S

INDIAN--CG-OPERATIVE REVIEW

" Vol. V JANUARY—MARCH, 1939 No. 1

CONTENTS Pace

* EDITORIAL NOTES

Ourselves ; Debt Relief and Rural Credit; The Income-tax Act in the
Central Legislatures ; The Government and the Land Mortgage Banks
in Madras; Provincial Co-operative Conferences .. 1

Co-operative Insurance

By Miss Margaret Digby R ..o 11
Difficulties and Dangers of Integrated Societies
By W. Mackenzie Stevens, B.S.A.,, M.BA.,, Ph.D., C.P.A. A V)
Co-operation and Agricultural Improvement in Bombay
By V. D. Karkhanis, B.A. (Hons.), G.D.C. & A. .. 28
" Agrarian Legislation in the Punjab
By Khan Mohammad Bashir Ahmad Khan M.A., LL.B., M.R.AS. .. 3
The Working of Debt Relief Legislation in the United Provinces
By Prof. B. Mukherjee, M.A., B.L., F.ES. .. 54
Debt Conciliation in Central Provinces & Berar—A Critical View
4 By Sir M. G. Deshpande, M.B.E. .« 65
Legislation and Co-operative Credit in Bengal
y S. A. Samad » ..o 1
Debt Conciliation and Co-operative Credit in Bengal
! By Kumar Bimal Chandra Sinha Bahadur .9
* The Madras Agriculturists’ Relief Act'and Land Moxtgage Banks
By M. Dattatrayulu - 81
! Debt Relief Law and Co-operative Credit in Madras
By K. C." Ramakrishnan .. 93
"REVIEWS
Better Villages—S.K.Y. .. 105
The Madras Agriculturists’ Relief Act—A Study—-K C.R. .o 107
Report on the Working of Prohibition in the Salem District .. 108
" The Relief of Agricultural DeBt .. 100

Le&':oﬂsolidation of Agricultural Holdings—R. .. 110

(Y



CONTENTS (Contd.)

Pace

CO-OPERATIVE SOCIETIES AT WORK IN INDIA
Madras, Bihar, Travancore, Cochin .11
CO-OPERATIVE CONFERENCES AND MEETINGS THE INDIAN CO-OPERATIVE REVIEW

The Ninth Land Mortgage Banks’ Conference, Madras, 11th February, 1939 147

XXII United Provinces Co-operative Conference, Bijnor, 18th and 19th
February 1939

160 Vol. V JANUARY—MARCH, 1939 No. 1
17

The Second Tamil Nadu Co-operative Conference, Madura, January 1939 ..

The Ninth Andhra Co-operative Conference, Tapeswaram (East Godavari

Dt.,, Madras Presidency), 19-3-1939 EDITORIAL NOTES

. 182

CO-OPERATIVE NEWS AND NOTES o0t : OURSELVES
SELECT CONTENTS OF CURRENT PERIODICALS 203 With the current issue the Indian Co-operative Review enters th2
B fifth year of its life. There has been no lack of appreciation of the quality
ACKNOWLEDGMENTS e .. 204 and quantity of matter we have been privileged to publish in this organ
*) b of the All-India Co-operative Associations. Its utility to students and
3 teachers of co-operation, both in India and abroad, has been recognised
X'\‘“ el - . 'and good usc is heing made of its contents in standard works on the

subject. We have had ample support from Registrars of Co-~operative
Societies in the Provinces and States of India. We owe a deep debt of
gratitude to the contributors, who though not all as prompt as we would
‘wish them to be, have taken no end of pains to respond to our particular
requirements quarter after quarter. Practically. all of them are render-
ing this honorary service as a labour of love in the midst of their multi-
arious duties. Editorial services are not paid for at all, and clerical
ervices are poorly remunerated. This accounts for the low cost of
‘Pu%tation of a journal of this kind compared with the estimates once
prepared.

We are, however, pained at the paucity of support among individual
‘ ,Qaperators and institutions, co-operative and educational, from whom
we expected very much more support. It is perhaps due to the lack of
reading habit among work-a-day co-operators, and an unduly narrow
view of #heir functions taken by the institutions, which could easily
‘afford to subscribe to this all-India Review in addition to local co-
| operative journals. We once again make an earnest appeal to all those
interested in co-operation in any manner to begin and continue to sup-
port this venture and make it self-supporting in the course of the current
year. Suggestions on the improvement of this Review will be very
welcome from all readers.

DEBT RELIEF AND RURAL CREDIT

- The response to our invitation for contributions on Debt Relief
Legislation and its effect on rural credit in the various parts of India has
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not been quite adequate in spite of long waiting. Most of those who have
been pleased to contribute are highly critical, we should be pardoned for
saying some are hypercritical, of the Acts and their working., We have
ourselves no doubt, pace Sir M. G. Deshpande and similar critics who
have condemned all relief measures, that the Governments of Provinces
and States have been actuated by the best of motives in enacting the
measures for the benefit of the notoriously indebted peasantry in a period
of exceptional distress. They have indeed begun too late. and some of
the Governments are still contemplating,
going down deeper into the mire.
world has taken action much earlier
We concede,

while the agriculturists are
Every civilised Government in the
and generally on more drastic lines.
however, that the situation has been brought about in west-
ern countries by somewhat different conditions, Debts were contracted
mostly for productive purposes,

transformation of the system of ¢
holdings,

for better equipment on the farm, for
ultivation and for the acquisition of small
though speculation played its part in some of these ventures.
Debts have been contracted in our country more for purposes of con-
sumption and to a smaller extent for current cultivation. There is, how-
ever, this in common between us and the West, that the amount and
terms of loans were based on pre-depression values. With the un-
precedented crash in prices, and the continuance of condi
longer in India than in the rest of the world, no civilized Government
could sit still, singing the old song of sanctity of contracts signed by an
ignorant and impecunious peasantry.

We should recognise, however, that we cannot escape the period of
trial and error. We are not blind to the defects that have been un-
mistakably revealed in the working of the Acts. The Madras Agri-
culturists’ Relief Act is the most drastic of all m '

easures enacted on
contemplated in India as it provides not only for redu

ction of interest by
for the extinction of it and even of capital in certain circumstances, &
capacity of the borrower to repay has been treated as irrelevant to the
problem of relief, and therefore no upper limit has been prescribed for an
agriculturist borrower to get the benefit of the Act, as some other Pro-
vincial Governments have done or are contemplating. It does not dis-
tinguish between secured and unsecured debts in laying down the legal
maximum rate of interest, a mistake not committed by any other Province,
We hope that the Government will, while amending the Act, think of a
decent upper limit (not the fabulous one of Rs. 50,000 fixed in the Cen-
tral Provinces) as that will take away much of the sting of criticism
We trust the Government will exercise the power to alter the rates iﬁ
accordance with conditions prevailing in the money market, as promised
by the Premier, lest evasion should become the order of the,day. Judged
by accounts received from every quarter on the working of the Act
]

tions of slump, .
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i t a shred of doubt that rural credit }.1as shrunk 1c0n51d:;‘§}))313;

;?eelvserriomore distorted in diverse ways. dItt 1s“;xotc ;zit;tz zs:itg)ate e
¥ Al . ‘ e

redit that is cut out, oMt wing s but to starve the sgricuris
demt of 1mprcoilvctive credit is disastrous to our rural econor.ny. The
B e e eceived reports on the contraction .Of credit, w 1cf
e e hav}?osren to publish. Nor have the p}lbhc any means 0
?negin};a:; r}i(;)twcfar relief has been obtained in deserving cases.

III t}lis CollrleCtloll, we Would plead that, %Ilstead Of a SpOI‘a ' q \'
i 9 ontinuo y g
lftel an aCute Crisis, a S Stematlc and. C |; us Stll(l ()‘ a' I](l“l““al
ndebtedlleSS alld all,ied pI Oblelrls be taken up by th'e Economlc IKSSOCIa-
thIlS or ‘ftesealcll lestltutes 1.11 t e COllIltl’.y as l‘S sal tO e one y t e
. ] , 1 ] i l ]1
. S E E s . . .
[ll t’ltute f()r the tudy o) conomic Fluctuatlons mn Germany
]

; for debtors to
ded so as to make it easy N
The law must be amen Debt Conciliation Board and the
e eprd ings in a court of law or De . bmit
initiate protci)eedlxl/lfsted with the power to summon cred1t(1>r: an:lc esut the
lt;tter rt:lsnts and prescribe heavier penalties forbrefuiiad 0C 021 cililzltion
e acc . t then be calle .
d, though it could no ) .
award Olf theaBO?t:\(I)' minimise the vagaries of private mqneyl:dg;i
'.I‘he % Si:re“a,sg the facilities for an organised co-operatl‘;iiallyp in
1Sf " eg;t to agriculturists. All the world 0; e'rf, ns:r;uppressed,
. 'crlt ral tracts, it is co-operation that h.as reducfe 7 ties and finan-
aghell lrlnoneylending. * Already co-operative credit societies ation of
prlvaltoe ks. whether brought under or exempted fro;n ’fhe op;;g Yown
cing banks, i important role in scali
i s, have been playing an . in
gel'll)if gf: Sflrl'lc;‘:n members and reducing the rate of mtelr est and }?irt,he%
ebts . of long term loans.
nce of prior debts by means ever
the d:;r: of the Movement, while more urgently needed 1:223 lines
;xpan e of the fact of restricted credit, must proceefi ‘):n fathz Enquir&
eca‘:lts the changing environment. This forms the subject o 1 the mext
g) o ittee in Madras, on which we shall have more to say in
omm1l ’
issue.

THE INCOME-TAX ACT IN THE CENTRAL LEGISLATURE

In the last issue of our Review, while commt.eritmgB 01111 itr}lxet ;r;agxelzrc;llf
handling the Insurance Bill and the. Motor erhlc es lbetrayed e
Legislature, we expressed our surprise a.t the 1gnorancef o Leéislative

of the Bills and the non-official mem.be.rs of t ‘ 2 ve
framerksﬂ of the constitution of co-operative societies, their wor m.g 3
fcA';xsesepr::ssiyb,le repercussions of those meas(tilres' ;)}t: g;x;zsozze:aif ?K::e:;
i is i ised, wi -
e Shaél'lin tillfrciisxslut;ed:)i]s’it?znp:‘)(f)r::‘::operative societies was ?ven‘ wqrse
ment)' lh’ Wther two Bills. There is no metition of co-operat':we institu-
g::;:; l::ttalel ?n the Income-tax Act. These ingtitutions constitute by no
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means a negligible factor in our organised banking system. There are
80,000 primary credit societies, 500 central or secondary societies and
about 8 Provincial Co-operative Banks in British India alone working
with a capital of over Rs. 50 crores, even excluding the loans given and
investments made by one society to another. Under the Indian Income-
tax Act of 1922 they were treated as “ associations of individuals” and
under the amended Act now passed, they are dealt with as associations
of persons”. This class of assessees is required to pay by way of super-
tax much higher sums than joint stock companies and banks on the same
assessed income or profits. We drew attention to the fact that the Madras

Provincial Co-cperative Bank, for instance, paid in the year 1935-36 and
in two succeeding years by way of supertax a sum of Rs, 62,825 in excess
of what the Bank

should have paid as supertax if it were
a joint stock bank.

We had also pointed out several other
anomalies

in the matter of taxing so-called profits of co-ope-
rative banks. We could not, however,

suggest any ready-made
and definite rates of taxes to be embodied in the Bill straight-
away. We therefore suggested that (i) co-operative societies shall
be defined in the Bill and enumerated as a separate class of assessees
by themselves, (ii) the business profits of co-operative societies should
be explicitly defined so as to include income from deposits which are
required by the rules and resulations under which we work, and (iii) in
Parts I and II of Sch

edule 2 of the Indian Income-tax Act, the rate of
tax applicable to co-operative societies should be s
rate clause, ie., income

flat rate. We suggested
rules may be made un
The Hon’ble the Finan

pecified under a sepa-
-tax. on a graduated scale and supertax at a

that in order to give effect to proposal No. (iii)
der the Act in regard to the rates of taxation.
ce Member in dealing with our suggestions and
amendments in the Council of State said he could not accept them at that
stage, but gave us an assurance that he would have the matter examined
and that i action was

_ required as a result of that examination, he would
take it. Let us quote the Finance Member’s words :

-making power

Now in the present Bill
visions which have been inserted in order to
curb the rule-making power of the executive, That was objected
to in various connections both in the Select Committee and in the
other House. For example, the rules for the taxation of insurance
companies have now been made statutorv and not executive. In the
same way, the power to tax or exempt fr '

om taxation by section 60,

there are various pro
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. I think it would be a ret.ro-
sulvsection (1) has 4130 been R e Bill provisions enling
e '1{ Wte atax by rules. At the same time I must say bzil
T executw? . f it impressed with the case which t}?e Hc.)nourz% e
e th?d?cee(;terday and it is a case which requires mvestxg:;
e Tt fd 1'k‘o to ;uggest to him that, in return f?r a prolrr? ‘
flon, 2! ‘;710{1 111951;'1011 of the taxation of co-operatwe’fsome ﬁl::z
;hazng:)ingt:xes}iﬂl be investigated and an :;lssltllrtarll{ze i‘;h;:;e }:x:v e

hat § — i ion is required we shall ta

::a:: llrfaz?g t;eeméiiglfrcat}ﬁ: ll\igmti)er might llae px;t}elpatxrte}ile r;;);t) r;c:uf:{aj:
. i is quite clear tha :

vy amendr’nentlsf aﬁazhifosz;iiiﬁitlilg of taxation to sug‘gest_ andt{:e

e . to insert “ rule making powers ? leaving it toh :

merely’ D or ide the basis of taxation hereafter. Now ';1 aé

exeCUt{Ve . pr(')Z rinciple. At the same time, in so far as t ert

O Wro’ng ;‘urfl) the assurance that we will do our best tc; m:ed

li . cc? SIe’\:oill\t;eqsk him therefore to withdraw his amendments a
an Y as 4

1not to press them at this stage 7

i mething could be done to improve

It w?ll. thus fb:hze;rlxs ‘E};i;:zhéiensfo Safegfal‘d the interesfcs o}t; t}lvla ::;
he provisions o cocieties, nothing tangible could be d<')r.1e in the ht(; %
»perative 11:1surar(11cihe Incorr;e—tax Bill to secure the legitimate rig s
vebicles Blu'an ocieties, except obtaining assurances from the S{)O 1:; p
the co-operative s ment in both cases, that the matter would be ooIt <
men of the 90vernh E;S might be found necessary would be taken. it
into and action SU: that the Legislative Assembly (Central) canrfot c alam
2 mattex for reere operator among its 144 members, whose services may
to have: evenfo}r)ze co- Operators to secure for the co-operat}ve societies in
be availed o Yt(;(s);aciory deal in central legislation. It is for co-ope\x;;
:his coalttll)yci;:ide;‘ how best to safeguard their interests in future.
ors no

1d not be left where it is now
i .d the Income-tax Act wou . ow
Jvponting a:((:ltion will be taken to see that the assurancesh g1ver; 3:357 the
andknecessag the Government of India in respect of both these
spokesmen .
drt’xly implemented as early as possible.

NKS
AND MORTGAGE BA
NMENT AND THE L.

THE GOVER IN MADRAS

i 104 now,
in Madras, of which there are :
mortgage banks in vhi e th the
Tl:znlmin;lnto greater prominence than ever 1r;ecto}?;1:itilmary goncy
haV(? ulturists’ Relief Act passed in 1938. They a S e D fande
Agnfﬁ hutrhe public and the Government of Madras loo
to whie

p en '
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The Gov‘ernment have in the last year been pleased not only to enh

the maximum amount for which they stand guarantee tg dO]: e,

holders but have readily agreed to lend to the Central Land (;V[ex?ture-

Bank §ums needed for its business every month, as a tem : r oreage

modation up to the limit of the mortgages on WiliCh loansp;)ralydaccom—

1t:)u§-1 artta T:Otdyif covered by the debentures issued. This enabfees Etlhz a};:sﬁ

o fioat its debentures at the most favourabl ity i

The Government have also sanctioned the E;SZEEOzgu:;tcir?b:}alzc?acri?'
1-

ficates free of fees. A reduction in the audit fees will be m

by primary banks. uch appreciated

The Government are subsidisi
; . : subsidising banks by th
of the services of Sub-Deputy Registrars free of charge on cgndit‘;oii)ao?

the banks restricting the divi
g the dividend to shareholders t
: o five
g::;zymg the balance of profits to the reserve fund. For gﬁrtﬁz:; :;?1
r - . )
omer aclorilces(silons, Mr. T. A. Ramalingam Chettiar, the President of the
and Mortgage Bank, thanked the Government. on behalf of

(é:g?:::r‘zors, t'1}r11 his welcome address at the Ninth Land Mortgage Banksg’
ce, the proceedi i i . :
onie edings of which are published clsewhere in this

Th

fund czu(ézn;cial II;a]rold Mortgage Bank has agreed to constitute a sinkin
tures, b e It(}el ent;.xre Redemption Fund, for each series of debe s
up. as also agreed to restrict the djvi -
tur _ \ rict the dividend to sha
abovr:oticel]rcralfgrotfar}ttof them being the primary banks. to one per cent

interest on debentures. But M nali
. r. Ram i

ielletnl:otl}llnc: :;)1 entefl a caveat at the condition now imposecallgfatllrlrtle (éhettla"

at there should be a margin of 2¥ e o
men 2 per cent between th

inter oe:;cegn tII;e dek;e?tull'les }zland the rate of interest charged to the eulrt?rtr?a?f
.- Ile put forth the genuine co- i i .
borre . ' o-operative point of vi 3
i~ 1.s csil;uli alm more at service than profits, and was c;relgdthat e
reqmremen: qvelthe? borrowing rate was enough to provide fo: ntllth}i:t
transactionss ine udlng. the building up of reserves, especiall . the
ransactions \:;erse %gr;)wmg. tThe banks however felt obliged to 3Jc,‘a{asse :hi
er cent to satisfy th <
bound to go up with the higher rate tsk,x ity ment:  The rate was

debentures in the conditions of e at might be necessary to offer for

m
appeal on behalf of the Board of Maxfa:geezngiﬂzst.th  Gmade a final

reconsider their attitude with regard to the rate ® Covernment to

reholders,

The Premier, the Hon’ble M

. r, r. C. Rajago i
of the points raised, in his opening addx?e;gs e nariar
pressed his full faith in the co-
been connected from its very i

, replied to some
at the Conference, He ex-

operative movement, with which he had

: . nception. He w
Madras, particularly in the field of land mortga;l: :;201;;? acx)fdthe':l‘ec‘;:d iy
pald a hand-

some tribute to Mr. Ramalin i

. gam Chettiar and his

feel happy over the loan of Sub-Deputy Registrau":s0 n‘?:i;i;t I-;e dig ot
) ed under a
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jifferent arrangement which was still on an unstable equilibrium.” He
asked, “ why should taxpayers maintain these officers instead of the bor-
cowers themselves ?” This is surely the ideal aimed at by all co-
operators to whom self-help is no new doctrine. Help, however, is asked
for only in the period of infancy and is freely given by almost all Govern-
ments of the world. The Premier was even more emphatic on the need
for a 2% per cent margin and said that the Governmnt could not now
lower it and that the “laws of good business management ”’ should be
followed by banks. Is it easy, he asked, for every one to borrow from
the land mortgage banks or at such low rates elsewhere ? There is a
good deal of force in this point of view, though we would like to see the
popular Government give a little more free play for co-operative
democracy.

The Premier was not pleased to leave the matter at that, but raised
more fundamental issues. He launched on an extraordinary defence of
the middlemen or moneylender who had “a peculiar genius and tem-
perament and early training » in business with whom there should be no
unfair competition. In his view “ co-operative societies were merely re-
placing the careful, early trained, though hungry, middlemen by an
institution which had no soul, no heart and was in charge of persons
drawing fairly high salaries, but without the capacity of middlemen.” We
are afraid that the Premier is not quite in touch with the present-day
co-operative staff or management, at any rate of the financing banks,
when he had a dig at “ a gentleman who had failed to get on somewhere
else or had been pensioned off, an old person full of dignity and the
feeling that he was rendering a public service, sat at the counter and had
to look up at some book or invoice at every turn.” We can only say that
besides being a fantastic picture, this is hardly in keeping with the pro-

_found faith in co-operation which he expressed in the beginning of his

address and in the discussions on the Agriculturists’ Relief Act, nor
indeed with the policy of systematic encouragement of the movement by
the Ministry, which he so ably leads. No wonder Mr. Ramalingam
Chettiar, while thanking him for all his good wishes and real help, was
provoked to remark that “ the Prime Minister had argued with great
subtlety the case of the capitalist. If his argument was to be adopted,
they might as well wipe out the co-operative movement.”

PROVINCIAL CO-OPERATIVE CONFERENCES

We publish in this issue the proceedings of three different Provin-
cial Co-operative Conferences, namely, those of the United Provinces,
the Tamil Nadu and the Andhra Desa. The question of giving a new
orientation to the Co-operative Movement and reconstructing the village
societies and secondary organisations on a sounder basis engaged the
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attention of all th,
e three conf R
nath Katju, who o erences. The speech
’ en of Hon’ :
He has given a corfr)lpr:i;;h(ve U. P. Conference, is welloxr:/gtehDr- Kailas-
the agency of lensive scheme of villa a perusal.
problem 03; pmgi")peratwe societies. In the iill:COr;strucuon through
ems i : rds - e
the developrnent orfni 'IS to f’:lSSLst the villager in the 0 Dl.‘KatJU) the
co-operative eff nis agriculture and his coftage _economic sphere for
seems to me th;): t.tm production, in marketingg arllrclldl.lslmes‘ We want
neither to fake © 10 would be unwise policy to iy in finance and it
ner.  This problefn ne part by itself nor to take all § CErate t_his whole,
with many sided acgm_sfc bci tackled as a whole and ;)1 a disjointed man-
sal, recognition of th vities.” There is now a wides reydOne organisation
entirely new coloure r.nee(%“to evolve and implemerlljt sah, almost univer-
ties of the remOdelledLO village organisation to CO-orgi emes to give an
statutory village pa hCO-Opera“Ve societies with thos nate the activi-
tions of Indian rﬁr:f 1?£y ats, both broad-based on thee'ccl)f i‘econstituted
villages a live £ lle. Such a new ori : laeals and tradi-
) orm of villa . lentation will cre .
social, economic, i llage administration coveri ate in the
lc, industrial and political life of Zﬁzliilthe entire field of
i . e i . age. The insti
tive of genuine village opi constituted will be more trul ° institu-
healthy popular influen plm;))\;‘ and will be more largely o
mittee on Co-o vence.  We are glad to find responsible to
~operation have that the Mad,
Co-operative Movement vi accepted a scheme of reorganisati!::qs (go‘:ﬁ-
e

report of proceedin rtually on these lin i
gs of the Commi : €S as it appears fr.
Dr. Katju em ittee in the Press. om the

phasised
for ench e the need for formation of a better livi i
he said, would be primle;1 g‘lsmlety
ri -
t and general concern and Ii'o(\::i):il
e

societies on a broader mes of reorganisati

. and vj . isation of eo- .

bership and functions. village wide basis, both in re;ai?i C;;peratwe
» 0 Mmem-

One of the topics that came up

ferences was the question wheth for eritical examing

< o . tiOn t
to the future er unlimited Tighilipcr oo these con-
above. Dewanpll‘;f}l;:?iz OfKthe movement on thljb;hty ?Vas conducive
Conference, gave a deﬁrn,t. V. Brahma, who Presif‘g lines suggested
liability to limited liabilit;,e flead in favour of changein 0V§r the U. p
of some kind g the unlimit :
. ed

worki i i
king during the last twenty-five years He said, “ Qyy xporaed
) o

o X
nd especially after the effect of
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sconomic depression which is persisting since the last eight or nine
years, shows that the unlimited liability principle, which is our guide in
forming credit societies in villages, is unsuited to Indian conditions and
that the same should be replaced by some other principle.” He further
says, that experience tells him that it is very difficult, if not impossible,
to induce solvent residents in the village and those who are free from
debt to join village societies. He put a pertinent question to the co-
operators assembled in these words: “If we are residing in a village
would we stake our estate for another ? If not, what is the justification
of asking others to do what we would not do ourselves?”

Dr. P. Gurumurthi, in his Welcome Address at the Andhra Co-
operative Conference, strongly contended that in order to reconstruct
the Movement on an extensive and intensive gcale so as to cover all the
villages with societies and to induce every resident of a village to join
the society, the unlimited liability principle should be definitely abandon-
ed. The Conference accepted the view unanimously by a suitably worded
resolution. The Tamil Nadu Conference, however, passed a resolution
in favour of continuance of unlimited liability in the village societies.
But we are unable to say how far this resolution reflects the considered
opinion of the majority of co-operators in the Tamil Nadu. Judging
from the answers received to the questionnaire issued by the Madras
Committee on Co-operation, which is now sitting, opinion in Tamil Nadu
on this question seems to be fairly well-divided. There are some insti-
tutions and individual co-operators who are definitely in favour of re-
placing unlimited liability, while there are some others who have ex-
pressed the opposite view. The Committee on Co-operation, as it ap-
pears from the reports published in the Press, decided by a majority in
favour of modifying the present co-operative law, which makes it obli-
gatory to constitute rural societies on unlimited liability basis, except
where the Government by general or special order otherwise directs.

The Committee suggested that the rule should be limited liability and un-

limited liability the exception, and such exception must be based on
local co-operative opinion.

