian Companies Act requires
banking companies to maintain an actual cash balance of 5 per cent. of
their demand and 13 per cent. of their time liabilities and in practice
banks find it safer to keep an even higher proportion in cash. It is there-
fore necessary thatat lest the proportion laid down in the Indian
Companies Act should be held in hard cash. In regard to balances with
other banks it should be remembered that their liguidity depends upon
the liquidity of those banks and great care must therefore be exercised

in the selection of such banks.

8. In this connection we would like to refer to our first circular
regarding the procedure to be followed for obtaining financial accommo-
dation from us where we stated that co-operative banks admitted to the
approved list will have to agree to maintain balances with us equal to
9k per cent. of their demand liabilities and 1 per cent. of their time
fiabilities. This condition has been misinterpreted in some quarters as
constituting a departure from the intentions of the framers of the Reserve
Bank Act. We would however observe that in asking co-operative banks
to maintain balances with us we are only trying to ensure that these
banks maintain a suficient amount of cash in their portfolio such
as is being maintained by bankers all over the world. We consider the
maintenance of an adequate cash reserve as one of the criteria of
sounduess, The percentage of cash we are asking for is much less than
that which the scheduled banks are required to keep or that which any
sound bank should maintain and we believe that this should not cause
any hardship to bauks which observe the usual percentages of cash
against deposit liabilities.

9. Investments. We have said above that investments of co-opera~
tive banks in gilt-edged securities should form at least 30 to 40 per cent,
of their total deposits, It may be said however that in most cases
mofussil central banks may not be in a position to buy and sell govern.
ment securities locally. To obviate such difficuities and at the same
time to ensure investment in government securities at the best possible
rates we suggest that in such cases the provincial co-operative bank in
each province should buy and sell government securities on behalf of
such central banks and keep in their custody earmarked for the account
of the central banks concerned, The central banks should be required to
hold at least 25 per cent. of their fixed deposits, 30 per cent, of their

2
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savings accounts and 35 per cent. of their current accounts in the form of
government securities and for this purpose to transfer an equivalent
amount to the provincial bank which will buy government sccurities for
them, Those central banks which are not in a position to transfe.r
sufficient fuuds immediately to the provincial bank in respect of theit
existing liabilities in the manner suggested above should make them
gradually and makeit a rule in future, that whenever any deposit is
received, the necessarv amount is transferred to the provincial bank
for investment. In this way the proviucial bank will act as an investment
agency for the affiliated central banks. Such securities shionld be kept
as far as possible unenicumbered, butin case of re
central banks might be permitted to borrow on the sec
ments deposited with the provincial bank by means of bills drawn by
the former on the fatter for temporary periods. The provincial bank
will thus have a portfolio of bills during times of seasonal stringency
which bills the provincial bank can at all times get rediscounted with
the Reserve Bank as the provincial bank can easily certify that all such
bills are fully secured by government securities held for and on behalf
of the central banks concerned, Such a practice will create a large

supply of additional eligible paper which could be rediscounted with
the Reserve Bank.

10. Loans. We have already said that commercial banks do not
generally lend for periods longer than 6 months., We would also like the
co-operative banks to follow a similar practice although in their case
the normal period of repayment might be nine months, The co-operative
banks should attempt as a general principle to avoid long term business
and where loans for periods longer than nige months are found necessary,
care should be taken to eusure that the total amount of such loans does
not exceed the paid up capital and reserves. This means that the agri-
culturist members of co-operative societies will be able to obtain inter-
mediate credit to satisfy their requirements for other than seasonal loans
upto the extent of the capital and reserves of their own societies as well
as the banks without seriously affecting the liquid position of the latter.
At the same time it ig necessary to see that the maximum does not ift
practice become the minimum and that loans intended to be short term

do not become long term by being allowed to remain overdue, and
prompt mezsures should be taken to tecover overdue debts,