We are entirely in agreement with the view taken by the Committee.
In this connection, we must remember that the legal characteristics of
unlimited liability itself have undergone a radical change since the in-
auguration of the Co-operative Credit Movement under the India Act
of 1904. At one time, unlimited liability was enforceable by creditors
against a member of a working society, but the Maclagan Committee
pointed out that “ it was merely intended to be ultimate contributory
liability by which the ultimate deficit due by the society to the creditors
should be secured by a series of levies per capita on members, direct

2
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broceedings by any creditor a

the Committee was nop gainst individualg being forbidden.” But

g h
(:(Hll(] be ellf“)l Ced, that 15 to Say, WlletlleI lt Could be enfOICed befOXe th.e

liquidation of the soej

. ety. It was Mr Calv

: v . ert wh i
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CO-OPERATIVE INSURANCE

By

Miss MARGARET DIgBY,
Secretary, Horace Plunkett Foundation.

The co-operative organisation of insurance has received much less
publicity than other sides of the movement perhaps because it does not
take visible form in shops, warehouses and packing stations. Neverthe-
less, insurance is a service which can effectively be carried out by co-
operative societies and which is often badly needed by just those sections
of the population which are readiest to co-operate for other purposes.
The high costs and injustices of so-called “ industrial ” insurance are well
known. When run by private interests such insurance is apt to result in
a disproportionate expenditure on the wages or commissions of canvassers
and agents, in the practice of selling policies to people who have no real
prospect of continuing their payments (with the consequent large pro-
portion of lapsed policies) and in comparatively low returns for the pre-
miums paid. On the other hand, there are branches of agricultural in-
surance which private business will not touch at all owing to the risks
involved and the limited profits that can be earned. Finally, there is in
many countries an increasing number of state insurances, many of which
can only operate to full advantage on a basis of voluntary organisation.

In one sense the oldest type of co-operative organisation may be said
to have been concerned with insurance, since the Friendly Society which
preceded the co-operative society in Great Britain aimed at providing
sickness and death benefits in return for small weekly contributions.
Modern co-operative insurance is a separate growth usually linked with
the consumers’ or producers’ co-operative movements, according to the
character of its membership. It covers a wide variety of risks both of a
personal and of a business character—life, fire, burglary, employers’ lia-
bility, old age and sickness both for the insured and his employees, death
of livestock, windstorm and hail.!

Some societies for personal insurance (mainly life, accident, sickness
and fire) are in the strictest sense consumers’ societies, since they are
founded and managed exclusively by the insured, who provide all the
capital and membership. They exist among industrial workers and the
less well-paid professional classes. Some particularly successful socie-

1. For a full study of the subject see Co-operative Insurance, by N. Barou,
P. S. King & Son. 1936.
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ties of this type have been set up in Bulgaria mainly by civil servants
and school teachers, and their operations have extended from the provi-
sion of a simple cash insurance to the building for their members of
magnificent sea-side convalescent and holiday homes, as well as sanatoria
and curative establishment at the numerous Bulgarian spas.

More frequently co-operative insurance of the salaried or industrial

population has been a secondary development of the usual type of con-
sumers’ movement. Sometimes a group of co-operative societies com-

bine to finance and manage a special society which will provide insurance
for their members.

Sometimes such a society is simply established as a
subsidiary concern

by the co-operative wholesale society. In neither of
these cases has the

insured person any direct control over th
outstanding instance is the Co-

tain, which is jointly mana

e society. An
operative Insurance Society of Great Bri-

ged by the English and Scottish Co-operative
Wholesale Societies. This provides ordinary life insurance for the indi.

vidual members of co-operative societies, the so-called “ industrial ” in-

surance, which is life insurance for very small amounts, domestic fire
insurance and fire and fidelity

insurance for the co-operative societies in
membership with the wholesal

es. It also provides for a form of collec-
tive life insurance by which every

member of a co-operative society be-
comes ipso facto entitled to a small life insurance, generally equal to his
or her purchases from the society during a given period preceding
death. Distinet from the Co-oper

ative Insurance Society is the Health
Insurance Department of the English C. W. S., which ranks as an “ap
proved society ”

and functions solely within the scope of the National
Health Insurance Act. Itis nominally under the direct control of its indi-
vidual members, but in practice direction is largely a matter for CWS.
experience.

The insurance operations of the Co-o

been particularly successful, not only in linking together the various needs
of the individual but in consoli

dating the very considerable funds neces-
sary for insurance and trading enterprise, and thus strengthening both
sides of the movement. At the same time, the very proper refusal of the
Co-operative Insurance Society to invest its funds in industrial enter-
prises in competition with consumers’ distributive stores o wholesale
production, has made it difficult to place its large funds in investments
where they will earn as much as the invested funds of private insurance
companies. The actual operations of the society are carried out through
agents calling at frequent intervals at

members’ houses, much in the
same way as those of private companies, but the abuses of forcing poli-

cies on reluctant or ignorant people, of 1 avagant
ully avoided,

perative Wholesale Society have

apsed policies and extr
overheads and profits have been successt
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i is t is
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ne;m;l 0001:11: greatv as long as the ordinary comm‘erclal meth(;;ist;!;e giﬂi-
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is laid on the moral character of those selected. In the case of i tock
insurance, where the valuation of stock and the assessment of l1ve-s .
sent tLl)leculiar difﬁcuflties, the general method of control is that Zve;):rst}?::;
months a group of qualified volunteer m i
c?mittee) should inspect the livestock ir?:tlllr)'::ls irfn::xcerlec'elslsanly e
Ymtation usually takes place on a Sunday morning, the valvule a‘g?. o
ing the cattle in the pasture and the horses assemble’d in the villi:glg Sp’i‘(l:lte;

premium to be charged and the com i
pensation eedi .
of the total value) is fixed accordingly. (not excoeding 80 per cont.

- Igr;srx:erar;ce ggg‘znst fﬁre is most widespread and as the risks are known
ralised, it is fairly easy to reach 1
' a sound actuarial basis. Th
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tne value of stone-built d i

to as much as 18 per cent for ri e oo e
or ricks and standing corn. Th jeties
o ‘ : . . e local societies
nsure with a regional society, the regional societies with one or more

] m some cases w lth 1al e leVate CO p

trieslzzsi:g:%l?cj;rame 1s not so easy or so widespread. In some coun-
a very primitive mgr oups are numerous and are generally conducted in
stock of memboss isar}nerl. Sometimes no premiums are paid, the live-
is assessed and th simply valued and when a death takes place the loss

and the members are levied for the amount.
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gricultural risk after fire i ;
In.quthern countries like Denmark and Canadaand oease is weather.
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Qn the whole, and in spite of considerable local results t}OISt prohibitive,
nion seems to be that no substantial progress can be m; e general opi-

ance unless it is made compulsory, de in hail insur-

. in which case
premium would suffice to safeguard areas of specialad:z?;rsmau eneral

windstorm may be the
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In many European countries a further class of insurance exists which
is becoming of increasing importance to the agriculturist. The liability
of the employer to compensate the worker for injuries sustained in his
service has for many years applied alike to the agricultural and indus-
trial employer in Great Britain and other countries. It is usual to insure
against this risk and the insurance may be co-operative or commercial.
In France the  approved society ” handling the workers’ health insurance
takes on a new shape in agriculture. In the first place it includes a form
of contributory old age pension; in the second the co-operative insurance
society plays an essential part in the scheme; in the third, these societies
are formed with an equal representation of employers and employed.
Their joint committees, on which both parties are equally represented,
run particularly well in those districts of France where farms are small;
most labourers hope in time to become farmers, and class distinctions are
consequently fluid. These societies also provide for voluntary insurance
of themselves and their families by independent small farmers, and this
practice is growing, although such insurances are still principally com-
ing from those with large families or poor health or both, a socially desir-
able but actuarially disconcerting phase which it is hoped will not be
permanent. A final form of co-operative social insurance is perhaps
hardly an insurance, since the element of risk can scarcely be said to
enter in, but is a fully co-operative method of pooling the cost of family
allowances amongst the agricultural employers from whom these pay-
ments are due. It benefits the employers, since a farmer whose labourers
happen to be men with large families no longer has to bear a dispropor-
tionate addition to his wages bill, and it benefits the labourer, since with-
out some such pooling scheme the man with many children might find
it hard to get employment at all.

Another class to whom co-operative insurance has proved of value is
that of fishermen. The risks are here, by the nature of the occupation,
very considerable, but it has been found possible in different countries
to insure both the lives of fishermen and fishing vessels. Fishing gear,
especially nets, is subject to so high a wastage, and its loss is so difficult
to check that it has proved practically uninsurable.

Co-operative insurance of one type or another is widespread in the
world to-day. It occurs in some 35 countries and has taken shape in
150 national or at least large-scale organisations, of which the first a
livestock society, was founded in Denmark as long ago as 1812, Of these
100 are agricultural. This movement has taken its rise from pressing
necessity and the unsatisfactory character of the service offered by pri-
vate companies. Co-operative insurance has adequately fulfilled the
economic task for which it was created. But it has done more. As
Dr. Barou points out in the work to which reference has already been

\
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DIFFICULTIES AND DANGERS OF INTEGRATED SOCIETIES*
By

W. MackenziE Stevens, B.S.A.,, M.B.A,, Pa.D., C.P.A.

Fomerly Principal Organization Expert, Federal Farm Board (U.S.4.),
Adviser on Co-operation to the Natural Govt., of
the Republic of China.

Every Economic Project should be judged on its own merits.—
If all co-operative action is cenired in one organization, it is
relatively easy to persuade the general board to undertake new ventures
or new types of co-operation at the whim of anyone because finances
can be provided by a mere appropriation from the self-supporting acti-
vities already undertaken.

Suppose for example that a given society borrows money from
banking institutions with which to finance the credit needs of its mem-
bers, accepts savings deposits from its members, and markets the cotton
produced by its members. In such a society money is secured from
three sources: (1) Loans to members based upon unlimited liability
of the individuals in the group, or upon morigages on the land, crops,
or other property of members, (2) loans based on the collateral value
of the cotton or other commodity received from members, and (3)
savings of members. If a co-operative enthusiast suggests erecting a
building for members’ meetings, social fraternalization and housing
a co-operative store, there is little opposition to the program because
no one has to raise any money or make any immediate personal sacrifice
in order to approve transfer of the cash on hand in the co-operatives.
At this stage plenty of money is available, the members are enthusiastic
about the benefits derived from co-operation, they see themselves making
enormous savings in their personal expenses for groceries and other
household necessities, and they see in imagination a fine looking
structure for their co-operative activities which shall be a credit to the
community and the spirit of those associated together in the common
enterprise. Education of the community in plant-breeding or, patrio-
tism, development of weaving, spinning, and numerous other home

* This is in continuation of the article published in the last issue of the Indian
Co-operative Review (Vol. IV, No. 4) on Principles of Co-operative Organisation.
Right to reprint or republish all or part of the above articles is fully reserved to the
author, except for the authorization for publication in the Indian Co-operative
Review~—Ed. I.C.R.
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industries are likely to follow in similar manner because the money |
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autual problems, and that the social work of the community shall go
n. When one group of men come together at a considerable expense
» do something elaborately that is actually simple, however, at the cost
£ other members, the organization is not functioning efficiently as a
o-operative. The community social functions should be supported by
he community as a whole or by those who receive the benefit, not by
hose whose primary interest is some other economic activity such as
yorrowing money or marketing products.

Combination of several activities in one society tends to fill the
Jficials with an undue sense of importance and to cause them to incur
Al sorts of extravagant expenses that would be avoided if the objectives
»f each co-operative were simple and kept clearly in mind at all times.

This sort of thing is often justified by co-operative organizers as
¢ educational.” Actually it is the wrong kind of education. People
learn to co-operate by co-operating—not by listening to lectures on the
subject nor by discussing it at great length over wine cups. If simple
forms of co-operation are actually started that the members can manage,
the education gained is practical.

~ Speculative ventures should be segregated.—Men who have
had very little experience in large scale business enterprises
or in practical co-operative work in other countries are prone
to expect too much from co-operative organizations.  Co-operation
is looked upon as a panacea that will cure all ills in society. In this
belief elaborate co-operative projects are undertaken to engage in col-
lective farming, form co-operative communities entirely independent of
commercial middlemen or dealers of any type, attempt to obtain control
of the entire produce of a community and hold for higher prices, and
similar activities. The practical difficulties which those men face arise
from undue simplification of the problem. The problems of farming or
of the market are complex and cannot be solved merely by farming
collectively. Problems of price are not settled by such simple expedi-
ents as taking in all the produce at harvest and holding until later on
in the year. University graduates in subjects other than economics or
business seem prone to fall into this error of undue simplification of the
problem as easily as farmers or villagers.

If visionary projects were organized and financed on their merits,
very little difficulty would arise because financial institutions would
not give them the necessary support; for the effort to explain the ad-
vantages of visionary schemes against their obvious limitations would
tend to bring out the fallacies involved.

Visionary schemes now do a great deal of damage to the co-

operative movement because they are financed through borrowing upon
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competitive market where the forces of competent and free competition
can operate rather than in holding the product at a local point in the
hope that a speculative profit may be made from the difference between
harvest and late prices at the expense of local dealers who are assumed
to be monopolistic or incompetent.

Moreover, if local dealers do receive a high differential because of
their monopolistic position in a given local market at harvest, what is
the use in holding the grain until later months at the same places for
later sale to these same dealers ? Will not their monopolistic position
give these dealers the same differential later 2 The solution must be
transportation to a free market—not storage.

It is possible that a case may be made for holding staple products
in certain portions of China far removed from large markets when the
product produced is consumed within the local area and where dealers
in the product have learned to expect an undue margin for their services
in carrying the product seasonally. If it is possible to make a specu-
lative profit by holding seasonally, those who co-operatively enter into
such a project should do so with full knowledge of the speculative
possibilities involved ; and the whole marketing or credit co-operative
membership should not be forced to absorb the loss resulting from an
unprofitable speculative venture. Such a holding project should be
undertaken by a separate co-operative organization or by a separate
pool in which the members thoroughly understand the potential losses
involved. If the co-operative or the pool is profitable, those who engage
in it profit accordingly if the organization is separate; whereas if the
venture is disastrously unprofitable, members who are not inclined to
speculate will not have to bear the cost of the venture if the speculative
holding transaction is separately organized.

Summarizing, all co-operative ventures that include a strong specu-
lative element, that have not been tried thoroughly in other places and
proved practical, that are new or radical, or that are designed to im-
prove the whole status of the society on the panacea plan,—all such
enterprises should be organized and financed separately from the ordi-
nary marketing, supply, or credit society. The “integrated” or com-
plex society is in especial danger from this type of venture because it
is easy to finance such ventures from the common fund derived from
the combined credit, private resources, and products of members. If
a mistake is made in any of these ventures—and a mistake is almost
certain to be made by men inexperienced in such matters—the whole
co-operative movement is carried down to ruin in the whole area in
which such a co-operative operates. The social loss involved in such
a case is not only the destruction of co-operative spirit in the locality
involved ; for a considerable loss of capital also takes place that is borne
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principally by the most enlightened and most social-minded members
of the community. The personal tragedy is very great when one of
these radical bubbles bursts if the speculative venture is a vart of

integrated society. For when the losses are finally settled, the - atn
of the society that are available are seized to pay lenders; ,the saa imgs
in the thrift accounts of members are confiscated, the bal;nces dz:emtgs
members for products shipped to the association are lost, and the me :
bers may find themselves individually liable for large cla’ims against trl!;:

association held by those who have loaned mone .
to it—
faulty organization. v all because of

. Combined Producer-Consumer Co-operatives.—A  fascinati
o'b]fective of many co-operative leaders, especially those wu;i
l.nmted experience in operation of co-operative enterpri ,
is the formation of combined producer-consumer co-operatives PTE_GS};
shall handle all of the steps between the producer and the conW .
\yithout the use of other middlemen at all, the co-operative SUI:ﬂer
tion being jointly controlled by producers and consumers. ereames

A good example is the “ Milk Central” of Sweden, a federati £
co-operative milk marketing associations which has :antered i tcon ;
agr:eement with the Stockholm Consumers’ Co-operative Soc'mt0 ':n
which the latter takes all its supplies from the Milk Central T:eyM'lf
g‘enté‘al control,s ab(?ut two-thirds of the Stockholm supply <;f milk alns.
Mcielk ogsumers Society handles about 20 percent of the milk sold b,y the
Openhge?g-i;er clzi,n segtxi'::iemex;: the ('lrcilnsumers’ Society refrains frox;x

T ve shops. isi ini
opening additional competitive s}I:ops on ihlc)er;z;stmc:; :('1)'31; ciraining fl"OIT:
or a producers’ organization. seems to be found necess i Bamrers

. xist in the same i

avoid u e area, in ord

Toncy il;n;ecessary complications between the two agencies, Theeieto

(o] 4 . . . -
through to trhep l:(’)ilslzil;s org; r;lza'uons to carry their marketing clear
er and for the con ) .

their purchasi oy sumers’ organizations to

o purchasing organization clear back to the producer. In P
€ consumers co-operatives actuall . Some cases

. : 2 y operate certain types i

as 1sA';}11e case with the British co-operative wholesa}{z so(::fieﬂ::tatmm’
. .other er.(amx?le of producer-consumer co~operativ '

exists in the milk distribution in Minneapolis and St. P uf ‘arrangement

States. The Franklin Co-operative Creamery ot wrorper orited

ary in European

: a joi '
sumer co-operative, buys all of its milk from the i:*axlwo,r ker and con-
Milk Producers’ Association for that area ers’ Co-operative ;

Various other examples of this t
other parts of the world. A study of

ype of organization ma ‘
y be given in -\
these examples brings out cegi 4 ]
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verning principles : (1) co-operative handling of a large volume of pro- '
duction or operating over considerable areas are never jointly controlled
by producers and consumers in their details of operation. The producers
control their organization exclusively up to the point where the product
passes to the consumers’ organization ; thereafter control is exclusively
by the consumers’ organization for the entire distributive process. The
producers’ and the consumers’ co-operatives come together in an agree-
ment or in a third joint organization which the producers’ and the con-
sumers' co-operative groups jointly control. (2) Small organizations
such as co-operative tailoring shops may successfully bring together both
producers and consumers, but these do not generally develop on a large
scale.

It may seem strange to the uninitiated that combined producer-con-
sumer co-operatives are not more common than they are and that they
are of only these two types. There are good reasons for these facts
however, as will appear subsequently.

Opposed Interests of Producers and Consumers.—First it should be
recognized that the interests of the producer and of the consumer of any
given product or class of products are not the same (as is generally
supposed) but instead are fundamentally opposed. The producer wants
as high a price as possible for his product, to produce only those articles
which he can produce most effectively in accordance with his plant
and equipment, and to handle only the varieties of goods which he him-
self produces; whereas the consumer wants as low prices as possible
for the product, a wide range of selection, and a wide range of articles
handled, some of which may have to be obtained from other sources.

If the same co-operative organization has both types of members
with these opposed interests, either one group or the other will obtain
the ascendancy and the price consequently will be placed too high or
%00 low and the goods handled or the method of doing business will be
unsatisfactory to one group. The other group is then dissatisfied, or a
stalemate is reached in which nothing can be done to improve conditions
and in which neither group is satisfied.

"On the other hand if the producers are thoroughly organized as
co-operative producers with their own independent organization, if the
consumers are also independently organized as consumers the two co-

- operative organizations can negotiate with each other on a basis of rela-

tive equality to the satisfaction of both parties ; for if either side is dis-

* satisfied it can withdraw from a given agreement and enter into such
- relations as it desires with a private or co-operative organization con-
_ rolled by it. The producers’ co-operative can sell its product to private
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distributors for example or it can open its own ¢ i
::ilpszlalcin;ic‘: ht;) unc:lrganized consumers and cariyoii;ag;,:ﬁi:(;fozhtlﬁh
e o the pl:r 1}1\cer. .In like manner the consumers’ organizatioi
b o pays b o P -c ase directly from farmers who are not memb
perative if the consumers’ organization becomes dissal:;sf::;

This freedom of ei
ither a producers’
o his . or a consumers’ co- i
enablezrblr:ﬁ) alterr}atlvve arrangements whenever either is d'oper'agve
enables | (;)m orggmzatlons to successfully work together on alsiatl's e‘:
promise. In the co-operative fi i s
Pt eo perative field as in every other, it ;
y found that any party (whether producer or consgmer 21; slc: .
me

other agency) that obtains an
P 2 undue amount of power in negotiation is
0 dzring s}:c))l.Jse ’EI}}l?i’cs powe;,‘ fre‘quently perhaps without realizgin;agf; 112
g S0 T ccmcom 1n:’at10n of mutually independent producers’
Ay Sumers’ organizations in a joint agreement a ;
e and o erever attempt§ bave been made by law to ‘;01 .
s 2nd umers to work in the same organization, it h. roon
party or the other invariabl s been

consequent injustice and dissatisfaction to ot the ascendency with

the other.

Producers’ Suppli
pplies are not Consu ’
co-oper -onsumers’ Demands . — ;
perators frequently have a tendency to speak in glitteiril:g{penenc;d
genera i-

ties of joint
producer-consume
T CO- H .
each other’s products. operatives producing and utilising
(-]

It is not :

demand generally realized t -

producegdb;ih ‘;h;r (():((i)nsumers are not the same cohn?:n:)}clﬁticeosmtt(’dmes
in rural Chin Wherucers nor does demand coincide with suppl atEvare
demands such articlee conditions are relatively simple, the PCY- -
products which may Is1 :sbsalt, kerosene, matches, tobz:\cco a;?:lls u't'}‘ler
farmers are likely to ) ; prod.u ced in that community \,Nher " the
commodity., While Som}:;rofu}cle rice, or wheat, or some ’other Zas t}f;?
community can be distribc; tt:decgfd;dts' w}lniCh' are produced in thz Pif)lca\i
generally found that the consumerspw}?oIZEert:rf];ng f)cf) tclsc?s s, it is
co-operative

group cannot take but g ortion o
: small pro i
: . proportion of the crops produced by the

gﬁﬁfﬁ are.abcllebto supply only a imi perative pro-
equire
and congumers LZ ;};e consumers. A joint organization of b ‘glpes o pro-
because it either fai?:iquenﬂ% likely to be unsatisfactory tg bol:;Oducers
. 0 supply the prod groups
fail i . products th
ils to provide a sufficient outlet for the producisCZ;l Stl}llmers ‘;V o or it
If urban . ) € producers,
the systom thgroups with a still larger variety of wants .
» the percentage of the products demanded by ?}f included in
e Consumars’
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roups which can be supplied from neighbouring producers becomes
ill less. If the farmers have their own co-operative marketing asso-
iation that can find outlets wherever they may exist, it may easily
egotiate to supply the consumers’ organization at the current wholesale
rice ; and in like manner the consumers’ co-operative can purchase its
equirements as cheaply as possible wherever it may, buying by prefer-
nce the things which the producers’ co-operative produces from that
roducers’ co-operative, whenever the price of the latter is no higher
han the same commodities can be obtained for from other suppliers.

Supply and Demand at different periods.—Another difficulty in
nost producer-consumer arrangements lies in the fact that the crop or
sroduct is produced within a limited season while it is consumed over a
sonsiderably longer period. Rice and wheat for example are harvested
juring one or two months, whereas the consumer needs to have them
sver a period of a year. If the commodity is stored for a long period of
time, who is to pay the costs of this storage, the interest on the money
borrowed on the commodity, shrinkage, risk of loss, and deterioration
due to rats or other vermin, fungus growth, and insect pests ? Theore-
tically it might be possible to divide these costs in some way between
the producers and consumers, but in practice this is found to be very
difficult because individual consumers wish only a limited guantity of
the product and wish it distributed throughout the year in small amounts
for each person and do not wish to pay for it (and do not have the
money in fact) until they are ready to consume it. Producers on the
other hand need the money at harvest time, they produce in rela-
tively large quantities for each producer, and they would not wish to take
many risks merely in order to sell to co-operative consumers when they
might sell the product to private organizations, wholesalers or retail
shops, immediately for almost as large a price as they would receive
from the consumers.

The producers’ organizations cannot afford to carry the grain or other
commodity produced for a long period of time unless the consumers pay
enough for the commodity to compensate for the costs of carrying the
commodity and the risks involved. The consumers on the other hand
are interested in lower prices, not in higher prices. This difficulty in
itself prevents many joint producer-consumer organizations.

A few commodities are both produced and consumed throughout the
year, such as fresh milk. Here lies the reason why a number of joint
producer-consumer arrangements have been established for the market~

- ing of milk. The relative evenness of both production and consumption of

fresh milk permits establishments of jointly controlled agencies ; but

-even here the producers and the consumers need to be independently

4
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organized co-operatively as previously described. Joint producer-con-
sumer co-operatives in most products have to meet all of the other diffi-
culties previously mentioned and in addition this one of how to carry
products from the time of harvest till the time of consumption.

Special Cases where interests of opposed classes may be har-
monized.—A few special cases exist where it may be possible to bring
the producers and the consumers into the same organization, such as in
tailoring or garment making, where the producers’ co-operative facili-
tates the entrance of consumer members into the organization in order
to furnish a steady market for the product of the co-
haps also to supply a portion of the capital.

tive is likely to be operated in practice primarily for the benefit of the
producer members, and only such concessions are made to consumers

as is necessary to secure their whole-hearted support and patronage of
the organization.