11, In our first circular we suggested that long term loans should
be separated from short term. To this suggestion the All.India Pro-

al emergency the
urity of the invest-

i1
thay have been originally short term. We believe that the banks cati
asi);y assess this with reference to their actual recoveries in the past, It
;ou]d also be desirable to indicate short-term and long-term loans

i balance sheet,
separately in the ‘ ‘
12. Overdue loans should be shown separately in the balance sheet

as provided in the skeleton form recommeuded by us to the provincial

.operative banks. At present the various provinces follow different
oy t}?ods for the calculation of overdues with the result that the ﬁgures
?:Sm the different provinces are not comparable. In some provinces
loans are issued by banks at call but the demand§ for repaymel.lt. are
fixed at each harvest after taking into account th-e ?gncultur.al conditions
prevailing at the time and the balance remam‘mg unpaid out of' the

nd is shown as overdue. In others, loans are issued fqr fixed perlot'is
iizlihe demands are fixed at the time of issue. Sometimes loans in
arrears are exteunded and such renewals are not shov?‘n as overdues.' On
count of such differences the figures for overdues in all the provinces
Py of convey the same meaning. We would therefore suggest that all
g:nis should advance loans for fixed periods and fix the deman.d at the
time of issuing such loans and calculate overdues on the basis of such
‘demands. All authorised exteunsions should be shown separately as such
in the balance sheet. - N
13. It seems necessary here to refer to the praf:txce of fictitious
repayments which, more than atlythlng glse, has been in the past r?s.
pousible for concealing the real condition of some of the co-operative
banks not ouly from the outside public but sometimes even fron? those in
authority over the banks. It is not merely th'at th(? outstanding loans
are renewed and shown as fresh advances, in which case at least.the
authorities of the bauk are aware of the' real pature of the transaction,
though even in such cases it is desirable that the renewal should be
definitely shown as such and not as a new Ipag; what happens more
often however \is that the members of societies seFure a temporary
advance from a money-lender for the purpose of mak.mg repayx{lents to
the society or the bank which immed'iatel‘y or zftf‘ter an mte'rval ot. a few
days relends au equal amount which is utilised for discharging t'he
money-lender's debt. We are aware that the officers of the cg-operat'xve
department aud the banks have made several efforts to stop this practxcte,
but we are afraid tHat it is still prevalent to a‘much l?rger extenti than 1.5
generally realised. The consequences of thls.prgctxce are.obvmus; it
gives the impression that the bank’s loans are llqu%d when in fact tl’-ley
are definitely frozen and locked up; the 'bank is show.n to be lendxflg
every year to the societies for seasonal agFlcultural requirements while
the loans in reality represent the continuation of debts inct}rred in the
past ; no real attempt is made by the members to reduce their debts and
the co-operative societies in effect carry on the money-lender’s traditions
of providing a perpetual loan till the member’s liabilities exceed his
assets, and a deadiock is reached. It is clear that unless this practice is
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stopped it is not possible to make a correct appraisal of the assets of
co-operative banks nor can the banks effectively improve the economic
condition of their members. What makes it possible and sometimes even
necessary for members to play off one credit agency against the other in
this manner is the practice of some co-operative societies of insisting on

the liquidation of the entire debt at the end of the season even though it -

may be beyond the capacity of the members to tepay,
immediately afterwards an equal amount irrespective of
which the income should acerue to the members or thos
need loans for the various agricultural operations.

followed it may be safely assumed that the repaym
are fictitious in the sense we have explained above
do well not to be satisfied with the apparent liquid
to make enquiries regarding the sources from
repayments comes and the actual purpose for w
advances are utilised. Where it is found that th
is as we have described above and that the loans
of indebtedness it would be best to recognise the
be repaid in instalments, so tha
being really liquidated. To i

and to advance
the periods at
e at which they
Where this policy is
ents and fresh loans
and such banks would
ity of their funds but
which the money for
hich the so.called fresh
&€ actual state of things
represent a continuation
fact and allow them to
t there may be some chance of the debt

Loans should be advanced in instalments as
the money is required for each operation. Loans may even he given for
well within the yearly paying
en they are actually required.
d as to coincide with the periods
bers. Itis particularly necessary
t sources of income at different

The times for Tepayments should be so fixe
during which income accrues to the mem

that where the members have differen

times of the year, recoveries should be made at those times and not on
one fixed date in the year. To ensure that the loans are in reality
seasonal it would be desirable to make it a rule that “seagonal” advances
for each particular Crop must be reduced to nil for a portion of the year
during which such credit is obviously not necessary. Such a system will

stop fictitious repayments and also ensure that members clear off theif
liabilities from their incotne.

possess full and reliable information o
mation is not available, it is desirable
e taken to collect it. Audit is hardly
ditor investigates and points out the
amount of bad and doubtful debts, The directors of banks should
review these figures ang make a provision for ajl such debts. Generally
speaking the bad and doubtful debts under present conditions should be

13

. of the debts due from societies
expecte&'i tq fotmua;:)ei)setrise::r gf n(tiebts due from D class societies and
pader 11(1111(;3':1:1 ’C class. If the auditor’s appraisal shows such debts
B e e e it would be risky to accept them without careful and
at a lower ﬁgu?e’ Each bauk should create a full reserve against bad

- thorough engglrz} cent. reserve against doubtful debts. These reserYes
debts and 4 t?iistinct from the general reserve fund. Bad debts Yv%uch
should be kep ected to be recovered even when agricultural conditions
'Cammt ebsehoetzg be written off from reserves built up for this purpose and
ﬁizzvnecessary from the general reserve. . , -

15. The All-India Provincial Co-operative Baunks’ Association av?
k d’ us what proportion of overdue, bac.i and do'ubtful loans to tota
- onsider as ‘safe.” We believe it is undesirable to lay down
Loans, Wf_! -fﬂar proportion because these forms of loaus are obviously to
b paf:;-d against at all times, It might however be said that the total
:: f:eirdue, bad and doubtful debts should form a very small proportion
of the total and a state of affairs where they exceed the reserve fund
should be regarded as serious.

16, Owned capital, FEvery bank whether commercial or co-oper.ative
requires an adequate capital if it is t(‘) win the confidence of 1t§ depos;{toxts.
Adequate capitalisation is secured in t~hc'e case of comm.ercxal banks in
various ways e.g. by providing for a mmlmum. fixed capital or‘ by. ;.)r.es-
cribing a maximum proportion between capital fund.s and ha.bl.htles.
The Indian Companies Amendment AcF hﬁs prescribed a minimum
capital of Rs. 50,000 for banking comPanxes }nc‘orpérat‘ed afte'r the 15th
January 1937. As regards co-operative societies it is obviously mnot
possible to prescribe any minimum capital and we therefore recommend
that they should observe certain proportion§ between qwned and borrowed
funds. The proportion between the paid up capital and Teserve to
deposits in the case of British joint stock banks is 1 to 16 whereas in the
case of Indian scheduled banks itis 1to 8. We recommend that the
deposit liabilities of co-operative banks a‘s suggesteq by the Maclagan
Committee should not ordinarily exceed 8 times the paid up share capital
and reserve., We find that the proportion of anc?d and borrov'ved funds
in most of the provincial co-operative banks_ is higher than this th.ough
this does not hold good for all co-operative banks, The pracn‘ce‘ of
capitalising interest and allocating it to reserve and other funds obtalnlng
in some banks leads to uadue inflation of owned funds and makes it
difficult to gauge the real position. While recommending the above ratio
we. presume that overdue interest is not capitalised. At present the
various provinces follow different methods with regard to unrealized
interest. This item may preferably be split up into the following heads
namely (i) interest recoverable from D class societies (#) interest re-
coverable from societies under liquidation (i47) interest recoverable on
other bad and doubtful debts and (iv) other interest recoverable, The
last item may be further sub-divided into (a) interest earneq on accounts
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on which no interest is overdue and (&) interest on accounts on
which interest is already overdue. None of the above items except
item (sv) (@) should be taken to the profit and loss account and even the
appropriation of this item should be deferred until the amount is actually
recovered. Interest recoverable under (i), (ii), (i) and (iv) (5)
credited toa suspense interest account until it is recovered. It may
here be pointed out that our suggestion regarding the disposal of un-
realized interest is generally in keeping with the resolution passed by the
last Registrars’ Conference on the point, the difference being that we sug-
gest that the interest recoverable from D class societies and on bad and
doubtful debts, even if it is not overdue, should not be takep to the
profit and loss account. .