Very few cases of this type of co-operation have ever
been tried and this method can only be used where the advantage of a
steady market and elimination of selling and sellin

g costs enables the
consumers either (1) to save a material proportion of the cost they
would ordinarily pay, or (2) to obtain a better or more satisfactory
product at the same price.

operative and per-
In such a case the co-opera-

In China there is probably an unusual opportunity for producers and
consumers of specific products that are bo

ught in relatively large amounts
at one time (such as garments, handicraft work) to come together in
joint organizations because by

so doing certain adulterations, deceits,
and other abuses of private producers

may be avoided with the result
that a consumer may be willing to pay more for the product of the co-
operative society than he ordinarily would be willing to pay because
of his assurance of higher quality. In such case the consumer obtaing
the benefit of this higher quality and the producer gets the full benefit
of the assurance which a co-operative form of organization provides.

co-operative between producer and consumer members., The same
objectives can be obtained on a workable basis by organizing the pro-
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i irs, and
into their own co-operative and the consumers into 1;1:11;,1‘ e
duce:Smg for negotiation between the two independent ageéls > for O
?rrzsfger of such articles as it is mutually advantageous to buy
ra

i i -operative
i i lties involved, Chinese co-ope t
iew of the practical difficu C v
dIn VI}Tould not waste energy and funds att'emptmg to -de:,izlr?sp 1-31 ot
lea ers Stions at this time (except where handlgraft orgamTa o
or%am'ZSIe) . but they should devote their attention to d(;eve gp;nxglsmners
i si ; .
i:to Egerative organizations of producerfjl on the o;l::ivhear;rr:::gements ers
; formed, ‘co-oper
other. When these are , s can
zn ;:sily and practically established between the two types of co-op
e
tives.
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Introduction.—“Co-operative Movement

Mr. Rothf “ i
Whi(:hoit }T:’t n;us; fhape itself largely according to the material with
which it has eoxpf:s; Thtus Co-operation, though it has almost the
, Must assume some-what i
: : varying forms i
1:la’cthe. Imla‘;1on§1 character and the economic circumstances whic;c‘;irdfcﬁg
) inerlz or its self-expression. Co-operation is primarily a methed ef
whici i:x;;xxse:z,dzzr;;l asE such thit changes with the form of materialowi::)h
. Even though the scope of ion i
e ' pe of co-operation is th ir
princ;flezcor;onuc exchfmge', the practical limit to the operati:)ne :fn t'clll;e
nelple o c?-operatlon is fixed from day-to-day by the i ;
and social attainments of the people who make use osff it ® tntellestual
Side by side with .
supply of res i ists i
throueh the madim e - ources 1o agriculturists in cash

t : . ociety, as earl
in this province to organise socie oy b tempts were made

: ! ties doing business in i
i:l;fil tI}:a;cs t:e necessity for supply of grain to fannergsrzvl:s eI tu‘a".illas
ot s Egiatter of every day experience that an agricultugist 'y
s o car less at harvest time, precisely when the sowea: IS
helther S nor .careless. Unfortunately as grain lends i s
vy to wastage which no book-keeping can get over as its cﬁielf ':fl
, wi

cash, these small societie
s could not make head
way and consequenﬂy
:

their progress was both slow and halting

o 1ih the passing of the Act of 1912
ion in Agricult )
activitiesgof Soci.t’fte. by H. W. Wolff, it became possible to incre th
of geein :: les In new fields. In 1913 the storage of fami ase ;
was attempted. The organisati . ine fun
.. . on of dairies
Th(i1 directions, however, in which some real progressWaS undertaken.
seed-storage, manure-purchase, sale of agricul was made were

. . t i
of jaggery. Owing, however, to the all pelt'vl:\lc‘;ll Mt o4 sele

country the societies for purch . Ing .illiteracy in this
presented more initial dili)ﬁcult?:se Zfl(;n :ij;?ise; nrill sposal of produce
Zx.m'th.em. Thesg societies, besides, require adequa::efucaé)able men to
tl’1lsec1.plm'e on their me.:mbers. Members must possess Sufﬁn_ s and impose
: 1nst1t}1tlon and bind themselves to exclusive deal; clent losfalty to
this province a beginning in the matter of supply of a;rgiiu‘;;llt?allt' n
requi.

» as a living organism,” says

and the publication Co-operq-
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sites like implements, seeds and manure etc. was made through well-
established agricultural credit societies. In areas, for instance, like
Dharwar, Broach and Satara, where the agricultural credit societies
had built up their business, it became possible to enlarge the scope of
their activities. In addition to supply of credit, these societies under-
took supply of improved seed, manure and implements.

Manure, Machinery, Implements and Seed Societies.—Soon after,
separate societies for supply of manure, seeds and implements were
organised. The progress of these societies was slow. It became soon
evident that the organisation of agricultural non-credit business re-
quired a wider area. Small societies either for supply of manure, seed
or implements with an area of one village afforded little chance of real
success and showed no signs of increase. The total number of machi-
nery and implement societies in this Province as at the end of the Co-
operative year 1937 was 24, the total membership was 982 and sales to
the extent of Rs. 3,896 were effected during the year. These societies
earned profits to the extent of Rs. 2,983 and a commission of Rs. 519
was earned. Similarly, during the same year, the total number of
manure societies was 15 having a membership of 748, These societies
sold different manures such as oil-cakes, fish, bone-meal etc. of the ag-
gregate value of Rs. 1,92,526.

Supply by Sale Societies.—This valuable work of supply of agri-
cultural requisites was also undertaken by sale societies and
the branches of the Bombay Provincial Co-operative Bank. Sale
societies in particular have taken the lead in this question, and most of
them are still doing very valuable work in this matter.

Divisional Boards of Agriculture and Co-operation—The Bombay
Government Press Note issued in 1921 regarding the constitution of six
Divisional Boards for six parts of the Province with a view to bring
about the co-ordination of the Agriculture and Co-operative Depart-
ments hastened propaganda work of the Agriculture Department
through co-operative societies and their Unions. This established for
the first time, at any rate officially, the fact that the co-operative socie-
ties are the best vehicles for the spread of agricultural improvements
to the masses in the area. This close co-ordination of the two Depart-
ments was very helpful to the progress of non-credit co-operation.
These Divisional Boards were in turn to be responsible to the Director
of Agriculture and the Registrar of Co-operative Societies sitting to-
gether in a Joint Board for the Province. Each Board was to consist of
two officials and four non-officials, two of whom represent the co-opera-
tive movement and two the representatives of agriculturists. The Divi-
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sional Boards ha\fe control over grants for loans and discretionary agri
cultural grants leen either to the Director of Agriculture or th yR g'l-
trar of Co-operative Societies. These, besides, were to work ihrsﬁlgs}-x

Taluka Development Committ ini
ees obtainin ; .
fieldman from the Government. g a subvention and trained

Taluka Development Associati
ciations.—The Taluka D
» . 3 e
Associations were constituted under a Resolution of the G:jlzmen:
en

of Bombay in 1922 and they are bodies registered under the Co

tive Societies Act. -opera-
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of these Associations have purchased premium bulls and given them to
agriculturists to popularize the breeding of better type of cattle. These
Associations thus provide a suitable machinery for the promotion of
rural uplift. The total number of such Associations as on 30th June
1937 was 103 with a membership of 36,603 individuals and 635 societies.
Experience, however, shows that what is needed now is a still further
co-ordination between these Associations and credit societies.  This
need for closer co-ordination has led to the evolution of the credit socie-
ties with wider objects.

Agricultural requisites Supply Societies.—The old machinery and
implements, seed, and manure societies have also undergone an evolu-
tion. These societies are now remodelled with a view to give sufficient
scope for better management. These societies now undertake supply of
all requisites required by agriculturists who are members of
such societies. In this connection the Agricultural Socie-
ties in Ahmednagar District deserve special mention. The old Shev-
gaon Implement society is now re-modelled as ‘ The Shevgaon Newasa
Agricultural Requisites Supply and Sale Society. The constitution of
the society is simple. It is of course an institution built on share capi-
tal with its liability limited to the unpaid value of shares. Individuals
and societies are both allowed to become members. The area of opera-
tion is fairly wide as it comprises two talukas. Business is not confined
merely to the supply of seed or supply of implements. It is to under-
take supply of all agricultural requirements. The by-laws provide for
opening of depots and appointment of local sub-committees for busi-
ness. The most important step in advance taken by the society is the
recognition of two classes of membership. The society provides for a
nominal membership on payment of Re. 1 to its customers. This class
of members cannot participate in the working of the society, but the
by-laws are applicable to them also. The society is making steady pro-
gress. Another very good society in the same District is the Pathardi
Mahal Implement Society. The following statistics indicate the pro-
gress achieved by the two societies : —
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Shevgaon Newagy Pathardi
Perticulars Agrl. Requisites Mahal
. Supply & Sale Implement
saciety. Society
Date of Registration 11919, :
Number of members.— o o398
Individuals 80
Societies 15
Ploughs owned — 95 Individuals 94
Depots 2 20
Persons who took advantage of B ° -
the ploughs
Villages do. o, l’igo _
Amount of rent received Rs 3412 -
Last rate of Dividend ey R, 289
Share capital 488; B 1 pe
Reserve Fund ) ' v 2160
Other Funds ” g,::; n 5783
» 3 » 1,380
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however, crystallised round the fact that these societies have not yielded
results proporticnate to the efforts made, and that time has now come to
broaden the basis of the primary unit. It is acknowledged that the
business of the primary credit societies should be so enlarged as to
enable them to cater to as many needs of their members as possible.
This opinion is held by the Agricultural Credit Department of the
Reserve Bank of India, and endorsed in the Joint Report submitted to
the Government of Bombay by the Registrar and Mr. V. L. Mehta.
The Government of Bombay also have accepted this recommendation
and ordered that it should be implemented in an experimental way.
The main objects of an agricultural credit society are to educate its
members in the value and use of money and to dispense controlled
credit to them. It was, however, found difficult to achieve these objects
when credit was divorced from supply and sale.

Multi-Purpose Societies.—Multi-purpose societies are societies,
which side by side with supply of credit to their members also under-
take supply of requisites and sale of produce. The objects of multi-
purpose societies are, therefore, kept wide so as to include supply and
sale. They aim at providing short-term finance required by members for
their normal cultivation needs. They are also intended to provide, to
a limited extent, intermediate-term finance required by members. These
societies would also make advances against their members’ agricultural
produce. The most important feature, however, is that in addition to the
provision of credit the society aims at supplying such agricultural
requisites to members as seed, manures, feeding stuffs etc., and also
domestic and other requisites to members and at organising arrange-
ments for sale of their produce. These societies are regarded as a
further stage in the evolution of the agricultural credit societies. These
societies, besides, are helpmates of ordinary credit societies wherever
possible. The bylaws, therefore, provide that members of agricultural
credit societies working in the area of operation of a multi-purpose
society can take advantage of the service of the latter.

Joint-Farming Societies.—Another further step is the formation of
Joint-Farming Societies. There is a consensus of opinion now that the
formation of co-operative joint farming societies would go a long way
not only in increasing the profits of agriculture but would also be helpful
in reducing industrial unemployment. In Europe, and especially in
Italy, these societies achieved remarkable success in these spheres and
greatly eliminated the profiteering middlemen. The potentialities of
joint-farming societies are very great and the Government of Bombay
have expressed their willingness to give preference to joint-farming
socleties while disposing of available substantial blocks of waste-land
suitable for cultivation. The main objects of these societies are:—

; 5
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AGRARIAN LEGISLATION IN THE PUNJAB

By

Kuan Mouammap Basuir Aumap Kuan, MA,, LL.B.,, MR.AS,,
Honorary Secretary, All-India Co-operative Institutes’ Association

“ Princes and Lords may flourish or may fade ;
A word can mar them as a word hath made ;
But a bold peasantry, their country’s pride ;
When once destroyed can never be supplied .

—GOLDSMITH.

Introduction.—The Punjab Legislative Assembly has passed certain
agrarian laws in its Summer Session held at Simla in June, and July,
1938 and in' its Winter Session held at Lahore in November, 1938 and
January, 1939.

The underlying central idea of all these bills is to improve the econo-
mic condition of the agriculturists. These bills are commonly known
as “ The Punjab Agrarian Bills.” The agriculturists of the Province have
hailed these bills as “ The Golden Bills,” and some of the non-agricul-
turists have styled them as “ The Black Bills.”

These enactments are as follows : — (1) The Punjab Registration of
Money-lenders Act, 1938 (Punjab Act III of 1938) ; (2) The Punjab
Restitution of Mortgaged Lands Act, 1938 (Punjab Act IV of 1938) ; (3)
The Punjab Alienation of Land (Second Amendment Bill), (Bill No. 9
of 1938); (4) The Punjab Alienation of Land (Third Amendment) Act,
1938. (Punjab Act V of 1938); (5) The Punjab Alienation of Land
(Fourth Amendment) Bill (Bill No. 24 of 1938). A dispassionate critical
examination of the main provisicns of each enactment separately will help
in understanding the true significance of this new and important
legislation. '

I will first take up “ The Punjab Registration of Money-lenders’
Act,” as it is of general interest. In respect of its agricultural indebted-
ness, the Punjab occupies a position of distinction—of course, not en-
viable—among the Indian Provinces. Owing to the agricultural pros-
perity of the Punjab, its countryside has provided for the money-lender
a peculiarly tempting and profitable field of activity in the past 60 or 70
years. It has been calculated that, with a population of less than one-
tenth of the total population of British India, the Punjab—practically
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accounts are subject to audit by a certificated auditor under the Indian
Companies Act, 1913 ;

(vi) & loan advanced by a trader to a trader, in the regular course of business,
in accordance with trade usage;

(vii) an advance made on the basis of a negotiable instrument as defined in the
Negotiable Instruments Act, 1881, other than a promissory note.

It is apparent from the above that advances, even though yielding
interest, made by one trader to another in the regular course of busi-
ness and in accordance with trade usage and advances by or to the Cen-
tral or Provincial Government or a local body or a bank, co-operative
society, public company or registered society are excluded from the pro-
visions of this Act. So are advances made by a landlord to his tenant
for purposes of husbandry, provided they do not carry interest.

Money-lender.—Money lender’ means a person, or a firm carrying
on the business of advancing loans as defined in this Act, and shall include
the legal representatives and the successors-in-interest whether by in-
heritance, assignment or otherwise, of such person or firm; provided that
nothing in this definition shall apply to—

(a) a person who is the legal representative or is by inheritance the successor-

in-interest of the estate of a deceased money-lender togéther with all his
rights and liabilities ; provided that such person only—

(i) winds up the estate of such money-lender;
(ii) realises outstanding loans ;
(iii) does not renew any existing loan, nor advances any fresh loan;
(b) a bona fide assignment by a money-lender of a single loan to any one other
than the wife or husband of such assignor, as the case may be, or any per-
son, who is descended from a common grandfather of the assignor.

If a mohey-lender dies leaving outstanding loans due to him, it is
not necessary for his son or legal heir to obtain a license merely for
the purpose of realising those loans, if he does not wish to set himself up
as a professional money-lender.

vTrader.—‘Trader’ means a person who in the regular course of
business, buys and sells goods or other property, whether movable or im-
moveable, and shall include—

A wholesale or a retail merchant, a commission agent, a broker, a
manufacturer, a contractor and a factory owner, but shall not include a
person who sells only his own agricultural produce or cattle, or buys
agricultural produce or cattle for his own use.

Suits and applications.—The Act provides that if any money-lender

‘. wants to institute a suit for the recovery of a loan or to apply for the
" execution of a decree relating to a loan, he must be registered and
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licensed. If he is not registered and licensed, his suit or application will
be dismissed. Therefore it is clear that the central provision of this Act
is that, except in certain special circumstances, a money-lender, whether
belonging to a statutory agricultural or a non-agricultural class, who is
not registered as a money-lender and does not hold a valid license, will
receive no help from the law courts in recovering a loan bearing interest.
If he cannot prove that he is a registered money lender and holds a

license, his suit for the recovery of a loan or his application for the exe-
cution of a decree shall be dismissed.

It may be noted that both the conditions—registration and licensing
—are necessary in order to successfully institute a suit. Registration in
itself is not enough. The holding of a valid license, in addition to re-
gistration, is also essential. An obvious effect of this main provision will
be that the so-called “casual” money-lender who does money-lending

as an occasional or subsidiary business, will either have to obtain a regu-
lar license or cease the trade.

‘Registraﬁon of money-lenders.—If any person wants to carry on the
bysmess of money-lending as a regular profession, it is necessary for
him to apply for registration of his name to the collector of the district
It is obligatory on the Collector to register his name on payment of a fet;
of Rs. 5. The Collector has no authority to refuse to register the name.

Licensing of Money-lenders.—Every money-lender may apply to the
Collector for a licence. The Collector must grant the license. Th
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cular form and on certain specified conditions. License’ fee will lpa bl-
charged, the amount of which will be prescribed by the Gov et
The l‘ic.:ense will be renewable. If a money-lender who has fulﬁl:(rlu‘?}fnt'
cond.ltlons only avoids committing certain offences, he will continu T
receive from the law courts the same assistance as at present in re o
ing his loan. The new Act will not affect his business in any WaCOVEr-

This is a point which should be carefull 4

d
as well as the general public. § noted by the money-lenders

It is only when a mone
: : ' y-lende i
certain acts or is guilty of certain omissions after the ommits

this Act that a penalty is to be imposed on him,

commencement of
cancellation of his license.

the penalty being the

Reasons for cancelling the License.—Section
the grounds for the cancellation of a license. It

6 of the Act specifies
may be quoted here:

Is very important and
“ A licence may be cancelled by the Collect
period as may be specified by him, if after th: :zrr?;i:? st be renewed for such

i R eme
lender commits an act or is guilty of an omission with refer:;:: :}oﬁ?w:ic %1 ahemoney-
c

AGRARIAN LEGISLATION IN THE PUNJAB 39

(i) has been held by a Court to have contravened the provisions of section 3 of
the Punjab Regulation of Accounts Act, in more than two suits ;

(i) has had his suit dismissed, in whole or in part, under section 37 of the
Punjzb Relief of Indebtedness Act; )

(iii) has had his suit dismissed with a finding that he has made dishonestly o¢
fraudulently, a material alteration in any document relating to a loan;

(iv) has had kis suit dismissed with a finding that it is fraudulent ;

(v) has been found by a Court to have charged higher rates of interest than
those prescribed under section 5 of the Punjab Relief of Indebtedness
Act in more than one suit;

(vi) has been found guilty by a Court of forgery or cheating in respect of a
money transaction:

Provided that the Collector shall not cancel a licence until the pres-
cribed period of appeal, revision or review, as the case may be, has ex-

pired; or in case of appeal, revision or review the appeal, revision or
review has been finally decided.”

According to this Section there are six grounds for which the licence
may be cancelled. (1) The first is that the money-lender may have been
guilty of the act of commission or omission under the provisions of Sec-
tion 3 of the Punjab Regulation of Accounts Act, in more than two suits.
Section 3 provides that it is necessary for a creditor to

(a) regularly record and maintain an account of each debtor separately, of all
transactions relating to any loan advanced to that debtor in the manner
prescribed by the Government;

(b) furnish each debtor every six months on 30th June and 31st December
within two months from these dates, a statement of account of any balance

or amount that may be outstanding against such debtor. This statement
should show the principal and interest separately.

It is not obligatory on the person to whom the statement of account
is sent to acknowledge or deny its correctness and his failure to protest

shall not, by itself be deemed to be an omission of correctness of the
account.

Two important points may be mentioned here. Before the license
can be called under clause (i), the money-lender must be held guilty by
a competent Court after regular trial. The guilt must have been proved

. in more than two suits. This means that the license cannot be cancelled

even though the money-lender may have committed the guilt for Aess
than three times. It is essential that to take action against him, he must
have been found guilty in more than two suits. :

(2) 'The second reason for the cancellation of the license of a
money lender is that his suit must have been dismissed, in whole or in
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of appeal, review or revision has expired. This provision amply safe-
guards the legitimate interests of the money-lenders and gives them full
opportunity to take advantage of the facilities provided by the law.

It will be observed that the license can only be cancelled, if a money-
lender persistently defaults in furnishing statements of accounts to his
clients or is found by a court of law to be guilty of certain grave offences.
It will be noticed that in the case of certain offences no liability will be
incurred by the money-lender for a first default, and in some cases even
for a second lapse. Moreover, no penalty can be imposed unless there is
a definite judicial pronouncement to the effect that one or more of the
offences enumerated above have been committed. It has not been left
to the Collector to judge whether a money-lender has or has not been
guilty of those sins which render his license liable to cancellation. The
findings of the law-courts are needed before the Collector can take action.

The Act has no retrospective effect. It does not punish a money-
lender retrospectively for past sins of commission and omission, but only
for prospective ones and, in the case of certain sins, not until they have
been repeated at least twice or in certain cases, thrice.

Effect of Cancellation of License—When the license of a money-
lender is cancelled, his name will be struck off the register maintained
at the office of the Collector for the registration of money lenders. The
net effect of the cancellation of a money-lender’s license will be that if,
during the period for which it has been cancelled, he files a suit for the
recovery of a loan or applies for the execution of a decree, the suit or
the application shall be dismissed. Any suit or application that may be
pending in a court on the date of the cancellation of the license will,
however, not be effected.

It is conceivable that the money-lender may actually lose nothing
at all through the cancellation of his license. He may only have to
wait until the period of cancellation has expired, when he can obtain a
fresh license and file suits for the recovery of outstanding loans or
apply for the execution of outstanding decrees. The cancellation of his
license may thus only mean some delay in his programme of litigation.

It is, however, also conceivable that some or all of his outstanding
loans may become time-barred during the period for which he has been
“ non-suited,” that is, rendered incapable of suing successfully owing to
the cancellation of his license.

The Act has a safeguard against this contingency. It provides that
a money-lender whose license has been cancelled may apply to the
Commissioner to grant him a special certificate. The Commissioner may

6
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THE PUNJAB RESTITUTION OF MORTGAGED LANDS
ACT, 1938

Received the assent of His Excellency the Governor on the
1st September, 1938.

Object—The Act provides for the restitution of lands on which a
mortgage subsists, which was effected prior to 8th June, 1901. Accord-
ing to the Statement of Objects and Reasons

“ 2 number of mortgages of land made by members of agricultural tribes before
the 8th June, 1901, ie., the date on which the Punjab Alienation of Land Act,
1900, came .into force, are still in existence, in spite of the fact that the
mortgage money has been realised many times over from the profits of the
land. The Bill is intended to make provision for the termination of such
mortgages, on payment of reasonable compensation, where necessary and for
the restitution of the possession of the land mortgaged.”

Land.—The definition of ‘land’ under this Act is extensive and
important. According to section 3, ‘Land’ means land which is not
occupied as the site of any building in a town or village and is occupied
or let for agricultural purposes or for purposes subservient to agricul-
ture or for pasture, and includes:—

(a) the sites of buildings and other structures on such land ;

(b) a share in the profits of an estate or holding ;

(c) any dues or any fixed percentage of the land revenue payable by an inferfor
land-owner to a superior land-owner ;

(d) a right to receive rent;

(e) any right to water enjoyed by the owner or occupier of land as such;

(f) any right of occupancy ; and

(g) all trees standing on such land.

Petition for Restitution—A mortgagor to whose land this Act
applies may at any time present a petition to the collector praying for
the restitution of the land mortgaged. If the Collector is satisfied that
the mortgagee has enjoyed benefits equal to twice the amount of the
principal sum originally advanced under the mortgage he shall order
the extinguishing of the mortgage and put the mortgagor in possession
of the land.

Compensation.—If, however, the mortgagee has not derived benefit
equal to twice the amount advanced he will be paid compensation at the
rate not exceeding the following scale : —

(i) thirty times the land revenue assessed if the mortgagee has
been in possession for a period exceeding thirty years but
not exceeding forty years;
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turists. This objection requires no elaborate arguments to refute it. It
will suffice to quote just a few figures in this connection. The Punjab is
predominantly a province of small peasant proprietors. There are about
36 lakhs of land owners in the Punjab. Of these there are only 13, who
pay more than Rs. 10,000 in land revenue; 775 pay Rs. 1,000 or more each
and 1,825 pay between Rs. 500 and Rs. 1,000. Thus the total number
of land-owners who pay more than Rs. 500 in land revenue is only 2,613
or one in every 1,400. The income of an agriculturist who pays Rs. 1,000
land revenue, after deducting this amount, is no more than Rs. 3,000
per annum. And if we divide it by 5, which according to the last census
is the average size of a family in the Punjab, the income per head would
amount to only Rs. 600 per annum or Rs, 50 per mensem. On the same
basis, the income of an agriculturist who pays Rs. 500 in land revenue,
when spread over the family, is no more than Rs. 25 per month per
head. Can a person whose average income is Rs. 25 a month be reason-
ably described as a rich man. But if for the sake of argument it may be
accepted that those who pay Rs. 500 as land revenue are rich men, even
then the contention that this measuye is meant to benefit only the more
affluent agriculturists holds no water. As already stated, the number of
such agriculturists is only 2613 in a total of 36 lakhs land owners. These
facts make it abundantly clear that this objection has no substance what-
ever and is meant merely to mislead the ignorant mass.

In the words of the Premier “ the roison d’étre of this Act is that it
seeks to restore land to those people who are landless, who are dying of
hunger, who have got no other means of livelihood. This Act seeks to
restore to them their own property from which other people have benefit-
ed, not for one decade but for several decades. There is not likely to
be single instance of a mortgage where less than 800 per cent interest
in addition to the capital has been earned by the mortgagees. There
would be a large majority of cases where 800 per cent must have been
earned by the mortgagees.”

This measure is expected to provide facilities for 306,738 mortgagors
to redeem 756,131 acres of mortgaged lands.

THE PUNJAB ALIENATION OF LAND ACT, 1900

The Punjab Alienation of Land Act came into force from the 8th
June, 1901.

A brief description of the origin, history and salient features of
this Act will serve as a useful background for a complete realisation
of the aims and objects of the new amendments made to it.

The Punjab is essentially an agricultural country one half of which
is owned and tilled by peasant land-owners. There are a few large
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Restrictions on sales.—There are no restrictions on the purchase of
land but only on its sale. The sale by a member of an agricultural tribe
to anyone not belonging to such a tribe in the same district requires
the sanction of the Deputy Commissioner. In the Punjab the peasant
of to-day regards the Land Alienation Act as the Magna Charta of his
freedom. “The main object of the Act,” remarks Mr. Darling in his
Punjab Peasant, “ was to prevent the small peasant proprietor, being
expropriated by the village money-lender, in whose hands he was then
as wax ; and on the whole it has succeeded so well that he regards it
as the charter of his rights.”

Spirit of the Act.—The real object of the Land Alienation Act was
not only to see that the agricultural classes or proprietory classes were
not expropriated out of their land and livelihood, but there was some-
thing bigger and further in their views when the Act was mooted and
eventually passed. If those classes, who have got no other livelihood
except their land, are exploited and if they are expropriated of their
land, time might come when those people, who are full of energy and
martial spirit, would not only be a danger to the peace of the province,
but a real menace to those very classes who tried to exploit them. That
reason holds good to-day. Therefore it is absolutely necessary that the
Government should see that the Act, in its spirit and letter, is not flouted
by dishonest and fraudulent people.

THE PUNJAB ALIENATION OF LAND
(FIRST AMENDMENT) ACT.

The first amendment to the Punjab Alienation of Land Act, after the
introduction of Provincial Autonomy, was passed in April, 1938. 'This
prohibits agricultural land being put to destructive use by a mortgagee
or lessee without the consent of the owner, so that the value of the land
for purposes of agriculture may not be destroyed or permanently injur-
ed. It also removes ambiguity regarding the period for which temporary
alienation of land belonging to a statutory agriculturist judgment debtor
can be ordered by a civil court. For this purpose it provides that, when
there are more orders than one from a court directing the temporary
alienation of land of an agriculturist, the total period of aliena-
tion under these orders shall not exceed a maximum period of 20 years.

Land Barons not Swallowing small Proprietors.—It is persistently
alleged in certain quarters that, as a result of the working of the Punjab

. Alienation of Land Act, big landlords are buying up small landholders.

It $s, however, easy to see that the allegation, despite its persistency, has
no foundation in fact.
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THE PUNJAB ALIENATION OF LAND
(SECOND AMENDMENT) BILL, BENAMI TRANSACTIONS.

Objects.—According to the Statement of Objects and Reasons, the
main purpose of this legislation is “to prevent fraudulant transactions
and to secure that a benami transfer intended to evade the provision of
the Punjab Alienation of Land Act can be reversed in all cases.”

The new Section 13-A (1) reads as follows: —

“13-A (1). When a sale, exchange, gift, will, mortgage, lease or form purports
to be made either before or after the commencement of the Punjab Alienation
of Land (Second Amendment) Act, 1938 by a member of an agricultural
tribe to a member of the same agricultural tribe or of a tribe in the same
group, but the effect of the transaction is to pass the beneficial interest to
a person who is not a member of the same tribe or of a tribe in the same
group, the transaction shall be void for all purposes, and the alienor shall be
entitled to possession of the land so alienated, not withstanding the fact that
he may have himself intended to evade the provisions of this Act.

Explanation :—Any alienation made in consequence of a transaction rendered
void by this sub-section shall also be deemed void for all purposes.”

According to the Alienation Act, an agriculturist cannot alienate his
land to a non-agriculturist. But an agriculturist may be prepared to
accommodate a non-agriculturist by purchasing the land himself and
passing on its benefits to the non-agriculturist. This is in violation of the
provisions of that Act. This clause is meant to prevent this mischief.
The underlying idea of this law is to nullify certain sales and mortgages
of land which were effected in contravention of the intention of the
Punjab Alienation of Land Act of 1900. In the words of the Premier
“ this measure is intended to make the dishonest people honest and to
save the millions of poor and distressed peasants who till now have been

crying in wilderness.”

1t is believed on the basis of official enquiries, that in most cases the
land acquired by a non-agriculturist through the agency of an agricul-
turist dummy has not been subject to subsequent transfers. The reasons
for this are not far to seek. The non-agriculturist, in most cases a
money-lender, has prized his acquisition so much that he has been loth
to part with it. Agricultural land might never come in his way again.
He might not be able to find another trustworthy dummy of benamidar.
For these or other reasons he did not care to pass the land to others.

Amount of Benami transactions not known.—It is not known how
much land has been transferred under Benami transactions. According
to the enquiries which have been made by the Government in some
selected areas, it was found that in one tahsil alone benami mortgages

7
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passed through the hands of one purchaser after another, the last man
in possession will alone be entitled to benefit from the provision regard-
ing compensation, each of the intermediaries having already compen-
sated himself by selling the land to the next man. No compensation
will, however, be allowed in cases in which the last transfer takes place
after 20th June, 1938.

Deputy Commissioners to decide questions of Tribe.—One object of
this law is that certain defects which had arisen as to the interference of
the civil courts in the decision regarding the castes of the people who
were affected by the Alienation Act may be removed. It was consider--
ed that this matter was to be decided by the Deputy Commissioner in his
capacity as revenue officer and the Financial Commissioner also con-
sidered that it was only the Deputy Commissioner who had to decide this
question. But it so happened that in certain cases people went to the
civil courts and the civil courts decided that they were not bound by the
decision of the Deputy Commissioner in this matter. These matters
were taken up to the High Court in review and revision and the decision
of the Judges of the High Court was that the civil courts had the right to
decide this question on their own motion. As there was a conflict of
opinion in this matter, the Government had to consider whether it was
right to allow the civil courts to decide this question or whether to
finally set at rest doubts that had been raised by the judgment of the
High Court and finally fix the Deputy Commissioner as the authority
who was to decide this question. As a result this provision has been
made in the bill.

Jurisdiction of Civil Courts.—If a question or doubt should arise as
to whether a person is or is not a member of a notified agricultural tribe
within the meaning of the Alienation Act, who will decide it ? Hitherto
the civil courts have exercised the right of finally deciding such a ques-
tion. Tt is not uncommon that the decisions of civil courts in the matter
of a grant of declaration of status to an individual in any particular tribe
are inconsistent with the findings of the Deputy Commissioner, thus
creating embarrassing situations. It is now proposed in the present Bill
that it will be within the exclusive jurisdiction of the Deputy Commis-
sioner to decide such questions subject to the appellate authority of the
Commissioner and the Financial Commissioner. The Deputy Commis-
sioner, however, cannot reopen the decision of civil courts in a suit insti-
tuted before June 15, 1938,

As stated by the Director of Information Bureau “ Thousands—per-
haps tens of thousands—of peasant families in the Punjab, which alienat-
ed their lands in favour of Benamidars during the past 37 years will be
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able to get them back in certain cases after paying some compensation
and in others without paying it.”

THE PUNJAB ALIENATION OF LAND
(THIRD AMENDMENT) ACT.

This Act received the assent of His Excellency the Governor on
13th September, 1938.

As previously stated, according to the Punjab Alienation of Land
Act 1900, the land of an agriculturist cannot he purchased by a non-
agriculturist except under special exceptional circumstances. The
present Act imposes a restriction on money-lenders belonging to agri-
cultural tribes. It lays down that, when an agriculturist has advanced
a loan to another agriculturist, the debtor shall not alienate his land
in favour of the creditor until the debt has heen repaid and three years
have elapsed after the repayment. It places the agriculturist money-
lenders for the purposes of the Punjab Alienation of Land Act in the
same position as non-agriculturist money-lenders and checks them from
permanently alienating the land of the agricultural debtors.

There is a further restriction which stops benami transactions. This
restriction provides that if it is ascertained that an alienation of land
has been made by a debtor to a person other than his creditor the
effect of which is to pass the beneficial interest to such creditor in
evasion of the provisions of this measure, such alienation shall be void.

The scope of the provision is further extended by including in the
terms “ creditor” and “ debtor” their husbands or wives, as the case
may be, and all persons (including their husbands and wives) who
are descended from the grand-father of such creditor or debtor. This
enactment is considered necessary in order to prevent the agriculturist

money-lenders from taking undue advantage of the Alienation of Land
Act or depriving his debtor of his agricultural land.

II.I other words, the agriculturist who does money-lending now ceases
to enjoy the special privilege of being a member of an agricultural tribe

for purposes of acquiring the lands of his agriculturist debtor until the
debt has been repaid and for a subsequent period of three years.

THE PUNJAB ALIENATION OF LAND
(FOURTH AMENDMENT) BILL

This Bill seeks to remove certain technical flaws in the Third Amend-
ment to the Act. It delegates the power for the ejectment of the alienee
to the Collector and provides an appeal against the order of the Collec-
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the
tor to the Commissioner within 30 days from the date of
order appealed against.

These measures should be welcomed by .the nc‘)n‘-agr1;:luttulra1hc‘1’::}s'§:cels1
in their own wider interest as they will help in avoiding tha g.as which
h more dangerous to the interests of money-le'n ing ¢ s

r\;/liz }EEVI:;; wealth. Simple beneficent meast.lres of this kind are muc

i blood-
better than allowing the poor and hungry agncultunst; t?i .cauzcleasses
shed and be a source of constant danger to the money-lending .

This agrarian legislation affords genuine re.lief to the poor Zm:r do:r:;:
trodden agriculturists of the province and will conduce to their p
perity and happiness.

THE PUNJAB AGRICULTURAL PRODUCE MARKETS BILL

The Punjab Agricultural Produce Markets 3111 was pzsiss(:n:)gnszg
Assembly towazrds the end of January, 1939. Th}s. meas;llr e
t the growers of agricultural commodities, w o }gl ‘
. PrOteCf cale in the markets, from various malpractices on the par
PO o nd brokers. As it is a very important measure of far
ShOPk.eePerS sae uences, and has great potentialities for the deve.lopmerft
I:ffai’:fli:&f; d?:tivities’ on co-operative lines, it is proposed to discuss it
in a separate article later on.
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position of the money-lenders extremely difficult. The new legislation
that is even now being planned will probably eliminate the money-
lenders as a class. And yet the money-lender discharges a very impor-
tant function in the rural economy of the country. Even after 35 years
of co-operative credit in the country, the money-lender is an indispen-
sable factor in our rural finance. No part of India can yet wholly do
without him. If he has his sins, he has his virtues as well. We need
not reiterate what the Banking Committee or the Agricultural Commis-
sion have said about him. He is the only agency which can provide the
bulk of the finance needed by the agriculturists. In the U.P. out of the
total rural finance needed 334 p.c. is supplied by the professional money-
lenders while co-operative societies supply only 5-3 p.c. and Government
(Takavi) supplies only 2 p.c2 The balance is supplied by the agricul-
tural money-lenders themselves. As the money-lenders now restrict
their loans, the agriculturists will find themselves in a desperate posi-
tion. You can wipe off their debts or drastically reduce them. You
can force down their rates of interest. You can laugh at the sanctity of
their contracts and even make a bonfire of their documents. You can
deny them the benefits of law courts and put them in quarantine as
economic lepers, whom it is undesirable cither to touch or to tolerate.

But no law, no government and no authority can force them to lend
if they do not want to do it.

The Position in the United Provinces.—Even before debt legislation
was actually passed and in anticipation of it, there was a serious restric-
tion in the volume of rural credit in the UP. The Board of Revenue
in the United Provinces in their annual report for 1933-34 pointed out
that there had been a definite contraction of rural

unnatural hesitation of money-lenders in making fresh advances to
Zemindars and tenants already

indebted on the uncertain security of
landed property in view of th

e impending debt legislation and the
stoppage of sales in execution of civil court decrees.

In 1934-35 the Debt Relief Acts
into force, but it was virtually towa
debt relief machinery was put into

credit due to the not

and the rules made thereunder came
rds the end of 1935 that the complete

. operation. The Regulation of Sales
Act entailed a revaluation of lands sought to be sold in execution of

decrees on the basis of the pre-slump profits. The Board in their report
for 1934-35 again referred to the restriction of rural credit during the
year. The decline in the revenue from General Stamps, the falling off
in the receipts of the Registration Department, the insistent public
demand for the rapid organisation of new Co-operative societies and land-
mortgage banks—all these corroborated the restriction in rural credit

2. U.P. Banking Committee, p. 105,
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At the same time, it has restricted the free transfer of land. It has
restrained the free circulation of property—which is against pubiic olic

—and it has prevented such lands from passing into the hands ofpthosst;
who could make better use of it. To that extent, it has caused a ricul
tural deterioration and loss of agricultural efficiency. Due to it:i:r colxln:
paratively simple and expeditious procedure it was regarded with less
resentment by the creditors than the other debt relief measures.

Under the Encumbered Estates Act there were over 22.000 appli-
cations in 1935-36 and 34,000 applications in 1936-37 involv'mé admitted
debts of Rs. 16 crores and Rs. 255 crores respectively. The average
debt per application was Rs. 7,500. Reviewing the effects of all these
debts relief measures, the Board of Revenue in their report for 1935-36
pointed out that the contraction of rural credit had not been made good
in contrast to the increasing expansion of the capital invested in com:
mercial enterprise. The Debt Acts have, no doubt, achieved their pri-
mary object of relieving the debtors, but their remote effects are far
more serious as there has been a real contraction of rural credit. The
c?ed1tors are now extremely reluctant to lend further sums on the' secu-
rity of land, credit has been rudely shaken and money-lenders have
lost faith in the sanctity of contracts or even of court decrees. They

are now deeply apprehensive that any da i i
. y the Legislature migh
out their debts completely. bt wash

Has the money-lender any alternative ?—It is sometimes argued
that these money-lenders are bound to continue to lend as before be-
.cause they must invest their money somewhere. They cannot keep it
idle and as the agriculturists constitute their biggest clientele they car?not
afford to wash out their transactions altogether. This view of the
problem is hardly consistent with the realities of the situation. The
money which they had so long heen investing in agricultural finance
brought them a certain income. But the drastic way in which their
loans (principal and interest) are being wiped off or reduced, and the
methods of forcible conciliation to which they have been con';pelled to
yield have left no illusions for them now. They know exactly where
they stand. They will no longer find it profitable or possible to con-
tinue their business. There is nothing to prevent them from diverting
their capital to alternative means of investment. The process will take
time—it may take a full generation. But the trends—no mistake—have
already begun and as years pass, the effects of such trends will be clearl
felt. People forget the realities of the situation. Firstly, the new constitusi
tion has empowered all the Provincial Governments to borrow money in
the open market on their own account and already most of them If;ve
made use of this new facility. A generation ago, it was only the Govern-
ment of India which borrowed. To-day, almost every Provincial Govern-
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ment has started borrowing large sums in the money market. Secondly,
the growth of democracy has considerably expanded the orbit of govern-
ment. Every Provincial Government is now attempting to expand its
activities along so many lines that public expenditure is increasing enorm-
ously day by day. Governments have to meet it by increased taxa-
tion on the one hand and increased borrowing on the other. Already,
the limits of taxation are being reached rapidly in almost every province
and after that limit is reached, Governments will be compelled to bor-
row much more than they used to do before. Most Governments are
now pursuing an active policy of industrial and hydro-electric power
development for which they will have to come again and again into the
money market. Thirdly, a first class European war is now only a ques-
tion of time. If and when it comes Governments will be forced to
borrow enormous sums in the money-market. That will be just the
opportunity for the money-lenders who will then flood their resources
on the money-market. They will invest their money in government
paper which will provide them with a safe and easy income which will
not be subject to forcible conciliation and drastic reduction. There will
be no bad debts, no litigation, no conciliation, no expenses of account
keeping and no establishment charges. All these will amply compen-
sate them for the low rate of interest in government paper. Fourthly,
India herself is on the way to a rapid industrial development and money-
lenders who may not be tempted by the low yield of government paper
will find ample opportunities in industrial investment for the employ-
ment of their idle capital. Lastly, a large part of their capital may be
turned into consumption capital and while it might appreciably raise
the standard of living of a limited class of people, give increased employ-
ment and create increased demand for various kinds of commodities.
But it would, at the same time, reduce the total quantum of capital in
the country, which may not be entirely in the best interest of the people.

Discriminatory Legislation.—The Debt Relief Acts are definitely
class legislotion.—discriminating particularly against one class in the
community viz: the monied class. Not only have they seriously threaten-
ed the sanctity of contracts, they have also shaken to the foundations
the whole fabric of rural credit and finance in the country. This type
of legislation against property rights is new in India but it will create a
dangerous precedent which will have serious consequences for the
country in the future. The suspension of decrees and executions, the
scaling down of debts, the reduction of rates of interest, the forcible
conciliation of claims granted now will create extremely difficult claims
for the future. What is more serious, these claims will be pressed not
merely from the agricultural classes, but also from other classes in the
country as well,
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Demoralisation.
planned in the diffe

fails to achieve its object
in the long run and it brings about a crop of new problems and new diffi-
culties which are sometimes worse than the problem originally sought
to be cured. The debtor is now taught to look up to the State to rescue
him out of an impossible situation. We do not deny that his position
had become desperate through causes over which he had little control

leaves far-reaching and demoralising effects on the debtors which is
bad for them in the long run. The

real position has to be faced. Even
after conciliation, when a large part of the debt is scaled down, most of
the debtors are unable to pay, and the creditor is forced to wait for re-
payment by instalments over a long series of years. The debtors’ abili-
ty to repay must be increased.

His ignorance and illiteracy have to be
removed. His purchasing power must be augmented. His rent or
revenue demands have to be moderated. His marketing facili-
ties are to be improved. His finance must be cheapened through an
adequate development of co-operative societies.

Possibilities of finding
a supplementary income for him through cottage industries have to be
expanded. His unproductive habits and social expenditure have to be
curtailed. His seattered and uneconomic holdings must be consolidated
and the chances of further sub-division have to be prevented. His
farming has to be improved and his habits of litigation, gambling and
drinking must be changed. There must be a rapid development of co-
operative societies and land-mortgage banks, which will provide cheap
and competitive finance. Unless these well-planned ameliorative mea-
sures are adopted simultaneously with the forcible reduction of debts,
it will not carry the agriculturists far enough. We can free him from
his load of debt by foreible conciliation to-day but—in the absence of a
real change of habit and heart, in the absence of other remedial measures
he will come back again to-morrow with the halter of debt round his
neck. The relief we give

him to-day would be temporary and short-
lived. His everlasting habit and character will remain and they will
bring him back into his old groove and his old position sooner op later.
What are we to do then ? Conciliate again ?

Nature of Conciliation.—The term * is a misnomer.
The procedure is generally so compulsory on the creditor that it really
becomes forcible conciliation, Forcible conciliation—like armed peace
—is really a contradiction in terms. It would have been far better if
other ways of improving the economic position of the agriculturist had

¢ conciliation ”

2

61
THE WORKING OF DEBT Rruier LecistaTioN IN U. P

ibly wiped out without any xjegard
g 8d°Ptef1- lzebtrslti'laa:tz .be;;:atf:: (z)f gxterest have beer} ﬁxeti1 \Zla'c:;ot;:
to the S c? ks involved or the security offered in eac cose o
any regard t};e rlsgran‘ced. Small loans involve greate}' trc())t:n le anc
the size ‘Of g ?c?nn and book-keeping than large loans. ﬁn :d e cases
bt oo c(')l‘hetc’ - the genuine creditors have badly suiler od bocause.
of debt cc?n.c1l1a lozciitol‘s entered in the list. These bogus .cre e
o e B dence f the debtors. They do not really receiv oy e
. ﬂ;e!:zlf:}c:zgczn(iy give bogus receipts. 'fi‘his og:;?s;zzacts iy
el i onder, a
against Che b('maﬁdefe 001:3;:‘:5- Mljo SX‘ickland has describec}b conlf;}:i:
capital e mt?l‘;e; case might call for surgery but .1e'f us ecst —
tiofn . tiirizgéon’s knife is plunged—that the .diaggct:)s;z I:Zi:i(::io ,S (bt
- ient is in a tan

e’ Co et b e ™ ereditors wil ot v e .
A :?e assured of repayment. Ev.en a S;,ng .; dse el
future unless they shock to the system and there is mu.c 1furist ......
e Causﬁi a;ion has impaired the credit of the agx.'xcume S
Sho“’_lfih:}z: oiI;Clnloat a sovereign remedy for all persons; so
conciliati
e iliation has further meant the forf:i]ole famd acc;:rlxgpt;go}z

D ihe ot ditor’s assets without any provision or. 1‘:p ien o s
T, Of' the ort scaled down—at once. He 'ha.s to wa11 eunfair! "
adjusted Clalms—;g ears—for instalments. Th1§ is .not on ’Is‘rh nlabx |
it may extond t‘o y'I'he sacrifices are all on his side. y bee re are 1o
R S to come in his way at all. It wou e oo
reciproca) herels blem of rural indebtedness has been or cd  be solver
e thelPrfo legislation. It has not been s'olve.d a&x‘e never v
o ltahe De}?tof: slieded legislation. A mere reduction in
be by suc -

. the problem

forcible scaling down of the debt wilil:}:orrllc::’tnlsi?cl‘l’:\ns cannot be
terest o " 1 indebtedness in the long run. he Debt Acts have been
of agrlcultlga ry laughs at laws and even after the Yeuns are evading
cheated. Usu - hat creditors in some p

e indications tha te or bond than what

passed, there are larger amounts in the pro-note ol deduct in
the law by en;cen;fe 25gto 30 p.c. of the amount of v?’nlchetzluer}’:ty or bad
is actually lille};t as compensation in case of dou:t()‘; Rs,even ue in UP.
advance 1(“';'orm)ulsory conciliation.  As the B.oarcanbe prevented. The
de;o;i otft‘* it is difficult to see how such a pr;:tﬁ:f Act also, but the pro-
point OB der the Agriculturists Re iliation has
practice 1sp11:18':gr21 ':)nheal;re been ineffective.  Further, conc
hibition a

i . 15-16.
F. Strickland—The Relief of Agricultural Debt, p. 1
Y Vide UP. Gazette, Jan. 28, 1939, Part VI, p.



62 THE INDIAN CO0-OPERATIVE Review
sanctioned dangerous expectations.
ous repercussions in the end.
—as Strickland points outs

come. It may take time
it comes,

It will slowly bring about danger-
“ Popular clamour for specious remedy ”
—drowned all protests but the reaction will
but—make no mistake—it will come. When
it will create a dangerous situation. As Sir Malcolm Darling
pointed out in his Presidential Address at the 21st U.P. Co-operative
Conference® held at Lucknow in January 1937— thege debt relief
measures may be justified by the urgency of the crisis through which
We are passing but they leave untouched the fundamental question—

How is the improvident Indian cultivator—once cleared of debt—to be
prevented from getting into debt again ? "

Further, a large part of the agricultural finance is provided by the
agriculturists themselves. In the U.P. 53-6 p.c’ of the total finance
is provided by landlords and tenants themselves, Thus, roughly, to the
extent of over 50 p.c. the agricultural industry auto-finances itself. The
debt legislation—so far as it affects the agriculturist creditor—is not an

unmixed gain, because every injury done to him will diffuse and spread
itself over a large circle of agriculturists all over

ance the agriculturis
s—independent of and apart from the agricu
true to a large extent but it is not wholly true.
ignore the realities of the position.

lturists. This may be
We cannot afford to

Effects on Develobment of Banking.
in a large measure of State interferen
machinery in the country.
the operation of the debt a
This Act is so extensive i

—Debt legislation has brought
ce with the working of credit
Joint stock banks ought to be exempted from
cts—especially the Encumbered Estates Act.
n its scope, that persons who were not really
agriculturists but who happened to possess a small fraction of zemindarj

land have taken full advantage of it. A number of banks in different
parts of the country are in very great difficulties

5. Strickland—The Relief of Agricultural Debt, p. 21,
6. Report, 21st U.P, Co-operative Conference, 1937, p. 27,
7. Report U.P. Banking Committee, p. 105,
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for classing recognised banks with ordinary creditors.. hS}t:ch 1132211::
should be exempted from the Debt Acts. The los;es which t .eselturists
suffer will lead to still greater contraction of credlt. for the agntclu urists
themselves. No wonder, the Reserve Bank of India has recer:i vy 1s§i o
a mild warning about the serious consef«:;t;exdlses O'If‘ hreecgix:,te ::;etx; ifu; o
islation in the different provinces of India. ' :
irexglcif?ferent provinces is creating a lack of symme?ry in thef (ic?zm;:
life of India as a whole. In the interest of economic unity of In }f(;rm
a whole, it would be desirable for the provinces to _follow one‘a‘ ;ml rm
policy in debt legislation. As the Reserve Ban}{ pomt.s out—'—t gels):ors
provinces, the dealings of joint-stock banks with agncul’(c;ns e
have been subjected to the same conditions as those of or 1rﬁary vi age
money-lenders. A few have gone further and extendt;c‘i. : et.meabeen
to all the transactions of joint-stock banks. Nor has any dis t;‘lﬁem:; been
made between scheduled banks and non-sgheduled 1.3ar'1ks.1 he vestiic
tions imposed differ from province to province. .'1.‘hls is <1:{ ?:r 311{ Jnsatis
factory. The activities of scheduled banks a.md joint-stoc - an| Ao
not be subjected to restrictions primarily devised for the or }inary ney-
lenders.” “Such restrictions will have the effect of frlg. ten;x.lgh her
away from taking any part in agricultu’fasl ﬁn;aze;:si%g gazlvku;urthei
it precarious to venture . . : :
;loriiicslyoﬁﬁ“l:nsny banks who have had dealings with agnczl);ur:;t;
in the past are now anxious to call in their loans as soon as posill e o
restrict fresh business. Provisions like payment of debt by insta ;ne msé
stay of execution of decrees, etc., have frozen part of theiﬂz(assets 0 ﬁsging
banks—specially in Bihar and the U.P.—and such ba s are
embarrassment in meeting their obligations. Suc.h re.stm}:ltlons nlay
seriously handicap the development of sound bank.lng. in the cour:1 1;y
........ It will have the inevitable effect of restricting rural cre 1(.l
Joint-stock banks, subject to all-India legislation, shm{ld be. enc(iuraiﬁ
to deal with agriculturists ” and thereby fill the gap which \ivxll fol ow the
control and restriction on money-lenders through debt legislation.