may be |

17. Reserve Fund. The provision for a substantial capital or a
maximum proportion between capital and deposits by itself is not suffi-
cient to ensure safety to the depositors of a bank. In many foreign
countries commercial banks are required by law to build up reserves out
of undistributed profits. Uunder Section 33 of the Co-operative Societies
Act, co-operative societies are also required to transfer at least one-
fourth of their net profits to the reserve fund. But besides the published
reserves joint stock banks as in Great Britain generally have large
hidden reserves. The co-operative banks also might emy]
by writing down gradually the value of their premises and fixtures to a
nominal sum and to show their investments at cost or market valye
whichever is Jess. The effect of the last depression on the co-operative
movement and the manner in which banks with large reserves Wwere
able to weather the storm shows clearly that the reserve fund cannet be
built up too quickly or reach too high a total. Another reason why co-
operative banks should build up large reserves is that owing to the
restriction on dividends and voting power, there is little incentive for
members of co-operative societies to buy a large number of shares and
hence the share capital usually remains low. We are therefore of opinion
that all co-operative societies should carry at least 1/3rd of their net
profits anuually to the resetve fund until it equals the paid
and thereafter at least 1/4th of the net profits. In this connection we would
observe that non-scheduled bauks are required under the Companies Act
to transfer at least 20 per cent. of tleir net profits to the Teserve fund ti]]
it equals the paid up capital. As regards scheduled bankg, although
they are under no legal obligation to build up reserve funds, many of
them have large reserves which sometimes exceed the paid up capital.
The spread between the borrowing and the lending rates of co-operative
banks should be sufficiently wide to speed the building Up of reserves on
the lines indicated above. Moreover the reserve fuund should always be
constituted out of realised profits and invested outside the movement iy
any of the modes prescribed by the Co-operative Societies Act, It may
be pointed out in this connection that investments in first mortgages of
immovable property, even though they fall within this category, are

ate their example

up capital,

15

3

not usually desirable for co-operative b:?nks. There is.a danger' of the
line of demarcation between loans’ ;?nd mvest.ment.s being lost sight of
and of loans being made to i.ndzmdfxals agam'st itmmovable prc?perty
without proper scrutiny of their paying car.Jamty‘, under the guise of
.investmeuts, Such investments have a]mos.t invariably turmed Out. to be
frozen and in many cases bad and co-op.erat\.\m banks should avoid the
risk of locking up or losing their funds in this manner.

18. Iu our previous circular letter we stated that in rediscounting
paper of A and B class central banks 1hrough' the pr?vincial banks we
would take into counsideration the rates of dividend paid, Although the
maximum rates of dividend are generally ﬁ:fed by local Acts' or bye-laws
of the banks concerned the Reserve Bank will h.ave. to take into account
whether a part of the net profits in the manner 1.nd1cated above has been
transferred to the reserve fund before such dividends are deleared and
whether the dividends are declared out of profits actually realized.

19. Many other banking principles and practices may be introduced
with a view to organise the co-operative movement on bankiug‘lines. At
the present time the rates of interest prevalent in the co-operative move-
ment are in a chaotic state wit}: the result that some bank§ have unknow-
ingly been living on their capllal.' The loan and dep051.t rates of the
central banks should be linked with the loan an‘d deposit rates of the
provincial bank which in turn should be linked with the bank rate so that
there may be an organic structure of rates throughout the co-operative
movement. A co~operative bank should not as a rule accept deposits for
periods longer than a year or two at the wost, as long term deposits
make it difficult for a batk to adjust its interest rates in accordance with
the fluctuations in the money market and are a source of great embarrass-
ment in times of falling rates. Rates of intergst paid on deposits should
not be higher than the bank rate. Although it may not be possible to
achieve the latter object all at once it sbouldl be possible by stages to
reduce the high rates obtaining at present. Current accounts may be
introduced where they do not exist, in order to bring down the cost of
obtaining deposits but this should be done only if the principles men.
tioned eatlier in this letter are observed.

90, Finally as we pointed out in para 25 of the Statutory Report
‘ sound banking is the result not so much of banking rules as of good
bankers,’ it js therefore essential that the central co-operative banks
should employ an efficient and well-paid staff trained in the theory and
practice of banking., The provincial co-operative banks should exercise
a close watch over the working of the central co-operative banks tg efisure
that the latter follow the lines laid down in this circular. For this pur-
pose the co-operative banks should submit periodical statements,

el . ) say
once a fortnight, to the provincial co-operative bank in a prescribeq fo