Effects on the Co-operative Movement.—The o'utstanding eﬁe;:rt o}f
the debt legislation on the Co-operative Movement is the calllfor f :;
organisations. In U.P., the Co-operative Departnflent has fol ow; t;
recommendations of the Oakden Committee too literally. A policy o
extreme caution has been followed and it has continugd .farftoo lc;ng.
The Department discouraged the formation of new societies for la oni
time. The difficulties of the Co-operative Moven?ent, the problem of
heavy overdues, the heavy fall in agricultural prices, the'a problex}x: o
frozen asset—all brought about a policy of excessive caution and hesi-

8. Reserve Bank Circular to all Provincial Governments, 1939,
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tation so far as new organisations are concerned. The last Conference
of Registrars at Delhi gave the same ruling against fresh organisations
on a large scale at the present time. This has seriously affected the
growth and development of the movement in the province. Due to the
economic depression and want of fresh organisations, the idle balances
of the banks increased and their profits dwindled. Most of the banks
were hit hard and they failed to distribute any dividend at all. Fresh
organisation has now become very necessary, if the movement is to be
rescued out of the stagnation and decay. The movement must now
expand on the credit as well as on the non-credit sides. Consolidation
has gone pretty far and it is time that steps should be taken to expand
the movement. The formation of land-mortgage societies has now become
a matter of vital importance to the agriculturists of the province. With-
out a bold and constructive plan of organising new credit societies and
land-mortgage banks, how can one provide the agriculturists with
finance which has ceased to flow freely from the age-long channels to
which they were accustomed ? The Provincial Committee and the
General Body of the U.P. Co-operative Union have both repeated]
asked for fresh organisation and expansion on the credit as well as oi
the non-credit sides. The Department now frankly admits that “ with
the contraction of rural credit due to recent debt legislation, the scope
for organisation of co-operative credit has considerably expanded. A
hew opportunity has presented itself for a big drive.... Debt legisl;tion
has contracted rural eredit ...... and co-operation will have to step in
to fill the void”.9 The 18th Session of the U.P. Co-operative gon—
ference also resolved that in view of the debt legislation, which would

lead to the contraction of credit, e
' , early steps should be taken t i
fresh credit and land-mortgage societies. o oreamse

. The goal is clear : the ground is ready. The necessity is great and
ime passes. The Co-operative Movement in the U.P. is lucky to have
men at the helm who have never spared themselves—men who have both

:?illllrasiec;’s“lf ‘l’liSion- ;lNe e;lre confident that with pilots like them, we
stully weather t : .
to port. e storm and bring our priceless cargo safe

9. Annual Report on the Worki f Co- i sogs
PP. 2 and 17. orking of Co-operative Societies in U.P, 1936.37

DEBT CONCILIATION IN CENTRAL PROVINCES & BERAR
A CRITICAL VIEW :

By

Sk M. G. DesupANDE, M.B.E,
Chairman, C. P. and Berar Provincial Co-operative Bank

While dealing with this subject of Debt Conciliation in our Province,
the first two questions that strike us foremost are (i) whether such an
enactment of so drastic a character, which does away with the sanctity
of legal contract, was absolutely necessary ; (2) how far the object behind
this legislation was actually achieved by this enactment. The answers to
these two questions will undoubtedly cover the discussion of the whole
working of the Debt Conciliation Act together with its effects on the
agriculturists and indirectly on the Co-operative Movement.

The answer to the first question depends on the answer to yet another
question: whether the burden of rural debt has assumed such an alarm-
ing proportion as to necessitate the Government to embark on a legisla-
tion which can be described as nothing short of revolution in the busi-
ness circle. The latter question arises, because, in the objects and reasons
of the bill to enact the above Act, the Government has stated that the
main object behind this legislation is to free the agriculturists from the
burden of debt with the consequent amelioration of their economic con-
dition. Had this object of the powers of the Act been bonafide, no one
would have any quarrel with this piece of legislation ; for India, being
mainly an agricultural country, whatever be in the interests of the agri-
culturists is in the interest of the whole nation; and the right of the
Government to intervene by enacting the above legislation in the inte-
rests of the agriculturists cannot at all be denied. But one begins to
question the bonafides of the powers of the Act, when one sees the text

of the Bill with all its amendments and its actual working in the Pro-
vince.

Here it will not be out of place to give in brief the history of this
legislation. This Bill was passed into an Act in 1933 and accordingly the
Debt Conciliation Boards were established in 1934. These Boards were
established not simultaneously in all districts and talugs, but piecemeal,
But now they have covered the area of the whole of the Province except
some 8 to 10 talugs. If one reads the text of the Act together with all
its amendments, one thing that irresistibly strikes the legal mind is the
dgfective framing of the Act, mainly its wording which is capable of so
much unlimited interpretation that there is hardly any issue of our High
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Court’s reported cases which does not contain any ruling on one section
or other of this Act. In fact the case law has altogether changed the
spirit of the Text law. However, this fact has been mentioned here to
show that this Act has in no way brought about the saving of litigation;
which in fact has increased contrary to the expectations of those responsi-
ble for the bringing in of this Act. Here a passing remark is necessary
that the bulk of the rulings of the High Court has been in the interest
of the creditors and that too for reasons legally coherent,

That this Debt Conciliation legislation aims at ameliorating the eco-
nomic condition of the agriculturists has nowhere been correctly and un-
equivocally defined, with the result that non-agriculturists or semi-
culturists have been benefited more than the pure agriculturists by this
Act.  An example will make this point clear. Under section 2, sub-sec-
tion (f), the word ‘debtor’ has been defined as “ a person who earns his
livelihood mainly by agriculture and who is an occupancy or absolute

occupancy tenant or raiyai or raiyat malik or malik maghuza or proprie-
tor whose debt exceeds Rs. 150.”

agri-

The above description of the word ‘debtor’ has given rise to a regu-

lar flood of applications from persons who in fact earn their livelihood
by non-agricultural means like business,

but who nevertheless pose
themselves to be agriculturists because they

happen to possess or manoeu-
vre to get one acre of land in the area where the Debt Conciliation Board

is operating. This will be made abundantly clear by the fact that the

maximum limit of the debt, whose settlement is within the jurisdiction
of the Debt Conciliation Board, had been first fixed at Rs. 25,000 and
then increased to Rs. 50,000 and last year it was for a brief period siill

raised to Rs. 1,00,000 for certain areas, but owing to the pressure from

Congress High Command the figure was again reduced to the former level
of Rs. 50,000. Similarly,

the minimum limit for the application to he
fentertained by the Debt Conciliation Board has been fixed at Rs. 150 and
ina _few areas this limit has been reduced to Rs. 50. Now as regards these
maximum limits can it not be reasonably asked whether a genuine agri-

can, by any

'Or some time raised to Rsg, 1,00,000

—it clearly means that the Act wanted to give relief not so mue

¢ . i h to
genuine agriculturists but to those whose means of living was not princi-
pally agriculture. Such debts as stand above the reasonable maximum
of Rs. 3,000 cannot be supposed t

0 constitute rural indebtedness, The
are more urban than rural and the object of the legislation is frustrate(;y
It is rather surprising to note that no

attempt has heen made ont
part of the Government to ascertain the debt owed by genuine agxl']ie
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ulturists in the province. Had this been made:, this debtﬁwouldd}{l:;i
;een found to be quite an insignificant proportion to the figure 2
otal debt set out in the Government Report.

The genuine rural debt could not, in our vievs{), riach su«:-s}lx1 :}rlxaalla;;rix;:
itate the Government to embark upon
ng figure as to necessita D omed on
i i 1 indebtedness had already
lation. Even assuming that rura e years
i i t far to seek. For the las ,
alarming aspect, the reason is no . ° J years.
i i i tinuous failure of crop every year;
the Province has been witnessing con ' Lo e o
y i urce of income of the Gove
but land revenue being the main so e
and with the cost of expenditure remaining the sarfle, ’ched Goveils'xslircr)lrelsf
i ting necessary suspension and rem H
has been very slow in gran ‘ remissions
id i i land revenue by coercive processes, _
nor did it hesitate to recover : it the
i ists had to resort to borrowing.
1t that the poor agriculturis .
II‘DeZTI;t Conciliation Act aims to penalise the poor r;on;y-lendersi,n\gv}:ﬁaiagxle:
i i tg in times of need. So, assum e
the help of the agriculturi ts in ) ssums
iilrale indgbtedness :has asst 1ed an alarming aspect., 1t.1§ in fact the
creation of the Government’s policy of being inactive in giving necessary
relief to the cultivators.

As for the necessity of the Debt Conciliation Act., i't sho%dfb:oe;c}::;
i i i Acts enacted for giving relie :
mined in the light of the other N fo e
i have been so many Acts passe
indebted. In our Province, there ' .
;rrinimerable amendments thereto that a regular b}?()léh;s zeén ;;:]ci\l,if)};z?’
i i i) The C. P. er
‘Debt Legislation’. The various Acts are 1)
(lj:nders’ Acf (ii) The C. P. & Berar Usurious Loans fﬁct (iit) .TheAC.t P(VS;
Berar Reduction of Interest Act (iv) TIfleI ll)ieb'io.rsl %‘OJEZ;IS?nDe };:t N
igquidati ria o .
The C. P. Adjustment and Liquidation of Indus TS Dent et
ts more than one. these
Each of these above Acts has amendmer'x e ot th
i iving relief to the indebted agriculturists in adait :
E(lll'm'f;il)‘::lendvuiz 1(elode has given. The various kinds of relief oﬂ‘fere? ‘;y
thlZ 1above Acts may be summarised: (i) Facilities for repfyr;lents oti:c) ne:
i Iments (ii) Postponement or execu
decretal amounts by small insta j  of exeoutions
i i t (iii) Disallowance of Double
for periods specified by Governmen : ouble Tnte-
i i Re-opening of accounts by
t (iv) Reduction of Interest (v) ing s
;ii tlge 3ast 12 years (vi) Compulsory submlssx?n of accoun;cls byt i:lea((lile
tors periodically to the debtor (vii) The principle of Damdupa
applicable.

The above Acts are within the domain of civ'q CO“th"S. Slm,?hte};:yr:{ieel;
being granted to every debtor on application by him. Wi f any addi-
granted by civil courts it is impossible to f:oncelve 0 ! yerhaps
tional relief to be granted by the Debt Conc111at110n A;;, z:::i%eionclw

i ditor class. He
to bring about a complete ruin of the cre ator . _
sion irrgesistibly follows that the Debt Conciliation Act was neither neces
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sary nor desirable for the two reasons that the volume of rural debt in
the strict sense of the term did never assume an alarming aspect, and
1

secondly there were acts which had already gi . :
the debtor class. y given considerable relief to

Now, coming to the merits of the Act, one who has witnessed the
actual working of the Debt Conciliation Boards would never fail to se;
ﬂ"lat ,the word ‘ compulsion’ would be a better substitute for * Coneilia-
tion” For instead of amicable settlement, there is compulsory settl
men't of debts on the terms dictated by the debtors but enforceg b t}(:e;
‘Chau'mar} of, the Debt Conciliation Board. The import of the 5:Jvord

F;mpulsmn may become clear on reading Section 15 of the Debt Con-
3; }E:lor?fAct,dw}ucl’% ertlp'o“*"ers the Board to grant a debtor certificate,

f s It produced in civil court when the creditor files a suit on failure
0 'settlement of debt, the debtor is exempted from paying the cost of the
suit to the creditor and the creditor has to wait for pas}ment till the inst 1'
mepts of all the settled creditors (in some cases they are bogus) ar; a?d-
Yvhlch means waiting for 20 years. Now this certificate under Sectifn 15’
is granted when the creditor refuses to agree to the reasonable demand
.of the debtor. It is curious to know that what is reasonable demand
is to be decided by the Board, which in 99 per cent of the cases decided

on the principle that whatever d
€ > emand was ms 1
reasonable. made by the debtor was

Again, the spirit of compulsion prevalent in the working of the Board
can be seen from the fact that once the Board has come to k o the
Fhe creditor is not likely to come to terms as offel';ad by lthe d:elg:v th}?t
Z };:::fed ?II‘;? humiliated in such a way that he has éerforce tooz;m:
e n:i.gtake i(:e are ;0 many penalty clauses in the Act that even a
Shent dei)ts : frice ure on the part of the creditor means discharge
o f(;r as the crowning absurdity of the Act is that there is no
Gt Boa:(; re\%imn or appea}I against the order of the Debt
ot o o 0.0 . ; Board has jurisdiction over cases involving an
officer of the Px‘o’vincia;lll S'fe}:'iizle‘diz (;fnt}lle BTOEFd’ e Chalrman is an
. : ice, al. is is not onl
fail :;Z?:;da?lnirfﬁctﬁly pfx'e]ud.icial to the interest of theyci:;r(;isbliﬁ

In the cases of coic?ls‘ (; gcrliuty o . |

. lhated debts, payments are by wa i
*::u::c :;{j;:(;l :rom 20 to 30 years. In the Act it 5ils stzt::cfl l’zﬁ::l:ents
be cumbr; e thztailértea;s of land reven'ue. But the whole procedur:ain
instalment and over anls 1"61'3’ k‘mg e ey ihe creditor to Tocove "
s above ‘fhls, the expenses of the I‘an
es exceed the amount of the instalment. FECOVery many

We may proceed to examine the eff

ects of thi .
and on the co-operative movement this Act on agriculturists

If one looks at the surface of the
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whole matter, a cursory glance would show that the effects of this legis-
lation have been salutory. But if we go a little deep into the matter
and examine the question critically in all its aspects, it will not take long
for us to be convinced of the baneful effects of this Act on agriculturists.

The agriculturists in our Province, as the agriculturists in other
parts of India, have to resort to borrowing very often. In fact without
borrowing agricultural operalions are suspended.  These borrowings
are confined not only to cash but also extend to kind. This becomes all
the more urgent in periods of failure of crops, when they cannot lay
by anything for future. It is obvious that this borrowing takes place on
the strength of credit. But the first and the foremost result of this Act
is that the credit of the agriculturists has received a rude shock. Even
in Government reports the admission is manifest that the establishment
of the Debt Conciliation Board has resulted in the shrinkage of credit of
the agriculturists and that they are finding it extremely difficult to secure
loans for their agricultural operations. Instances are not lacking of
cultivators having to give up cultivation for want of funds which they
could not secure because of loss of credit.

On the side of creditors the picture is equally gloomy. The creditors
as a class have entirely stopped money-lending for fear of being dragged
to the Debt Conciliation Board. The usual procedure of the money-
lenders is to accept deposits and do money-lending on their strength.
Now when the debtors have applied to the Debt Conciliation Board, and
in case their debts are conciliated, repayments of the conciliated amounts
are made by small annual instalments extending over a period of 20 to

‘25 years, the instalments carrying no interest whatsoever. But to the

depositor the money-lender has to repay, whenever demanded, the
whole sum together with full interest agreed to. The result has been, as
would naturally be expected that the Debt Conciliation Act has brought
about the ruin of the moneylender as a class. It would not be an exagge-
ration to say that 75 per cent of the professional moneylenders have
become extinct. Some few, who have been able to survive, have stopped
moneylending and are finding other ways of investment. The Govern-
ment report has stated that, though the agriculturists are finding it diffi-
cult to secure loans, still they have laid by considerable savings for the
future. This statement in the Government report is nothing short of a
travesty of truth and betrays colossal ignorance of actual facts of daily
experience. So the result of the Act has been the ruin of agriculturists
and moneylenders, more so of the agriculturists, who have had to give
up cultivation.

Here it would not be out-of-place to add a little constructive criti-
cism. In some places wherein the Debt Conciliation Boards were
working, land mortgage banks were established, but the agri-
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culturists debtors did not avail themselves of the long term
credit facilities offered by the said banks. This is substantiated
from the statement made in the review on the working of the Debt Con-
ciliation Boards, 1937. In the review it is stated “ Lately the Debt
Conciliation Boards have been giving the maximum concession possible
in respect of the number of instalments and exemption of the instalments
from interest, thus leaving no incentive to the debtors, whose debts have
been conciliated to apply for loans from land mortgage banks, which
charge interest at 6% per cent per annum, take mortgages of the pro-
perty and insist on punctual payment. Had the debts been conciliated
with interest at a reasonable rate of interest, the debtors might have
taken advantage of the facilities granted by the land mortgage banks, and
the creditors, on their part, would have appreciated conciliation of debts
made with interest. Creditors have a great grievance against concilia-
“{ion, inasmuch as the debts have been reduced considerably, long terms

have been granted for the repayment thereof and even the reduced
amounts have to be recovered by them without interest.

While dealing with the conciliation of debts due by members of co-
operative societies, the Debt Conciliation Boards have been somewhat
partial.  The Boards have, practically in all cases, granted either full
amounts of the original loans or a little less than the original loans, and
awarded interest ranging from 3 to 10 per cent. The debt due by mem-
bers of societies had become frozen and the Central Banks were at a loss
to know as to how to recover their debts outstanding against the societies.
The Debt Conciliation Boards have saved them the trouble of taking
coercive measures against the members of co-operative societies. The
Central Banks too, on their part, were thinking of conciliating the debts
which were frozen. In the meanwhile the Boards came in and there
was so to say an automatic conciliation. To sum up, the conciliation of
debts due to co-operative societies has been a blessing in disguise to
some Central Banks, which have practically lost nothing. There are
one or two banks, whose debts have been reduced by about 20 per cent
but this cannot be put down as a heavy loss to them. For if they had

attempted to conciliate their debts themselves, they too would have done
the same.

DEBT CONCILIATION AND CO-OPERATIVE CREDIT IN BENGAL
BY

S. A, SaMmap,
Professor of Economics, Government College, Chittagong.

The total amount of agricultural debt of Bengal as estimated by the
Bengal Banking Enquiry Committee in 1930 was Rs. 100 crores. At
present as measured in commodities, and as observed by the Agricultu-
ral Department of the Reserve Bank of India in their Report submitted
to the Government of India in 1937, it must be almost twice as large as
a result of the fall of prices since 1929. The Index numbers of the whole-
sale prices in Calcutta show that the general downward tendency still
continues with occasional rise in particular years, though the fall in the
recent years has not been so abrupt as it was from 1929 to 1932,

[Basis, 1929—100.]

Year Index Number Year Index Number
1926 105-0 1932 64-5
1927 1050 1933 617
1928 1028 1934 63-1
1929 100-0 1935 645
1930 82-3 1936 64-5
1931 68-1 1937 60-9*

The actual burden of debt calculated on the basis of the index num-
bers of wholesale prices of commodities would work out to Rs. 160
crores, assuming that there has been no further indebtedness in the
meanwhile which is improbable, and to liquidate even a part of this
amount the cultivator has either to ask for further credit, which would
hardly be available in a period of falling prices or to get rid of his small
holding or to go in for insolvency proceedings. In Bengal unfortunately
there is no law restricting the alienation of land from agriculturists to
non-agridulturists, with the result that land has been passing hands
from the agriculturists to money-lenders in liquidation of debts.

Again the payment of interest alone on this amount on a flat rate
of 40 per cent would be above Rs. 65 crores which is five times the

* Indian Finance Year Book, 1938, page 205. The index number for 1937 as shown
there is 72+3 but the annual average based on monthly figures works out to 60-9,
I have, therefore, substituted 72-3 by 60-9 which appears to be the correct figure.
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annual revenue of the Government of Bengal. It may be stated in this
connection that a flat rate of 40 per cent is not at all excessive, if we
consider the rates of interest charged by the money-lenders in the vari-
ous districts of this province. The figures quoted by the Bengal Provin-
cial Banking Enquiry Committee show a variety of rates and a wide
range of fluctuations. Some of the sample cases of usurious rates pre-
valent in the various districts are given below :

Money-lender’s usurious rates per

District cent per annum.

Burdwan 24 to 175
Murshidabad 18 to 120
Dacca 12 to 129
Mymensing 24 to 225
Chittagong 15 to 175

(The Bengal Provincial Banking Enquiry Committee’s Report
page 198).

The drain of Rs. 65 crores is a very big drain, and even if a slice of
it could be saved it might go a long way to improve the condition of the
cultivator himself, his standard of farming and possibly help to bring
to fruition certain public utility schemes which have been under the
consideration of every province since the inauguration of Provincial
Autonomy. All talk about Compulsory Free Primary Education is use-
less until the cultivator is free from the burden of this crushing debt.
The various provincial Governments are further busy with schemes for
industrial planning, balancing the budgets by cutting down salaries and
revision of scales. A balanced budget which is brought about by lop-
ping off the purchasing power of the people means an unbalanced eco-
nomic life and must have its corresponding re-action on credit and
prices and thus the ruination will be complete, the purchasing power
of the agriculturists having already been cut down by nearly one half.
Some of these ideas of balancing the budgets are actuated by the philo-
sophic ideals of Mr. Gandhi, but inspite of Mr. Gandhi and his philosophic
ideals the economic tendencies would have their way. Any scheme for
Industrial planning by a Provincial Government must have its natural
limitations on account of full control over fiscal policy by the Central
Government, the various trade agreements, the safeguards regarding
¢ discriminatory ’ legislation, and value of the rupee being a dependent
variable.

The only problem, therefore, which the Provincial Governments
ought to take up and take up with some promise of success is the
problem of the cultivator and his debt. And when the indebtednes
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has grown beyond any reasonable capacity of the cultivator to re-pay,
the only way out of the impasse is to reduce the debt either in respect
of capital amount or the rate of interest or both. “ Even if such reduc-
tion is voluntary, Government action will be required because the
number of creditors who are likely to accept a voluntary reduction in
their debts without some direct or indirect quid pro quo being offered
by Government would be negligible.” In a scheme of Debt Conciliation
the tangible benefit of the money-lender lies in saving the cost of litiga-
tion and avoiding its risk and bother, with the added certainty of re-
covering an equitable amount of his overdues.

The Government of Central Provinces was the first to concert
measures in this direction in 1932 and since then the various provincial

Governments have followed suit by setting up Debt-Conciliation Boards
for scaling down debts.

In Bengal before formal legislation was adopted a tentative experi-
ment of debt conciliation on the basis of mutual agreement between the
debtors and the creditors was tried at Chandpur as a semi-official pro--
ject and found to work well “The voluntary boards set up there
before the Act came into force settled within about a year and a half
claims amounting to over eleven lakhs and reduced them amicably to
less than five lakhs (of which the creditors received on settlement about
three lakhs in cash or kind).”—Extract from a press note issued by the
Government of Bengal—1937-38-11200 E.

The Bengal Agricultural Debtors Act was passed in 1935, the Agri-
cultural Debtors’ Rules were drawn up in 1936 and the Conciliation
Boards started work about the beginning of 1937. The object of the
Bengal Agricultural Debtors Act as stated in the Preamble is to pro-
vide for the relief of agricultural debtors and to amend the law govern-
ing the relations between agricultural debtors and their ereditors and
the local government is for this purpose authorised to establish by notifi-
cation one or more Debt Settlement Boards for any local area specified
in the notification. An agricultural* debtor can apply to the Board
within his area for the adjudication of his debts, giving a short history
of each debt, the amounts he owes to his respective creditors, the rates
of interest, with the names and addresses of his creditors. A creditor
can also similarly apply giving the name of his debtor, the amount due
to him, and the names of the other creditors known to him. The fee

¢ “ Agriculture ” for the purpose of this Act includes horticulture and dairy
farming and the use of land for any purpose of husbandry inclusive of the keeping

or breeding of live stock, poultry or bees and the growing of fruits, vegetables and
the like.
10
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for making an application is only twelve annas, the fee for an aw d 1
two per cent on the amount of the total debt which will be cov ra:‘i bs
the award—half of it to be paid by the debtor and half by the ci ec31i1; .
in proportion to the amounts payable to each under the award eThOI'S
charges, as it will appear, are very nominal as compared with t.he ;sie
nary stamp duties on civil suits and this is a definite quid p'rooguc;

offered to the moneylender, that he saves a lot
. ’ of money which
have otherwise spent on litigation. Y he would

After the application and necessary documents are filed, the Board
Proceeds to determine the claim of each creditor. This de’termin ti
is not necessary in respect of debts:— ation

t Of i

{(b) regarding which there is a Civil Court decree.

The Board then proceeds to ascertain the ! i
which is available for the repayment of his debtsd.eb;fc)rﬁsrsstu:::::ta?nco?iz
annual‘ income from land and from other supplementary sources Zu h
as b.usmess, service etc. and then subtracts therefrom the sum re y
senting his necessary living expenses for the maintenance clothin. Pre&
education of his family and for such obligatory charges ’as cult'g :in
and the . landlord’s rent. After determining the surplus ine e t;)xn
].30ard tries to bring about an amicable settlement with all the ;I:c;it .
:‘n terms of this ‘surplus,’ as far as annual increments are concernm(‘ls

On the one hand the full amount of the surplus is to be devoted : -
as many years as may be fair and reasonable to repayment of s b 01"
on the other, the total amount payable annually to all the credi(t) p
not exceed the estimated annual surplus income of the debto(:f m’It'E:

maximum period over which
o ch the payments can be spread is twenty

If the Board finds, however, ‘

or land from which his debts cant’::: tp:}ilg gf?sz:rﬂl:: SBl;:rZu;Pill‘;S inco;ne
about' an amicable settlement with all or any of the cred': t? bring
sub.zmt a report to that effect to the Sub-Divisional Oﬁil ors, it shall
action to be taken under Rule (78). Rule (78) lays downcte}f % fo the
two conditions; firstly, if the debtor has no surplus ; e following
should be declared an insolvent and secondlyrpthst,lir;come, then he
has unreasonably refused a fair offer made by’ . 3 o any creditor
shou.ld be taken under (b) of sub-section 1) of Seet' or then action
Section 21-. Both of these sections confer Separat <i ion 19 or under
powers to issue certificates to the debtor, (a) in respe et Yf;ln the Board
(b) in respect of his particular debts if in their ::))i:ioz thi: :")Oéal deb:;; ‘

er made.

ERRI
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by the debtor is a fair offer which ought to have been accepted by the
creditor. The Board, however, can only issue a certificate in case of
total debts, if 40 per cent of the creditors agree to the offer made by

the debtor.

The Bengal Agricultural Debtors Act, as all other such Acts in
India, is based on the Central Provinces Act of 1932. In certain points
the Bengal Act indicates a departure from the legislation provided for
in this respect in other provinces and the chief points of difference are:

(a) There is no pecuniary jurisdiction limiting the powers of
the Debt Settlement Boards to try cases.

(b) The Chairmen of the Boards need not be retired Judicial
Officers as has been provided for in some of the other provinces.

(c) The Co-operative Credit Societies are not exempted from the
operation of these Boards, as has been done in some of the other pro-
vinces.

I should confine myself in this paper to the effects of Debt Concilia-
tion on Co-operative Credit and shall, therefore, deal in detail with the
third aspect of the question.

Though the Co-operative Credit Societies are not whollyAexempted
from the Act still they have got certain special privileges as compared
with an ordinary debtor.

Section 31 of the Bengal Agricultural Debtors Act lays down that

" no settlement under this Act of the debts of a member of a Co-operative

Society, registered under the Co-operative Societies Act of 1912, who
owes any amount to such society shall be valid without the previous
approval in writing of a prescribed authority. And such prescribed
agthority under the rules shall be either—

(a) the Registrar of a Co-operative Society,

or

(b) subject to such restriction as the Registrar may direct by
general ‘or special order, a Deputy Registrar or Assistant Registrar of
Co-operative Societies.

The progress of the Co-operative Credit Societies, inspite of the

- special privileges conferred by the Act, has to a great extent been re-

[ S

\ tarded by the above legislation. The chief merit and basis of success

" “of co-operative credit is its fluidity. The Act of 1904, as amendéd by
the Act of 1912, had this feature of the co-operative credit in view when
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1:0§;$;eir?:ginp'fion from stamp duties in a civil suit to a co-operative
; rity In execution of decrees as com d wi
of a money-lender and treated i P ety e dearees
the society as a legal i isi
s noe The oyt o ated ' egal entity for realising
mission on Indian Agricult i i
to the legal facilities i etion e reforring
provided to the Co-operative Societi
o B facilities ) e Societies, recommend-
y was remitted from one place to
. anothe -
;)lper.atul/e }a:ccount the money order commission should be redul;:e(c,lntsoa
ominal charge. The cardinal principl i
: ge ! ple underlying the vari isla-
tive and administrative facilities proposed or adopted had b::;;l sa lsegeil;
recovery of dues and a fluidity of resources. If the dues of a co-(f)pera\Sz

tive society get locked u i
p, then the society fails in i j
any further help to its members. Y falls in its object to render

Overfiues had always been a serious menace to the success of th
co-operative movement and the Debt Settlement Boards in Ben le
th?ugh doing useful work in other directions, have adversely affe gaci
this as'pect of co-operative credit, Any member owning debft o
:p;r:ﬁc;v; s;lciety (;r ];o ar(liy another creditor can file an applicationobzfc(::;

_oettlement Board and suspend paying his instalments until
award is made by the Board and approved by the Regi his | o
takes more than a year and in the meanw o the o e OfFen
to s}lch applications remains locked up. 'I}'l}llli:, tt};fe:zftsll'em?so:n\teielatmg
;le;fiz v:iaf?on in tl:xe hafld§ of debtors to withhold théir paymes;t(;oxtlo
be oo é; sea 1;&; hcredxt societies .and add to the deadweight of overdues.
suspended f:r th: s;efivggr'?hse‘zlx::;?dﬁe aI:prO\:IEd, e payment remains
bly extended over a period much hl)n o thon iy nen it is 'invaria-
in th;e original agreement between the iesr::;:rzﬁgt tgeaZIg::;de: f'or
:yr;lo mr:t tll‘:;n Z?ZZ 1of 1t(hose awards which are not approved, tls:e :321
The s oc ed. up for the period of enquiry and final disposal.

ird class of petitions are those which remains pending for an

unreasonably long period due to the wi
by one excuse or the other. ¢ wilful delay caused by the debtors,

borr:‘\};zrar:::;iirtablfe s}l:ows ‘the total number of petitions filed by the
borx e S 0 the p.rm.xary co-operative societies before Debt
ettlement oards since their inception in Chittagong-Noakhali Divi

sion, the n.umber of cases approved by the Registrar, th e
cases pending before the Registrar, the number of ca:s,es ieljlt::mt;lt)ier 0;
an

the number of cases still 1
: pending before th
with the amounts involved in each case. @ Debt Settlement Boards,

The total amount of credit thus locked up j . '
lakhs and the total amount of loans due by ;lp Is a little less than Rs. 8

e h, .
societies in this area upto 1937 was Rs. ;5?;?21)291‘503 th';af prml:iacrg
hJJ, w]
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Rs. 19,16,992 was overdue. The figures of loans and overdues have
been worked out from the Annual Report on the working of Co-opera-
tive Societies in the Presidency of Bengal for the year ending 1937
(pages 43 and 44) and relate to those sub-divisions and towns which
are included in the statement appended.

It will appear that the amount locked up, due to the operation of
the Debt Settlement Boards, is roughly one fifth of the amount of loans
due by the members of the primary societies and if we add to it the
amount of over-dues of Rs. 19 lakhs, then there is a complete dead lock
and a cent per cent contraction of credit. The contraction of credit
due to the legislation regarding conciliation alone is 20 per cent. One
wonders how under these conditions it might be possible for the pri-
mary societies to extend further help to members or even to return the
deposits on maturity. In fact the signs of contraction of credit are
already visible and the Government of Bengal in their resolution
No. 2513 C.S., dated, the 14th November, 1938, observed as follows : —

“ Although the Central Banks decided to restrict their investments
in village societies to advancing short term loans for agricultural and
productive purposes only, much headway could not be made; difficul-
ties in making effective arrangements for realisation of the heavy exist-
ing overdues rendered the Banks unable to return deposits as they
matured or to formulate any constructive scheme on business principles
for future work.”

The Co-operative Credit Department and the Debt Conciliation
Boards ought to have been working as useful adjuncts to each other;
but instead they have been working at cross purposes leading to a dead
loek. It is time that the Government formulated a scheme whereby
the land mortgage banks and the primary societies should be utilized for
advancing long term credit to the agriculturist, if his creditworthiness
is established after the conciliation proceedings, and save him entirely
from the yoke of the money-lender and then realize their own dues as
a public demand.

The inauguration of provincial autonomy has created a nervous
enthusiasm amongst the legislators and the people. They consider that
provincial autonomy is a magic wand by which every sand can be turn-
ed into gold. There is, therefore, a mad rush for legislative measures
in each province without much appeal to their economic implications.
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legislation specially in an agricultural country like India is apparent
even to a casual observer. Co-operation in this country has been
characterised by unilinear growth, specially along lines of agricultural
credit ; and Bengal is no exception to this general rule. The latest
report on the working of Co-operative Societies in this province reveals
that the total number of agricultural credit societies was 19,928 for the
year ending 30th June 1937, the corresponding figure for non-agricul-
tural credit societies being 555 (Total number of all classes of agricul-
tural societies was 21,112; and that of non-agricultural societies was
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i g E 4 Acts directly affecting co-operative societies and there are also Acts
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‘,,‘;‘;f;’;f,‘ﬁ; © ble 1w lele ing the credit-worthiness of the debtors and the credit-structure as a
- whole.
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Societies—Rs. 5,94,18,087 and non-agricultural societies, Rs. 5,11,35,878)
as against Rs. 10,28,15,547 in 1935 and their total loans to individuals
(leaving out loans to societies for avoiding double computation and
taking figures only of column 4, Statements B and C of the Report)
amounted to Rs. 3,25,07,447 in 1937 as compared with Rs. 2,88,25905
in 1935.! The biggest agency, however, is the money-lender, who
in spite of all his evil practices continues to be a dangerous necessity
and so long as the co-operative societies are not able to supply all neces-
sary credit, the agriculturists and non-agriculturists have this agency
of moneylenders to fall back upon in times of emergency.

Debt Legislation and its effects.—Our main problem here would
obviously be to examine the effect of debt-laws on the agriculturists and
non-agriculturists of the province, as well as their effect on two most
important credit agencies viz. the co-operative societies and money-
lenders. Debt legislation on a provincial basis began in Bengal as late

as 1933. The Usurious Loans Act of 1918 did of course provide for the

reopening of transactions and secured relief to the debtor where interest
was deemed excessive. But this Act, in the words of the Royal Com-
mission on Agriculture was ‘practically a dead letter in every province.’
The Bengal Moneylenders Act, 1933, tried to introduce greater control
over the moneylenders. Iis provisions fall into three broad groups : —
(1) An attempt was made (Sec. 3) to define precisely the term * exces-
sive’ and ‘substantially unfair’—terms left deliciously vague in the
Usurious Loans Act of 1918,—and it was laid down that in cases of

1. It is interesting to note in this connection that this growth is no sure Index

of the progress of the movement. The following table shows how the co-operative
societies are deteriorating in quality: —

Percentage of “A & B”, of “D & E” class societies to total agricultural societies.

Percentage of Percentage of
Year. A & B Class. D & E Class.
1925-26 10-7 14-0
1926-27 9-4 14-4
1927-28 8-8 15-9
1928-29 7-5 16-¢
1929-30 71 17-9
1930-31 51 20-1
1931-32 30 230
1932-33 2-3 21-1
1933-34 2:85 22-4
1934-35 23 23.5

I am grateful to Dr. J. P. Niyogi,

| Minto Professor of i
allowing me to use this table from his Minto Lectures.o Feonomics, for very kindly
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moneylending transacted after the commencement of the Usurious
Loans Act a rate exceeding 15 per cent per annum in the case of secur~
ed loans and 25 per cent per annum in the case of unsecured loans would,
unless the contrary was proved, be deemed excessive though this did not
imply that lower rates would not be held excessive in any case. (2) It was
laid down further that the creditor could not receive as interest a sum
greater than the principal and this would apply to transactions made
both before (Sec. 4) and after (Sec. 6) the commencement of this act

(3) Lastly, it fixed the maximum rate of compound interest at not more
than 10 per cent per annum.

It is interesting to note that though this Act was primarily meant
for controlling Pathan money-lenders? it directly affected co-operative
societies. It defined ‘money-lender’ as “any person who grants a loan of
money” (Sec. 2); not excluding thereby co-operative societies from the
ambit of its operation. It did not further distinguish between agricul-
tural and non-agricultural debtors and applied to all persons receiving
any loan of money (not in kind).

The Act however had a very limited application. In 1936 there
was another Act meant exclusively for agricultural debtors thus auto-
matically limiting the operation of the Money-lenders Act mainly to
non-agricultural debtors. This Bengal Agricultural Debtors Act set
up Debt Settlement Boards for dealing with agricultural debt.? Boards
were empowered to reduce both the interest and the principal, and
direct payment in instalments both as a result of an amicable settlement
(Sec. 19-a) and, when this was not possible, by compelling the remain-
ing creditors to agree if 40 per cent of debts were settled on the basis
of a fair offer. It, however made a special provision regarding co-opera-
tive societies and laid down that:—

No settlement under this Act of the debts of a member of a co-
operative society registered under the Co-operative Societies Act 1912,
who owes any amount to such society, shall be valid without the previ-
ous approval in writing of a prescribed authority* (Sec. 31).

2. Vide Calcutta Gazette, Statement of Objects and Reasons.

3. Agricultural debt has been defined in Sec. 2, sub-gec. 8 of the Bengal
Agricultural Debtors Act as that which “includes all liabilities of a debtor in cash
or in kind secured or unsecured, whether payable under a decree or order of a
Civil Court or otherwise and whether payable presently or in future, but does not
include, among others, any debt due to any bank included in the Second Schedule
to the Reserve Bank of India Act, 1934. v

4, Rule 72 made it clear that the ‘ authority ' may either be the Registrar him-

self or a Deputy Registrar, if directed by the Registrar by a general or a special
order.
n
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It was believed that if the Legislature voted for the exclusion of
the section it was going to “ put upon the Statute Book a measure which
actu:.ally encourages and gives incitement to collusion of the worset ki fi"
andz‘lt was further declared that the policy of the Government wouldm t
be “to subject the co-operative debtors to any unfair discrim'mationno
regards either their co-operative debt or their debts outside the societi::
e as regards the debts of members to outside creditors, Co-opera-
tive Department as a matter of policy intend to put no obst’acle ixlz th
m{ay of debtors securing the advantages of the Act in so far as is ¢ ;
sz.st.ent with the financial stability of the movement and the res an;:
bility of the Department in its quasi-fiduciary capacity to the pf;.)sons
who have contributed the funds from which this movement is financed.”s
But the inclusion of the section has, as we shall see presently, in no w;l
been able to serve the purpose for which it was meant, and tl,le financi 3;
stability of the movement has been vitally affected. ’ e

The Present Position.—The Money-lenders Act and the Bengal Agri
cultura‘l Debtors Act have materially affected co-operative sociegta' -
(s):xrly td1rectly in 1slorlne cases but also indirectly by affecting thelecs:’r:;?c

uc.ure as a whole. For the sake of convenience we shall

the discussion of the indirect effect for the pr e aospone
to direct effects only. The Moneylenders’ fxci,sesz ?::37: Z\Illf;edoursglves
out had a very limited application and in practice it had not mZ lI:OHéted
?tn vto-(}};erativ?dsocﬁties éhough the Select Committee apprehen(c:lede tﬁ::

ould considerably affect loan-co i i ieti joi
stock banks and the capital would “ririlsa:}izs’ofc r::;;cj;)tiehes an o
Cakfutta where the bill will not be operative.” * The eﬁectze fa :lh oy to
Agricultural Debtors Act, however, have been far more w'g ol
have materially affected the financial stability of co-oper:;'c'1:3/'51)1‘661('i é}nd
g;exsvas tllx:la in‘tfen;clion of the framers of the bill that the co-oper:tiizc;?(t?:.

could, if they so desired, claim pref i ]
Sec. 31; })ut the general policy woulclp beex:czn‘ilw:i\f:eiﬁ?sentrefthrou'gh
so far as it was consistent with the financial stability of thepm o
The first part of this statement is being zealously followed thover}?em'
second part is being conveniently forgotten, and the result isot1;1g e
co-operative societies are gradually heading towards a deadlock i the

' The societies have been affected at least in six different :
in cases where no approval is given by the preseribed aut}vr::;;

)

and

5. Speech of Mr. A. E. Porter in the Legislati
. ti
Vol. 47, No. 2, p. 110-12 (16th Dec. 1935). giative

Council, vide Proceedings
6. Vide Calcutta Gazette, 9th February, 1933,
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debt to co-operative societies is not settled by Debt Settlement Boards,
some delay in the realisation of dues is inevitable in this tortuous pro-
cess of going through all the stages set out in the Act; this has been
specially so because the permission is sought not before, but after the
debt with other creditors has been settled. (2) In cases where the co-
operative societies are not claiming such preferential treatment and
approval is being given, their dues are being directly reduced by Debt
Settlement Boards. (3) This reduction of the principal and interest by
the Boards has vitally affected the .co-operative societies and specially
the Central Banks inasmuch as the interest paid on awards is never so
high as the rate of interest paid by the Central Banks and other societies
to creditors on deposits. This has placed societies in considerable
difficulty as the borrowing rates of these societies are now higher than
their lending rates. (4) The Bengal Agricultural Debtors Act has
led to a contraction of credit in the country side. This contraction of
credit has made it impossible for the members to pay off their dues to
the co-operative society by borrowing from outside agencies and then
borrow again from the co-operative societies in times of need. There
can of course be no justification of this vicious circle continuing indefi-
nitely and this policy of allowing the members to borrow from outside
sources for paying off co-operative debt militates against the funda-
mental principles of co-operation ; nonetheless, from a strictly financial
point of view, any sudden drying up of outside credit may lead to the
liquidation of a large number of societies. (5) This Act has created an
atmosphere of non-payment, and in certain quarters the members of
co-operative societies are in expectation of heavy remissions due to
organised propaganda. It is not possible in these circumstances for co-
operative societies to realise their dues. (6) The Act has led to the worst
of collusion in practice, and its object has been defeated inasmuch as it
is not benefiting those for whom it is meant. Bonafide agriculturists
generally hesitate to take advantage of the Act as they are afraid of

' losing the sympathy of their creditor and it is the members of the Manag-

ing Committee that generally take the largest portion of debt from the
societies and are applying to Boards for delaying, if not for evading,
payment.

The position of the land mortgage banks needs some comment in
this connection. The recent report on the Working of Co-operative
Societies tells us that “ the working of Debt Settlement Boards retarded
their business-progress to a certain extent, because prospective appli-

" cants were waiting to see how these Boards could reduce their old debts
" before they took steps to borrow in order to liquidate them.” The Act

has adversely affected the activities of Land Mortgage Banks by placing
obstacles in the way of their rapid realisation of debt. Further, the
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fexperiment.al Land Mortgage Banks in Bengal have been mainly seek-
ing to realise co-operative dues in instalments and have been therefore

superseded in their utility by the reduction of the principal by the Debt
Conciliation Procedure.”

"But the consequences have been of greater importance to other
credit agencies rather than to the co-operative societics. It was claimed
by the Minister-in-charge the other day that there has been no signifi-
cant contraction of credit in the country-side because of the operation
of Debt Settlement Boards. But we find authoritative view to the
contrary. The Reserve Bank of India stated in the Statutory Report of
the I-}gricultural Credit Department that in areas where such legislation
was in force moneylenders had discontinued lending except to old and
trusted clients or their own tenants and have restricted their loans to
a minimum .(p. 10) ; and it was also generally believed that as a result
of various pieces of debt legislation, the moneylender had curtailed his
business to such an extent that he does not find full use for all his own
funds. (p. 40). This conclusion bears testimony to the soundness of
the criticism levelled against the Act in the Legislative Assembly by
speaker after speaker representing various shades of opinion? as well

7. The Government Resolution on the latest Report on the Working of Co-
oper‘z‘itive Societies is thus constrained to observe on this point as follows:—

Thfe working of Debt Settlement Boards retarded their business p;'ogress to
a certain extent, because prospective applicants were waiting to see how these
B.oax.‘ds could reduce their old debts before they took steps to borrow in order to
liquidate them. Measures have since been adopted to co-ordinate the working ;)E
gebt Settlement Boards with that of Land Mortgage Banks by establishing special

ebt Settlement Boards for the purpose in places where Land Mortgage Banks

have been established. Another contributory cause operating to retard the progress
of the Banks was the fact that in many cases would-be applicants could not
suade all their co-sharers to join in making the application.” pe

8. Vide speeches by Mr. Satyapriya Banerji (Co i
(Congress), Mr. Abu Hossain Sarkar (Krish;k-(Pror;ggeS;/)I; Dzlfiillm\?vk:hha Senval
(Coalition), Mr. Jogendranath Mandal (Scheduled Cast,e) I\}Ir Ww. C o an
(European) on 15th March, 1938. It is also interesting t(; not'e 1n tl-;i WOTdSWOf‘th
the refnarks made by Khan Shahib Ashraff Hossain, Chairman of t};S cl;nnedfon
Committee 'in the Dacca Division, Co-operative Conference—“In th i o
Bengal Agricultural Debtors Act hanging over our head like a de io of the
no Central Banks can issue fresh loans on a large scale even SWI;JI' o Dem'ocles,
in a better position to function properly”—wvide Bengal C o t.hey will be
Vol. XXIV, No. 1. » Tenee Tooperative Journal,
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as in several judgments of the Calcutta High Court® as also in the nu-
merous resolutions passed in peasant rallies.1?

The unwisdom of passing regulative acts unaccompanied by any
positive measure is being repeated every year with the result that while
the old basis of credit is shattered, no new basis of credit is being
developed and the peasants are left to their own fate. There cannot be
any justification whatsoever of the failure on the part of the Govern-
ment to tackle the situation boldly; and this attempt at curtailing
money-lending business—without taking upon themselves the responsi-
bility of supplying credit needs of the country and also conveniently
shutting their eyes to all corruptions alleged to have crept into the co-
operative structure—is, to say the least, short-sighted.

A Retrograde Step.—While the Bengal Money-lenders Act affected
all moneylenders advancing loans of money as well as co-operative
societies, the Bengal Agricultural Debtors Act has shaken the credit
relations between agricultural debtors and moneylenders as well as
agricultural credit societies to some extent. As the former did not have
a very extensive application, non-agricultural credit transactions were
not so seriously disturbed as agricultural ones. But the authorities in
their indecent zeal for regulating moneylending have recently intro-
duced a bill for widening the scope of the Money-Lenders Act. This
Bill as modified by the Select Committee is applicable to agriculturists
as well as non-agriculturists ; it fixes the maximum rate of interest at
10 per cent per annum in the case of unsecured loans and 8 p.c. per
annum in the case of secured loans—rates which are substantially lower
than the rates generally charged by co-operative societies; it further
empowers the courts to direct payment of debt in instalments not ex-
ceeding ten years in some cases and twenty years in other cases. But
the most original features of this bill lies in its placing co-operative
societies and money-lenders in the same category! For the bill, as
presented originally, defined ‘loan’ as an advance whether of money
or in kind and included any transaction which is in substance a loan, but
did not include among other things:

9. Costello A.C.J., remarked in Manindra Mohun vs. Bepin Behari “it is
possible even under the general law for a dishonest debtor, even if he be a judge-
ment debtor, to evade his just obligations and to avoid discharging the debt which
he undoubtedly owes. But now a further weapon has been placed in the hands
of the dishonest debtors in the shape of the intervention of the Debt Settlement
Boards” 41, C.W.N. 1370.

10. Vide Debt Legislation in Bengal, p. 21.
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(a) a loan advanced by a bank, co-operative society insurance
company, life assurance company or provident insurance society.

(b) aloan advanced to be used by the borrower for the purposes
of any business or concern relating to trade, commerce, industry, mining,
insurance banking or entertainment or to the occupation of wharfinger,
warehouseman or contractor or any other venture of a mercantile na-
ture whether as proprietor or agent or guarantor.

Curiously enough these clauses have been left out by the Select
Committee,* thus placing money-lenders, co-operative societies, joint
stock banks and insurance societies on the same footing. This not only
betrays ignorance of the fundamental principles of co-operation on the
part of the authorities responsible for the change but also amounts to a
virtual order for the liquidation of good co-operative societies advancing
credit instead of bad ones; it further implies a wholesale demoli-
tion of our credit structure by victimising not only the individual money-
lender but also all other recognised agencies of credit. In fact it
is not possible to criticise this policy too strongly. On the one hand we
not only find that existing credit agencies are utterly insufficient but
also on the other we see that these agencies are fast deteriorating ; the
moneylender has been forced by the logic of the Acts to steadily with-
draw from the business; the co-operative societies instead of taking
their place are themselves going down because of bad management ;
and finally these Acts are victimising even those few Societies which
are still solvent in the interests of the ill-managed societies. The pic-
ture seems to be dark indeed ; and remarks such as those made by the
Agricultural Commission viz., the greatest hope for the salvation of
rural masses from their crushing burden rests in the growth and spread
of a healthy and well-organised co-operative movement seem to be a
far-cry in these days of political confusion and piecemeal legislation.

It is understood that recently a proposal has been made to repay
depositors of societies out of ‘ doles’ distributed by the Provincial Bank
on a short-term basis, the additional sum being raised by means of de-
bentures. In so far as it is a recognition of the serious mistake of a
policy of depriving the creditors of co-operative societies of their dues
it is welcome ; but already the confidence of depositors is irreparably
lost. Debt legislation in Bengal, perfunctory and piecemeal as it has
been, has encouraged a psychological miliew in which non-payment of
debts and pleading of incapacity has become a virtue, in many cases of
necessity but in several of policy, backed by concerted and organised
attempts at virtual repudiation of liabilities.

11, Calcutta Gazette, March 2, 1939,

THE MADRAS AGRICULTURISTS’ RELIEF ACT AND
LAND MORTGAGE BANKS

By

M. DATTATRAYULU,
Accountant, The Madras Co-operative Central Land Mortgage Bank

The Madras Agriculturists’ Relief Act received the assent of the
Yovernor-General on 11th March 1938 and came into force on 22nd
VIarch 1938. In passing this measure the Govermnent' of M?dras took
: bold step to lessen the burden of indebtedness or‘x agmcultur{sts.‘ ’It‘ixle
shief object of the measure is to rehabilittate ag.nculture wh-lchl is t:
sasic industry of the province by giving relief to m(.ie’t.)ted agricu h:imsz .
The object is attained by (1) scaling down of existing debts an ( f)f
reducing the rate of interest on their future debts and (3) writing o
the arrears of rent dues to zamindars.