tm,
21, As stated at the outset this circular has been written with a viey
to explaining in what manner co-operative banks may conform to banking
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principles and practices. It does not therefore tefer to the xmportant
question of the relations between the banks and primary societies. It S()Uth ln dia Co-operalive Insurance Society'
should not however be assumed that because we have laid so much ’
emphasis ou the necessity of observing sound bankiog cannous we are LIMITED. |
wamindful of the banks’ duties towasds the primary societies. Ogp the, Post Box No. 182,
contraty, as we bave explained in our bulletins, we consider that co-ope- . | B
rative bauks exist in order to be of service to the primary co-operative MADRAS. :

societies and that their success will deperd upon their gsefulness in this
tespect. Their relations with the societies should not be merely those of
a financier but of a {riendly counselier and they should laok after all the
needs of the societies to a much greater degree than is nsuatly dome at
present.

92, There are many other points on which the co-operative banks
may need guidauce, but we 4o not wish to make this circular too long.
We shall however be very glad to give advice on any point relating to
co-operation ot bauking referred to us by co-operative banks,

P
{Registered under the Co-operative Societies Act.) -

President :—Hox. MR V. RAMADAS PANTULU, B.A., B.L.
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Lucrative Investment in Life Policies.
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- Qur constituents have realised that Co-operative Insurance
_is the most lucrative investment, because our policies offer low
premiums, decent bonus and easy policy terms.

Yours faithfally,
MANILAL B. NANAVATI,
Deputy Governor,

The Society has continued to show sound and steady .pro- .
gress each year in an increasing measure by offering modern
Life Insurance at its best. R

1
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Eminent co-operators remain at the helm of qﬁ:airs and guide

the destinies of this Society, which has therefote-made a remark-
able progress and is going from strength to stfenOth

SRS
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P

TOTAL PAID-UP BUSINESS —_ Rs. 8200'675

Bonus declared during § Rs. 10 on Endowment Plans} per 1,000
the firstwaluation : § ,, 15 on Whole Life per annum.

Our Branches at Rajahmundry, Anantapur, Bezwada, Tri-
chinopoly, Coimbatore, Madura, Mercara, Lucknow and New
" Delhi, will be willing to correspond with you about the details
of several schemes of Insurance available with us. Agency
applications invited from influential persons. An agency of thxs
Society carries remunerative benefits.

kW

L T L T L

V. VENKATACHALAM, M A., B.L,, %
 Secretary, ﬁ
Lm"* TARHESDNEE IEEDET SIS



The Madras Provincial Co-operative Bank ltd;

(Registered under Madras Act VI of 1932, formerly Act II of 1912)
HEAD OFFICE : China Bazaar Road, Madras. Phone No. 2390.

MYLAPORE BRANCH : Luz Church Road, Mylapore. ,, 3334.
EGMORE » ~ Ebrahim Colony, Egmore. » 8510,
SAIDAPET ’ 38, Karaneeswarar Koil Street, Saidapet.

President : The Hon'ble Mr. V. RAMADAS PANTULU.
Secretary: T. RAGHAVENDRA RAO

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

The Bank acts as Bankers to the Madras Corporation,
of Madras, Andlira University, Annamalai University and t
Local Boards and District Municipalities.

University
he various

For rules andxterms of business, apply to : —
THE SECRETARY, HEAD OFFICE, OR

ANY OF THE BRANCHES,

3 PER CENT. DEBENTURES
Guaranteed by the Government of Madras,
The Madras
Co-operative Central Land Mortgage Bank, Limited,
Khaleeli Mansions, Mount Road, Madras.

President : Sti T. A RAMALINGAM CHETTIAR, M.L.c,
20-year DEBENTURES bearing interest at 3 per cent.

per annum are available for investment,

Issue price 99%

The Principal and Intcrest are guaranteed by the
Government of Madras,

The DEBENTURES are Trust Securities and are also
approved Securities under the Insurance Act, 1938. The
DEBENTURES are IRREDEEMABLE for the first 10 years
from the date of issue and a REDEMPTION FUND (SINK-
ING FUND) will be constituted to pay off the debentures on
maturity. '

Brokerage @ 2 annas per cent will be paid to approved
brokers.

Other particulars and application forms can be had from
the secretary, Khaleeli Mansions, Mount Road, Madras,

Edited by Mr. V. Venkatasubbaiva, B.A. ;
... and Printed at the C. C. P. Works, No. 17. Mount Road. Madvraa
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