The benefit of scaling down of existing debt is open only to z.agricul-
turists, as defined in the Act. Every person who }.xa.s a ‘saleable 1r}11te1;est
in any agricultural land, not situated W{thm a mumqpahty, an}cll -;s; 3(; as
not paid income-tax in the two financial years ending Marc , or
has not been assessed to profession-tax on a hal.f-y_early income of more
than three hundred rupees is an agriculturist W{thln the meaning of the
Act. Big land-holders who pay an annual pezshkusi't of five h.undred
rupees are not entitled to the benefit of the {\ct. Big ryotwari patta-
dars would however derive benefit irrespective of the extent of land
held and the revenue paid to Government. Usufructuary mortgages
where no rate of interest is specified, debts dl'.le to government and debts
due to co-operative societies or to any public company where the rate
of interest stipulated is not more than 9 per cent are not affected by the
Act and will have to be paid in full.

Debts are classified into two categories: (a) those which were in-
curred before 1st October 1932 and (b) those that were incurred on or
after that date. In the case of debts incurred prior to October 1932
all interest outstanding on 1st October 1937 is wiped out and. only the
principal or such portion of it as may not have been paid will be due
from the agriculturist-debtor. If the repayments already mac‘1e (both
on account of principal and interest) amount to twice the principal lent,
the entire debt is wiped out. In the case of debts incurred on or after
1st October 1932 relief is given only in respect of interest. Interest at
5 per cent is allowed on the principal borrowed and .interest calculated
at this rate will have to be deducted from interest paid already and the
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balance still found due together with the principal . .
to be paid. principal outstanding will have

Other provisions of the Act include writing off arrears of rent due
to a landlord up to the end of Fasli 1345 on condition that the rent
duet on account of later faslis is paid before September 1938. Decr
which remained unsatisfied till the date from which the Act‘came 'e(tes
force can be reopened and scaled down as per provisions of this :21:0

Sales of immovable pro i i
perty of agriculturists held after 1st O
may be set aside on application from the debtor. ot October 1987

The rate of interest chargeable to an agriculturist after the com-

mencement of this Act shall :
per annum, not exceed 6% per cent simple interest

A perusal of the provisions of the Act clearly shows that the Govern-

ment are anxious to do as much as ib i
: ossible
agriculturist’s indebtedness. ’ to fighten the burden of the

. Iiand mortgage banks in the province are at present advan
(cluflﬁg on.g-term loans mostly for the repayment of prior debts :
d 111 ltcu?’nte’s }éaxlre gaeen felt in disbursing loans as scaled down bs; the Agri

urists’ Relief Act.  Agriculturists ¢
' generally do not
record of their loan transactions with full detasills et orrect

SZ]S:tlsble 3)1‘ (ti}}em to arrive at the correct amount required to clear thei
- Lreditors are not willing to produce documents. or give copi .
s, ies

thereof When alled u
° pOn tO dO SO On 1
. . account Of thlS attitude it Ilas

a somewhat rough estimate of th
; e amount
members’ debts has been found in t " b foed Tor clearance of the

he end to be ej
rom ; : e either mo
?n z; ;e lleaat\tz:;g a sur]c;}us, or inadequate to clear the debtsr:oil;ita?e-
case it has become nec i o
o _necessary to receive an applicati
the & lalzlr;rc; f:u:d dtl:le agd ;anctlon the amount required I')I{Jilic‘?}tLOdei({r
anctioned the original . .
tonal. amount cannot be di
oot t;enttlsware I(li(.)t surrendered till the full amount payable1 S1}:)hursed ?S
creditor.  In the interests of both the creditor z;e; nthls
e

debtor it is necessa
ry that there should ision i
powering land mortgage banks to obtaj P o moviston in the Act ém-

. - n i i
evidencing a debt on payment of a small fceec;rtlﬁed copies of documents

Several

It is therefore not

In a number of cases creditors have ref

amo used to tak
Gen:;latu;s tshc:l:i dov‘:x} under the Act under one preieiiy::-er;; Otfhthe
caleulate d’ by the (l)und 1s not accepted on the ground that the am ant o,
the amount due & a}? mortgage' bank and the borrower is far 1 s
the Act enablin ° i @5 per his calculation. There is n o th?n
g an agriculturist-debtor to apply to a co‘:lftrovl;lc;:x in
and have
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his debt scaled down as per the Act. As the debtor cannot have his
debt settled till the creditor chooses to go to court the debtor is forced
either to pay the amount demanded by the creditor or leave the debt
outstanding.  Land mortgage banks as public institutions naturally
refuse to pay anything more than what is actually due under the Act
as per their calculation. Creditors refuse to take payment of the amount
offered by the land mortgage banks. Large amounts remitted by the
Central Land Mortgage Bank to primary land mortgage banks for dis-
bursement to creditors had to lie in suspense account for long periods
causing loss of interest to the parties awaiting the consent of the cre-
ditors to take payment. There has been considerable delay in complet-
ing the transactions on account of this attitude of the creditors. In
numerous cases it has happened that when a land mortgage bank issues
a notice to the creditor to receive payment of a particular sum which is
the amount due as per their caleulation, and surrender the document
evidencing the debt, either a mortgage deed or a pronote, the creditors
have replied that the amount due to them is much larger
than what is offered, but that they are prepared to receive
the money offered and pass receipt therefor, reserving to them-
selves the right to proceed in a court of law to recover the
balance. The bank could not disburse loans in such cases.
Under the by-laws, land mortgage banks can advance moneys only on
the security of first mortgages and issue debentures with a floating charge
on these assets. If the debt sought to be cleared by disbursement of
the loan is a mortgage debt, the amount could not be disbursed, as in
the event of a court deciding at a later date that the amount paid on
account of the mortgage has not completely cleared the debt, the bank’s
security will rank as a second mortgage. The security being only a
second charge may not be adequate. Even if found adequate, it is
against the provisions of the by-laws of land mortgage banks to advance
any money on second mortgage.

In order to safeguard their security land mortgage banks observe the
rule of clearing secured debts of the borrower in the first instance and
pronote debts thereafter. So even if one mortgage creditor refuses to
take payment as scaled down under the Act, land mortgage banks are
not able to help their member-borrowers. In cases where the debts of
the agriculturists to be cleared are all pronote debts and where
the creditors are not willing to take the amount due as
scaled down under the Act, land mortgage banks have not
been able to be of any help to their members. As a gene-

~ral rule the banks require that the documents in respect

of which payments have been made should be surrendered to them.
They also insist that the borrower should clear all his outside liabilities.
12
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Neither of these conditions will be satisfied where the creditor agrees to

pass a receipt for the amount paid, reserving to himself the right to
recover the balance.

Under the general Law it is open to a debtor to deposit the amount
due on a mortgage in a court of law and apply for cancellation of the
debt. Members of land mortgage banks could not take advantage of
this provision of law, on account of two difficulties apart from the cost
involved. There is considerable delay in disposing of applications of
this nature in courts. They take anything like six months to one year
or even more to dispose of these applications, and land mortgage banks
as business institutions cannot afford to keep open their transactions
for such a long time till the courts decide the fate of applications.
Even if they are willing to pay the amount and await the decision of the

courts, there is the fear of the amount deposited not being found adequate
to clear the mortgage debt.

In the case of pronote debts even this procedure is not
open to debtors. Absence of provision of an easily accessible and
speedy machinery to scale down debts and compel and enforce payments
has led to serious abuses which vitiate the very object of the Act.

Recently, the Government have constituted under the Debt Concilia-
tion Act, 94 Debt Conciliation Boards. Under Section 14 of the Madras
Debt Conciliation Act, a Debt Conciliation Board can effect a settle-
ment between creditor and debtor only if ereditors to whom more tha
30 per cent of the debts are due are agreeable to the settlement If a
creditor to whom more than 50 per cent of the debts are owed Ilefuse:
to agree to a settlement, the Board is powerless to enforce its settle-

ment to compel the creditor to accept the amount as scal

L Lo comp . ed down by the
Agriculturists’ Relief Act. For speedy disposal of loan applicatiorfs by

land mortgage banks it is necessary that the Debt Conciliation Boards
should be empowered by suitable amendments to the Debt Conciliati

Act. and the Agriculturists’ Relief Act to have the debis of an agric Oln
turist scaled down as per the latter Act on the application of the d b:o.
or a land mortgage bank of which he is a member and to malie it
binding on the creditor to accept the decision of the yDebt Conciliati .
Board and receive payment. Until and unless this is d ol

turists will not be able to receive the benefit that the
confer.

one the agricul-
Act is intended to

At the present moment an agriculturist-d
. -debtor i
adamant creditor who refuses to take payment o faced with an

and who prefers to wait without going to court hi:h:nla;ntc;vu:t ﬁue legally
Either he should wait and allow the debt to accumulate #11 z"Lt o
heavy for him to be able to redeem or he shoul . Sxows too
which is more than what is legally due.

d agree to pay an amount
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The question now arises whether the object the Government had in
mind in passing this Act, viz., the rehabilitation of agriculture, will be
achieved if the administrative difficulties cited above are removed by
amending legislation. The rate of interest on future loans to agriculturists
is limited to a maximum of 6% per cent without reference to secured or
unsecured debts. The Government themselves are charging 6% per
cent on the loans granted under the Agriculturists’ Loans Act. Land
Mortgage Banks have raised their lending rate to 6 percent. ‘When
governmental and institutional credit is on a par with the maximum rate
of interest permitted under the law, it is no wonder that the money-lender
should device ways and means of evading the provisions of the law and
reimbursing the loss sustained on account of the Act. It is freely said
that as a result of the Act private credit has almost completely dried up
in rural parts. All the villages are not served by co-operative socie-
ties ; and even where they exist, many in their present moribund posi-
tion are not able to meet all the credit requirements of their members.
The agriculturists are therefore forced to borrow executing documents
for much larger sums than what are actually advanced to cover the
loss of interest. In the absence of a Moneylenders’ Act prescribing the
maintenance of accounts in a certain form and proper audit of accounts
these abuses will go unchecked and the agriculturist will soon find him-
self in the same morass that he was in before the Act was passed.

The Madras Agriculturists’ Relief Act, though very drastic so far as
India is concerned, is not entirely novel. After the advent of the world
economic, depression several countries in Europe and America have
passed drastic legislation to mitigate the weight of indebtedness of the
agriculturists. Some of the countries even resorted to reduction of
the capital amount of the debt. But in all such countries
where legislation was undertaken, institutions to enable repay-
ment of the reduced debt and to cater to the seasonal and
day-to-day credit needs of the agriculturists were first set wup,
the States taking a leading, if not an exclusive, part in providing the
necessary finance. Agriculture like any other industry requires credit.
But agriculture is not organised and is not therefore in a position to
borrow at a low rate of interest as other industries do. Long-term
capital invested in agriculture brings in even lower yield than short term
capital. It is, therefore, necessary that the rate of interest on long term
loans should be lower than on short term loans. Still on the advice of
the Reserve Bank of India, the Government of Madras insisted on the

Central Land Mortgage Bank raising its rate of interest to its present
level of 6 per cent.

In order to achieve their object of rehabilitating agriculture the
Government should do thejr best to increase the return to the agricul-
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turist from his land. The farmer should be enabled to get the best price
for his produce by means of a marketing organisation. The facilities that
the agriculturist of this province has for marketing the two staple pro-
ducts of the province, viz,, paddy and groundnuts, are next to nothing.
Another way of increasing the farmer’s income is by reduction of fixed
interest charge. His long term debt should bear the lowest possible rate
of interest. This is only possible if the State diverts the savings of the
people invested in postal savings accounts and a good portion of the
funds of life insurance companies for purposes of long term loans to
agriculturists. The suggestions about diverting savings deposits for long
term loans and investment of a fixed portion of funds of life insurance
companies for agricultural purposes are by no means novel. In some
of the European countries savings deposits are used for this purpose.
In some of the States of U. S. A. life insurance companies doing busi-
ness in the States are compelled by law to invest at least a fixed portion
of their funds in loans to farmers. Until the present deficit economy of
the agriculturist is changed into a surplus economy the Government’s

intention of rehabilitating agriculture in this province can never be
achieved.

DEBT RELIEF LAW AND CO-OPERATIVE CREDIT IN MADRAS*
By

K. C. RAMAKRISHNAN,

University of Madras.

1. THE AGRICULTURISTS’ RELIEF ACT AND ITS WORKING

The Madras Agriculturists’ Relief Act of 1938 is the most drastic
piece of legislation that has been so far enacted in India for the relief
of agricultural indebtedness. Indeed few foreign countries have gone
to such lengths. The Act provides for the compulsory scaling down
of the debts of agriculturists, while conciliation is the method commonly
adopted elsewhere. Not merely the reduction of the rate of interest,
but also the reduction and even the extinction of the capital amount
of the debt itself—mnot provided for in any country that we know!—
have been rendered possible by virtue of a new interpretation of the
old law of Damdupat, which was not in vogue in most parts of the
Presidency. All arrears of interest on debts incurred before 1932 are
wiped off and the debts incurred after 1932 are to be charged only 5
per cent interest up to October 1937. When payments made already
by way of interest or principal exceed twice the principal, the debt is
deemed to have been discharged ; if they are less than twice only the
balance has to be paid to get a discharge. This is different from the
common interpretation of damdupat that the interest decreed by a
court is not to exceed the principal. ‘“The Madras form is the more
effective” Mr. C. F. Strickland says, “but it involves the court in
long researches into old accounts, for which judicial officers may not
always have time” especially when one account covers many items?
Most debtors do not keep any record and they ecan without difficulty
be persuaded to create fresh pronotes compounding principal and inte-
rest at the old rate and without any reference to original documents.

On the assumption that every landholder is an active participant
in agriculture, relief is not denied to any agriculturist borrower, how-
ever big he may be, unless he is a permanently settled estate holder

* Paper read at the Indian Economic Conference, December, 1938—Revised.
1. Report on Systems of Agricultural Credit and Insurance to the League of

Nations by L. Tardy, pp. 30, 31 ; and International Review of Agriculture, Jan. 1937,
Pp. 1-16. E.

2. The Relief of Agricultural Debt, p. 23,
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paying a peishkush of more than Rs. 500 or a janmi paying more than
Rs. 500 as land revenue. The status of the creditor is not taken into
account, unless one is a woman owning less than Rs. 3,000 worth of
property (exclusive of her living house and jewecllery). The Act
makes no provision for any machinery with full legal powers and ade-
quate financial resources to satisfy the claims of creditors even after
scaling down debts according to the Act. Nearly a hundred Debt Con-
ciliation Boards have been recently set up, one for each taluk generally,
to take advantage of the machinery provided by the Debt Conciliation
Act (1936) for scaling down debts according to the Agricultural Relief
Act. But it is doubtful whether these Conciliation Boards can do anv-
thing more than persuade creditors to accept their award. It is still open
to creditors, to whom more than fifty per cent of the amounts are due
in the case of any debtor, to withhold their consent and thwart any
agreement effected by the Board with the rest. The Debt Conciliation
Boards have not been invested with the powers of Courts to enforce
their awards. Creditors are reported to be cantankerous and refuse to
come to a settlement, which means a loss to them, even when land
mortgage banks offer to pay cash down, in discharge of the debts of
their members scaled down according to the Relief Act.?

According to a recent press communique issued by the Government
of Madras with bare figures of the extent of relief afforded to indebted
agriculturists under the Act by all Civil Courts in the Presidency, during
the period of one year ending with February 1939, there were 96,899
applications for scaling down of debts, of which 80,404 were disposed of.
Claims to the extent of Rs. 2.43 crores were scaled down to Rs. 1.30
crores. 22,538 of these cases involving decrees of Rs,
applications made by judgment debtors under section
the amendment of decrees passed hy Courts already, which have been
scaled down to Rs. 88 lakhs, and there were 31,376 applications for the
stay of execution proceedings. It is not clear how far debtors have been
able to initiate proceedings and get their debts scaled down after the
Act. The Government had no information as to the number of cases
in which the debtor had paid the scaled down debts or those in which
the properties of debtors were brought to sale for the realisation of
scaled down debts.

We get no idea of the relief afforded t
small debtors, thoug of spoctan

h newspapers report occasionall
_ . y cases of spectacu-
lar scaling down of debts of bigger borrowers. .

Nor do we know ho
much of the Rs. 50 lakhs, budgeted for last year, was dishursed bv;
Special Revenue Officers as loans to clear off

i the prior debts s
down, in areas not covered by land mortgage banks. caled

1.68 crores were
19 of the Act for

3. T. A. Ramalin

gam Chettiar’s Address at the
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Ninth Land Mortgage Bankg’
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II. REPERCUSSIONS OF THE ACT ON RURAL CREDIT

The Act has, from all acounts we have had, resulted in the res-
triction of rural credit and, what is worse, led to all s'oxjts of evasions
defeating the beneficent intentions of the law. The Minister for %grx-
culture stated in the Legislative Council (December 13, 1938) that‘ ‘the
Government have received reports which showed different .condmot.ls
in different districts. There have been complaints abou.t difficulty in
getting private moneylenders to lend money to agricul"cun?ts as well as
that evasions are being resorted to in respect of entries in documents
about rate of interest” The Minister for Revenue stated that the ar-
rears of land revenue, excluding remissions and suspensions, showed a
slight increase (16 per cent) over the previous fasli.

The Madras Provincial Co-operative Union issued a questionnaire
to a number of co-operative banks in the presideflcy on .the.: eﬁeciis
of the Act on rural credit in general and co-operative credit in parni
cular, the answers to which have been publishec} in the Madras Journa
of Co-operation in December 1938.* An analysis of the answers shows
the following trends: Agriculturists, as well as professmn.'.ﬂ mor.xey:-
lenders, do not lend as freely as before, even to solvent agnculturxs;c:,.
In spite of the assurance given by the Premier that the benefits of t s
Bill would cease with the status of the debtors as on 1st Octobe'r 193':
and that it was not intended that debts would be. scaled down in t.hls
manner, there was a vague fear of further egislation on moneylendm.g
and of reduction of rates of interest with retrospectlvc‘e‘ effect. .It is
a case of “ once bitten twice shy.” As Strickland says, = even a single
surgical operation causes a shock to the system and there is much
evidence to show that conciliation (we should add, even more‘com?ul-
sory scaling down) an inevitable process at the moment, has 1m1.>a1re.d
the credit of the agriculturist. Credit has no doubt been excessive in
the past and some contraction is beneficial. The process, however, should
not be unduly prolonged; a good surgeon works quickly, and leaves
the patient thereafter to return to normal life.”

There was for some time a hope entertained by money—lende.rs, on
account of conflicting decisions in different courts in fche Pre§1dency
and an appeal in the High Court that the Agriculturists R:ehef Act
would be declared ultra vires. This hope was in vain as the High Court
has now decided in favour of the Government. There was a tendency
for money to flow into joint stock banks; but the failure of the Tra-
vancore National Bank and other banks arrested this tendency. Pur-

4, pp. 323-331.
‘5. The Relief of Agricultural Debt, pp. 15, 16.
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sants can borrow at this rate (6% per cent) except from the co-opera-
tive societies or from the Treasury. The law allows the Government
to notify a higher rate and this will probably prove to be unavoidable
if evasion is not to be universal.”” It is perhaps not so well known to
readers that in many agricultural states in the United States of America
the legal maximum rate for small lenders ranges from 30 to 60 per cent
a year! The fact is that the rate has often to cover high overhead
charges and risk of loss. Pure interest forms only an insignificant part
of the legal rate.®

Some of the other devices employed to evade the law are the
following. In some of the municipal areas, where agriculture is pur-
sued in the outskirts—many of our towns are in fact congeries of vil-
lages—if the debtor is an agriculturist he is induced fo pay the neces-
sary municipal tax to free the loan from the restraints imposed in
behalf of the agriculturists. Pro-notes are endorsed to the credit of
near women relatives who are given a certain amount of protection by
the Act. Many poor borrowers have, in spite of their knowledge of
the provisions of the Act, not availed themselves of the benefits offered
because of their desire to stand well with their creditors and not lose
the little credit they have been commanding. “ All debt legislation” ta
quote again Strickland, “is vulnerable in this respect, that so long
as creditor and debtor deal directly with one another, no debtor can be
prevented from submitting to heavier terms than a court would en-
force.”?

Usury is by no means confined to India, though it is much more
widespread here than in western countries. It was rampant in Western
Europe before the spread of co-operative credit. Until very reeently
it was prevalent in the South and Eastern European States, which have
now taken the lead in debt legislation. After an analysis of the situa-
tion in several countries, an eminent writer in the International Review
of Agriculture, January 1937 observes: “Debt legislation, though in-
creasingly resorted to, is entirely sporadic and does not usually possess
that organic character, which in all legislation is indispensable to ensure
that it shall be logical and equitable. It consists of temporary and par-
tial expedients, which endeavour to regulate in the same way very

, different cases and give the impression that the remedy is worse than

the disease. It is essential to go to the root of the evil, i.e, to the in-
sufficiently remunerative level of prices and improve the methods of

7. The Relief of Agricultural Debt, p. 21.
- 8. Co-operative Banking by N. Barou, p. 12.

9. 'The Relief of Agricultural Debt, p. 11.
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distribution and transport”!® (and we may add production). The Swiss
Peasants’ Secretariat arrived at the conclusion that a five per cent rise
of prices would do more for small holders than

25 per cent reduction
of interest rates. In Yugoslavia the Minister for Agriculture averred
that “the total remission of debt would n.

farmers themselves. What is essential is t
products which would enable them to
hard life. If the debts were remitted
the peasants still possessed.”

ot be in the interest of tha
0 raise prices of agricultural
pay the debts and to live a less
it would destroy the little credit
In Roumania, a country with large rural
debt, it was recognised that “ with a better organisation of production,
agriculturist would have bee

n able to dispense with the interventioa
of the State thus avoiding exceptional legislation.”11

But in India raising of prices does not lie within the province of
the Provincial Government, while something may be done to improve

uction, transport and marketing. The Government of Madras have
often reiterated their desire to implement the Agriculturists’ Relief Act
with positive measures for reconstruc

tion of agriculture in all possible
ways. . We are here concerned only with their efforts to promote co-
operative credit socities to fill the void created by the Act.
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)een issued for the registration of more societies “ after satisfying that
here was any prospect of the societies working successfully.” There has
seen a considerable increase in the number of members and in the num-
ser and value of loans granted in 1937-38—Rs. 211 lakhs, which is, how-
sver, 50 lakhs lower than in the pre-depression year. This is but a
bagatelle compared with the credit needs of the ryots.

As regards the quality of societies, the latest administration report
of the Registrar makes depressing reading. Of the 11,617 societies only
286 are said to be thoroughly good. 1,531 are not bad, though they have
some mistakes and some defaulters. 1,564 are utterly bad
and need to be liquidated at once. The condition of 83232
societies in the C. class is far from satisfactory and most
of them are dormant. The Registrar finds after investigation that

there are 1,200 societies whose realiasable assets far exceed the outside

liabilities and can therefore be revived ; while there are 1,800 societies

in which the realisable assets are insufficient to discharge outside liabili-

ties—a comment on the working of unlimited liability—and most of them

will have to be wound up in the near future. The fact is that the rot set

in even before the depression. With the development of land mortgage

banks and loan and sale societies on the one hand and the enforcement

of unlimited liability in a pumber of societies on the other hand, solvent
members slipped away from the credit societies, which are now left with
members who have exhausted their credit and are unable to repay.

IV. REORGANISATION OF SOCIETIES

1§ more than 50 per cent of the societies cannot be saved, not to speal
of improvement, there must be something fundamentally wrong in the
system or the administration of it in our country. The Agriculturists’
Relief Act has no doubt created a stimulus for co-operative credit ; but
if it is not to be abused and the history of reckless expansion in the last
decade should not repeat itself, the organisation of new societies must
follow a new plan and wherever possible the old societies too could be
reorganised with some adjustments. Hitherto attention has been paid,

even in areas where the financial soundness of the credit structure—the
the tangible

central banks in particular—has not been questioned, to
security the borrower had, rather than to his repaying capacity. This is
the bane of the money-lending system and unlimited lability has fostered
this attitude and lulled the financing banks into a galse sense of security.
It has not been easy to enforce u smited liability especially afte the
Act of 1932, and where it is done it is the cause of furthep I
especially with the more solvent members. It is perh *
strain in the conditions of our country. Would it no

limited liability in the case ofsgw societies at least ?
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duce this system in our Province except in the case of tenants, the first
charge on whose crops would be the rent due to the landlord. Again, in
western countries, agricultural insurance safeguarding the crops and live-
stock of farmers against losses by fire and hail or disease has gone a long
way to increase the security of the pledges offered by borrowing members
of societies. Insurance is becoming more and more an indispensable com-
plement to agricultural credit in the case of small holders and tenants.
“ The instruments of foundation or regulations of agricultural credit in-
stitutions frequently provide for the compulsory insurance by borrowers
of the movable or immovable property on which loans are secured.” 1*
Would it be too much to strive for the establishment of a system of agri-
cultural insurance in this country, though the perils of drought and of
epidemics are more formidable in certain tracts ?

It is easy to offer schemes and plans for the rehabilitation of our
movement, to alter the constitution of societies and frame new methods
of control. But the successful working of societies depends far more on
the continued loyalty and the repaying capacity of the individual mem-
bers which is at the lowest ebb today. Judging from the returns in agri-
culture and surplus available after consumption, quite a large proportion
of agriculturists may not be credit-worthy at all. Other branches of co-
operation may partly tackle the problem of low purchasing power and
help raise their credit. But agrarian, industrial and social reforms of a
more fundamental character are called for, which is outside the province
of this paper to deal with.

Agriculturist money-lenders, as distinguished from the professional
money-lenders, who play a subordinate role in this province would be an
immediate obstacle to the successful working of credit societies even of
the new type. Some of them are by no means greedy and only wish for
a safe investment of their surplus cash but at rates of interest higher than
those offered by banks, co-operative or joint stock. Many of them, how-
ever, have an eye on the lands of borrowers which they gradually get
under mortgage and ultimately grab.'® Some system of prevention of
foreclosure of the land necessary for subsistence of the borrower may to
some extent check this evil. But more important is the education that
must be carried on by co-operative leaders to instil in the minds of at least
the former class of agriculturist money-lenders the virtues of institutional
credit which would help the promotion of thrift and safe investment as
much as the loaning of funds to creditworthy cultivators. Money-lending
has been in many agricultural tracts in the West almost entirely replaced

4. Iid, p. 28.
15. Report on Agricultural Indebtedness by W. R. S. Sathyanadhan, p. 17.
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REVIEWS

BETTER Vitraces. By F. L. Brayne, IL.C.S, Commissioner for
Rural Reconstruction, The Punjab (Oxford University Press,
Rs. 2)).

Mr. Brayne created a sensation about a decade ago, when as a
Deputy Commissioner in charge of the Gurgaon District he started,
ably assisted by his wife, a vigorous campaign of village uplift. He
became Socrates to the villager and his book Socrates in an Indian
Village, gives us an idea of Mr. Brayne’s then mentality and his
approach to the problem. He was then full of enthusiasm and zeal
and wanted by a fiat of the Government to change the order of things
which had remained immobile for centuries. Lord Irwin who wrote a
foreword to that book sounded a note of warning to the enthusiastiz
administrator by drawing his attention to the fact that “what an
Englishman calls white a Chinaman would call black and that neither
is obviously right or wrong.”

-Mr. Brayne went on improving his original draft, as it were, of the
book by publishing Village Uplift in India and a revised edition of it
called Remaking of Village India ; and the present book under review
is an improvement on all these drafts though essentially it is identical
with the first in its aims.

After the experience that has been gained in uplift work, Mr.
Brayne rightly lays emphasis on spontaneity as an essential condition of
rural uplift work. The attempt to improve village life should
be made by the villagers themselves, helped and guided it might be by
outsiders. But there must be genuine desire to improve. The element
of divine discontent if not actively present among the village folk has
to be fostered and that alone would be the real source of inspiration for
continued uplift work.

Another point in the book to which attention may be drawnm, as
contrasted with Socrates in an Indian Village, is the recognition by th2
author of sound elements in the old village life which have to be pre-
served and incorporated into any rural uplift work. He justly remarks
“ pural reconstruction is nothing more or less than the revival of old-
fashioned virtues of hard work, thrift, self-control, self-respect, self-

help, mutual help and mutual respect.”

The author also lays equal emphasis upon the responsibility of the
Government in setting an example in the villages which they manage
under the Court of Wards. He also appeals to Government servants

L)
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+ssu «.ADRAS AgcRICULTURISTS' RELIEF AcT—A Stupy. By B. V.
Narayanaswami Naidu and P. Vaidyanathan (Annamalai

University, 1939. 108 pp.)

This beautifully printed Bulletin of the Economics Department of
the Annamalai University contains many things besides a study of the
Agriculturists’ Relief Act. Among the appendices are to be found the
text and rules of this Act itself, and those of the related Debt Concilia-
tion and Debtors’ Protection Acts and the rules for the grant of loans
under the amended Agriculturists’ Loans Act; the press communigue
issued by the Government from time to time on the working of the
Relief Act, the judgment of the Madras High Court holding that this
Act is intra vires of the powers of the Provincial Legislature, the. ques-
tionnaire and tabulated results of investigation of indebtedness in some
villages in the South Arcot District, on which a number of inferences in
the study have been based. Students of the subject will be thankful
for this heavy documentation, but they will be even more grateful for
a closer investigation and analysis of cases of debts actually scaled down

under the Act.

The study proper deals first with the causes of indebtedness in India
in general and in some villages in South Arcot in particular, where
rates of interest are abnormally high and account for the growing
volume of debt. A brief account is given of the steps faken in foreign
countries and the rest of India to reduce the burden of agricultural debt.
A noticeable feature is the mildness of the measure adopted towards
creditors elsewhere: reduction in the rate of interest, conversion of
short term debts into long term loans, and State aid or guarantee for
the repayment of them in instalments. The authors support the princi-
ple of the Moratorium Bill, which was dropped. They object to the
application of the law of damdupat to all old debts instead of to only
usurious ones. If it was meant to scale down debts because of the
slump in prices, a definite relation between the two should have been
adopted, as in some European countries. They criticise the absence of
an upper limit for ryotwari landholders, which was found in the Mora-
torium Bill. The exclusion of tenants and landless labourers from the
benefits of the Act is regretted. Another major criticism is the lack of
adequate facilities for the debtors to have their debts scaled dovm and to
repay them in instalments. But no new definite suggestion is offered.
Among the minor criticisms are the exception taken to the exemption
of usufructuary mortgages, and absence of provision for the infirm and
orphans. There is a plea for the saving of a subsistence holding from
sale to creditors; and another for a schedule of prices for the sale of
lands, which we fear is not practicable. The decision of the High Court
is said to be ‘ keenly awaited,’ while an appendix gives the text of the

judgment !
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provement of the standard of living of their families. More provisions
and more clothing have been purchased. Moneylenders have recovered
more of their dues than before, while there is a fall in the demand for
loans.

Co-operative societies have not played yet a conspicuous part in
promoting thrift, and popularising Hundi boxes. The standard was so
low that any increased purchasing power would be swallowed up in
raising it ever so small, that savings will take time to reach co-operative
societies, unless a great deal more of propaganda is done,

THE RELIEF OF AGRICULTURAL DEpT. By C. F. Strickland (Oxford
University Press, 1939, pp. 28, 9d.).

This is a very compact and instructive analysis, with sparkling com-
ments, of the variety of measures taken by Provincial Governments and
States in India for the relief of agricultural indebtedness in the last
eight years. Students of the subject cannot wish for a more balanced
and scientific treatment. The sponsors of the legislative measures them-
selves cannot look for a more sympathetic critic. We cannot do better
than quote some of the wise observations of which this little pamphlet
is full : —

“ Conciliation is not a sovereign remedy for all persons. Inertia,
suspicion and other causes have led many to refuse the offered help.
Some are past helping. Nevertheless those whose debt is now of
reasonable dimensions have a chance to make a new start and
avoid new entanglements if they will,”

“'The test of conciliation will come when the first few annual in-
stalments have been paid and the sense of alleviation has worn off.”

“The limitation of interest is an ideal at which many Govern-
ments have grasped for many centuries. It Is beautiful in appear-
ance, but though not entirely useless, is much less useful than its
advocates commonly suppose.”

“ Legislation to limit mortgages of agricultural land to 20 years

(as in the Punjab) may be expected to achieve more than laws for

regulation of accounts with no adequate penalty for breach or a

legal limitation of interest rates which it is difficult to enforce.”

“ Long term loans can only be granted to men of sufficient charac-'
ter to ensure at least the intention to repay.”

Readers of the pamphlet will be thankful to the Indian Village Wel-
fare Association in England for the selection of such an experienced
writer to give a convenient and interesting summary of a complex series
of measures.
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CO-OPERATIVE SOCIETIES AT WORK IN INDIA

MADRAS

Extracts from the Report of the Registrar of Co-operative Societies, Rao
Bahadur M. Giriappa, for the year ending 30th June 1938 :—

General Working.—While there was a very slight rise in the price of paddy,
there was considerable fall in the prices of commercial crops. There was
therefore no marked improvement, on the whole in the economic condition of the
ryots.  Accordingly, at my instance, all the concessions given by co~operative
societies last year for affording relief to their members were continued during
the year.

The passing of the Madras Agriculturists Relief Act, 1938, also contributed to
the increased demand for the organization of new societies. This Act is bound
to result in the expansion of the movement as the ryots would be looking in a
larger measure than hithertofore to the credit societies for necessary finance.
Accordingly Deputy Registrars were instructed to take up the work of expansion
of the movement in their districts. 446 societies, both credit and non-credit, were
registered during the year and I expect more will be registered during the
current year. But they have, however, been told that they should
register societies only after satisfying themselves that there was every
prospect of the societies working successfully. That a cautious policy was
followed during the year 1937-38 is evident from the fact that out of 934 appli-
cations for societies disposed of, only 446 were complied with by registration. The
classification of the several societies registered during the year was as follows:—

Land mortgage banks .. 8
Agricultural credit societies other than land mortgage banks .. 201
Non-agricultural credit societies .. 32
Purchase and sale societies .. 95
Production and sale societies .. 33
Other types LT

Total .. 448

It may be observed that of the societies registered 205 were for non-credit
purposes. This number included 18 better living societies, 15 thrift societies for
women, 5 societies for the consolidation of holdings, three each for cattle breeding
and for the production or sale of Khaddar and two for colonisation.

The registration of 235 societies was cancelled during the year as against 195
and 334 in 1936-37 and 1935-36 respectively. Cancellation was ordered only when
all attempts to revive the society proved futile.

There was at the close of the year 13,138 socleties as against 12,927 in the
preceding year. Of these, the committees of 26 societies were under super-
session under section 43 of the Act and 1,236 societies were under the management
of agents appointed under by-law 62 of village credit societies, as against 38 and
1,340 societies respectively at the end of the previous year.

Loans—The loans given by Central Banks to socleties and individuals
amounted to Rs. 142-25 lakhs and Rs. 13-39 lakhs as against Rs. 105-88 lakhs
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The working capital of all societies rose from Rs. 1851-93 lakhs to
Rs. 2,005-65 lakhs. The total working capital employed in the movement exclu-
sive of the investments of one society in another amounted to Rs. 1,199-48 lakhs,
as against Rs. 1,114-01 lakhs in the previous year; and it is made
up of as follows:—

Rupees.

(In Lakhs.)
Paid up share capital .. 23535
Deposits of individuals and institutions .. T67-94
Reserve Funds .. 17317
Loans from Government .. 23-02

Total .. 1]199-48

The owned capital in the movement is Rs. 408-52 lakhs (i.e., 34-06 per cent of
the net working capital).

Appointment of Agents under by-law ¢2.~There were 1236 societies under
the management of agents appointed under by-law 62 as against 1,340 societies
at the end of the previous year. The assets to be collected in these societies as
on the date of replacing the panchayat amounted to Rs. 60°93 lakhs under prin-
cipal and Rs. 12-83 lakhs under interest. Before the close of the year the agents
collected Rs. 21-17 lakhs under principal and Rs. 9-48 lakhs under interest.

The existence of a large number of societies under the management of agents
is not altogether a satisfactory feature of the movement. It is true that agents are
appointed only in cases where the alternative is the cancellation of registration and
instances are not wanting where owing to their efforts societies have been saved
from liquidation. The system has worked well in certain districts and has helped
the Central Banks to realize their longstanding dues but in certain other districts
it was not attended with much success.

It has to be remembered that the managers appointed under by-law 62 are
mere collection agents with no powers either to lend or borrow on behalf of the
societies except with the special sanction of the general body on each occasion.
It is therefore desirable that in cases where the agents have either reduced the
overdues substantially or pulled up the condition of the societies, that the normal
constitution of the societies should be restored as early as possible. The period
of such management should be restricted to the minimum necessary in each case.

DETAILED WORKING OF SOCIETIES

The Madras Provincial Co-operative Bank.—During the year, the bank
redeemed the shares held by societies other than Central Banks and this accounts
for the decrease in the number of society share-holders and the paid up share
capital. There was a slight fall in the deposits held by individuals from Rs. 5708
lakhs to Rs. 56-39 lakhs. The deposits of societies also fell from Rs. 78:76 lakhs
to Rs. 61-91 lakhs. The deposits from joint stock and other institutions, local
boards and municipalities and Government contractors, however, rose from
Rs. 34-36 lakhs to Rs. 4676 lakhs with the result that there was an increase of
about Rs. 3 lakhs in the total borrowings of the bank. The investments of the
bank in Government Promissory notes amounted to Rs. 126-47 iakbs as against
Rg. 142-30 lgkhs in the previous year.

15
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of the Debenture Redemption fund is invested and the mnet return in any year
falls short of the rate of interest borne by the debentures, the short fall will be
made good from the revenues of the bank in the same year. They also directed
that a margin of at least 2% per cent should be maintained between the rate of
interest charged to ultimate borrowers and the rates of interest on debentures and
that the rate of dividend paid by the bank to its share-holders should not exceed
1 per cent above its rate of interest on debentures. At a meeting of the Board of
Directors of the Madras Co-operative Central Land Mortgage Bank held on 8th
April 1938, it was resolved to accept the first two conditions laid down by Govern-
ment and to recommend the question of limiting the rate of dividend to 1 per cent
above the debenture rate to the general body. Accordingly the rates of interest
on loans issud by the Central Land Mortgage Bank and by primary land mortgage
banks to their members have been enhanced from 4 to 4% and 5 to 5% per cent
respectively. Loans are now issued to the ultimate borrowers at 514 per cent.

The Central Land Mortgage Bank approached Government during the year
twice for an enhancement of their guarantee of the debentures of the bank as
the transaction of the bank developed considerably. In April 1938, Government
enhanced their guarantee from Rs. 125 lakhs to 150 lakhs. Again in September
1938, Government enhanced their guarantee by Rs. 50 lakhs more, the total guaran-
tee under section 6 thus extending to Rs. 200 lakhs, exclusive of the debentures
redeemed from time to time. During the year, Government permitted local bodies
to invest their provident fund and railway-cess funds in the 20-year debentures
of the bank up to one-half and one-third, respectively, of the amount to the credit
of the fund without reference to Government.

Central Banks—The number of Central Banks remained the same as in the
previous year, ViZ, 31. The number of individual shareholders of the banks fell
from 4,248 to 4,176 while the number of society shareholders rose from 11244 to
11,288. Of the 11,288 societies affiliated to the banks, 199 were Central Societies,
9,811 were Agricultural Credit Societies, 946 were non-agricultural Credit Socie~
ties and the remaining 332 socicties belonged to other types.

There was an appreciable increase in the total deposits and borrowings and
also in the working capital. The increase is justified by a corresponding increase
in the loan transactions of the banks. The total owned capital of the banks (share
capital and reserve fund) amounted to 15-9 per cent of the total working capital
on 30th June 1938 as against 16-6 per cent on 30th June 1937.
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Loans—The loans disbursed to societies during the year amounted to
Rs. 142-25 lakhs as against 105-88 lakhs in the previous year. The development
of produce loans through sale societies accounts to a large extent for the increase
in the loan transactions. The increase is also indicative of the fact that the credit
facilities afforded by co-operative societies are being availed of by agriculturists to
a greater extent than before. The repayments by societies during the year amount-
ed to Rs. 113-91 lakhs. The amount of loans outstanding at the end of the year
was Rs. 304-56 lakhs.

Out of Rs. 142:25 lakhs lent to societies during the year, a sum of Rs. 96-67
lakhs represented short-term loans. The ratio of short-term to long-term loans
issued was 1:0-47 as against 1:0-82 in the previous year. 22 Central Banks as
against 15 in the previous year issued more short-term than long-term loans. The
ratio of short-term to long-term loans outstanding at the end of the year was 1:1-67
as against 1:2-4 in the previous year.

During the year, the Central Banks were exhorted to implement the provisions
of the Agriculturists’ Relief Act and thereby justify the exemption given to co-
operative societies from the operation of the Act. With this end in view, the fol-
lowing suggestions were made for their consideration:—

(1) Reduction of the lending rate on new loans to societies to 5 per cent and
in any case not to exceed 5% per cent, and

(2) reduction of the lending rate on outstanding loans so as not to exceed
6 per cent,

The response from the Central Banks was generally satisfactory. Before the
close of the year, as many as eleven Central Banks brought down the lending rate
on new loans to 5 per cent and seven others to 5l per cent. Five other banks
reduced the lending rate to 5 per cent subject to certain conditions. On outstand-
ing loans fourteen Central Banks reduced the rate to not more than 6 per cent.
1 hope that the other banks will also fall in line with the principle of the Act and
bring down their lending rates before long. On loans to sale societies almost all
banks charged a lower rate than to other societies. In nine banks, the rate was

3% per cent or less.

Revival of Dormant Societies.—In the report for the previous year, special
emphasis was laid on the revival and rehabilitation of dormant societies as a part
of the programme of work of Central Banks. Statistics gathered have disclosed that
there are about 1,800 societies in the Presidency in which the realizable assets are
insufficient to discharge the outside liabilities. Some of these are probably incapa-
ble of improvement and may have to be liquidated at no distant date. Where. f:he
deficit is not large it must be possible to restore the society to a normal condition
by the admission of new members, reconstitution of the Panchayat, grant of liberal
concessions in collecting existing loans and the disbursement of fresh short-term
loans strictly within the repaying capacity of the borrowers. Statistics have also
revealed that there are about 1,200 societies in which the realizable asse'ts far ex-
ceeded the outside liabilities. They include societies which are in a working condi-
tion and which have built up strong reserve funds and societies which have almost
no outside liabilities and are dormant. In either case, there is considerable scope
for development. It is the duty of the supervising and financing agencies to lqok
into the affairs of these societies, find out the causes for their dormant condition

and to revive them,
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lakhs. The rise during 1937-38 was by Rs. 49-04 lakhs. If this rate of progress is
maintained—and I see no reason why it should not—the level of 1929-30 which was
the highest during recent years will be reached during the current year.

The loans due by members to societies were Rs. 150-43 lakhs under short-term
and Rs. 367-12 lakhs under long-term. The long-term loans were 71 per cent of
the total loans outstanding against members on 30th June 1938 as against 76 per
cent at the end of the previous year. If the loans outstanding against members in
land mortgage banks are excluded the percentage will be 60 as against 68 in the
previous year. Though there was some reduction in the percentage of long-term
loans it is necessary that further reduction should be made. To achieve this object
instructions have been issued to District Officers that when they register new socie~
ties the maximum borrowing power should be fixed separately for long-term and
short-term loans in the by-laws of the societies.

Primary land mortgage banks.—At the beginning of the year, there were 93
primary land mortgage banks. During the year, eight banks were registered
making the total number of banks 101 on 30th June 1938.

12,816 villages are covered by existing land mortgage banks and loans have
been issued in 3,440 villages. The total number and amount of loans issued by
primary land mortgage banks up to 30th June 1938 were 10,079 and Rs. 175-83
lakhs, respectively. To supplement the work of land mortgage banks, Government
were advancing loans till about January 1938 under the Agriculturists Loans Amend-
ment Act, 1935, in ten districis generally in areas not served by land mortgage banks.
The scheme was suspended pending the passing of the Madras Agriculturists Relief
Bill into law. The amount of co-operative debts scaled down from 1st July 1937
up to the date of suspension of the scheme was Rs. 45,812 under principal and
Rs. 6,081 under interest. The total loss incurred by societies on this account was
Rs. 8,312, Land mortgage banks were advised to scale down the debts of their
members. Reports received show that banks were able to influence creditors to
write off loans due to them till the passing of the Agriculturists Relief Act to the
extent of Rs. 1-08 lakhs as against Rs. 1-56 lakhs in the previous year. After the
passing of the Agriculturists Relief Act, the amount scaled down and written off
was Rs. 0-79 lakhs,

The main difficulty that stands in the way of quicker disposal of loan applica~
tions is in securing documents of title or statements for discharge of debts from
creditors and other persons. There is no provision in the Madras Land Mortgage
Banks Act to summon creditors or other persons to give statements or to produce
documents in their possession. I shall shortly address Government for an amend-
ment of the Act in regard to this matter. . .

Credit Societies (excluding primary land mortgage banks).—The number of
agricultural credit societies rose from 10,502 to 10,520. Of these, 50 had not started
work before the close of the year.

Membership and transactions.—The total number of members rose from 510,561
to 523,998. During the year the working capital of the societies rose from Rs. 430-24
lakhs to Rs. 437-13 lakhs and the loans issued during the year were Rs. 110-97 lakhs
as against Rs. 96-17 lakhs in the previous year.

"Pl’ﬁﬂt&-—The total divisible profits earned by some societies fell froxh Rs. 6-37

. Jakhs t0 Rs. 4-94 lakhs and the unrecouped loss of the remaining societies rose
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The Pannimadai Co-operative Society in Coimbatore district interested itself in
introducing improved methods of cultivation in selected fields by demonstrating la-
bour saving and scientific appliances under the advice of the Agricultural Department.
The Tirumarangampundi society tried to grow an improved variety of cholam on a
demonstration plot of about 31 acres. The Titte Co-operative Society in Tanjore
district undertook joint purchase of the requirements of the members and joint
cultivation of lands, and also selected a few families for introducing better living
principles. The society obtained a loan of Rs. 755 from the Central Bank for the
joint purchase transactions and took 33 acres of land on lease for joint cultivation.

A few societies in West Godavari, Cuddapah and Trichinopoly districts also in-
troduced multi-purpose objects in their by-laws.

Loan and sale societies—There were 118 societies at the end of the year as
against 111 at the beginning of the year. They had a membership of 17,276 indivi-
duals and 1,660 societies and their paid-up share capital amounted to Rs. 1-84 lakhs.
They advanced loans to members amounting to Rs. 62-12 lakhs as against Rs. 2616
lakhs in 1936-37, the transactions in the sale societies thus showing a phenomenal
increase. A sum of Rs. 40-09 lakhs was outstanding at the end of the year. The
total value of stock on hand at the beginning of the year and that received during
the year either on pledge or for sale was Rs. 107-59 lakhs, of which stock to the
value of Rs. 32:76 lakhs was released without sale and produce to the value of
Rs. 24-72 lakhs was sold. 57 societies worked at a net profit of Rs. 47,267 while the
loss in other societies was only Rs. 9,875.

During 1937-38, 13 sale societies were sanctioned Government loans amounting
to Rs. 1,32,276 and a free grant of Rs. 43,144 for the construction of godowns. Gov-
ernment have so far sanctioned loans to 20 sale societies for the construction of
godowns and the applications of two sale societies are under consideration.

The free grant of 25 per cent of the estimated cost of the godowns put up by
sale societies is met out of the Government of India grant for rural reconstruction.
Government were pleased to extend the concession to select credit societies which
intend putting up godowns-cum-village-hall and reading room. Five credit socie-~
ties in Chingleput district and eight societies in Salem district have availed them-
selves of this concession. The free grant sanctioned to these societies amount to
Rs. 7,100. These societies are well established societies and are in a position to
meet the balance of 75 per cent of the cost of the godowns from their general funds.
The godowns that will be put up in Salem district will serve as auxiliary to those
constructed by the sale societies in the taluk headquarters, the idea being to cover
the entire district with godowns at important taluk centres with auxiliaries in the
villages. The main godowns will be centres for sale while the auxiliaries will
provide facilities for storage of produce. The success of the new scheme is watch-
ed with interest.

In the last annual report reference was made to the interesting experiment
undertaken by the Madura Sale Society for the disposal of nightsoil and rubbish. I
regret to report that the society did not secure the contract after 31st March 1938.
The municipal council wanted Rs. 35,000 for the contract, while the society offered
Rs. 30,000. The contract was put up for auction and an outsider knocked it
down for Rs. 35,000 though the society’s bid went up to Rs. 34900. The ques-
tion of securing the contract for the sale society in future is engaging my attention
as well as of Government,

A detailled account of controlled credit system introduced in this Presidency

was given in the annual report for 1936-37. Since there is a lare margin of profit
16
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' Rs. 18,628. It purchased during the year 531,872 measures of milk for Rs. 1,63,941
»d sold 316,062 measures to the public and 192,446 measures to the State hos-
itals in the city. The unsold milk was converted into milk products and sold for
s. 14179, The average daily purchase and sale of milk were 1,457 and 1,393
leasures as against 1,594 and 1502 measures respectively in the previous
ear. ‘'There was a reduction in the percentage of unsold milk pur-
hased. 'The union had 44 depots in the city for the sale of milk.
i earned a profit of Rs. 14,492 of which Rs. 10930 were gset apart to-
;ards the Pasteurisation and Building Fund and balance of Rs. 3,562
sas declared as net profits. The question of purchasing a pasteurisation plant was
nder the consideration of the union during the past few years. With the loan
btained from Government and the special fund created for the purpose the plant
vas purchased during the year. With the installation of this plant it is hoped
hat the progress in its business will be more rapid and that the usefulness of this
nstitution will increase further as it will be in a position to supply pasteurised
nilk to the public of Madras.

The Coimbatore Milk Supply Union started during the year had on its rolls
'our societies and 23 individuals. It purchased 129,461 measures of milk for
Rs. 34,175 and sold 62,697 measures to the public and 28,243 measures to the Gover-
srment hospital. The unsold milk was converted into milk products and sold for
Rs. 4827. In the initial stages the union lost heavily owing to the existence of
a large stock of unsold milk. Steps taken later to reduce this surplus were effec-
tive and from March 1938, the union has been recouping its initial losses.

The Madura Milk Supply Union was started by the Hon'ble Sri. C. Rajagopala~
chariar, the Premier, on 26th June 1938, and the union at Nellore started work only
after the close of the year. Steps have been taken to start unions at Ellore, Viza-
gapatam and Rajahmundry and it is hoped that before long, such institutions will
be started in all big towns in the Presidency.

Fruit growers’ societies—There were nine societies of this type at the end of
the year. The Kodur Fruit Growers' Society in Cuddapah was the most prominent
of the sotieties which did useful work. This society which was started in April
1037 had on its rolls on 30th June 1938, 119 members with a paid-up share capital
of Rs. 2,945. During the year it sold 9,637 baskets of oranges, 651 baskets of man-
goes, 412 baskets of limes and 957 baskets of melons and sapotas and earned a
commission of Rs. 1,405. The bulk of the fruits was sold through the Madras Pro-
vincial Marketing Society. The society ecarned a net profit of Rs. 820 for the year.

The Michaelpalayom society in Madura sold for Rs. 24,634 the fruit supplied by
its 102 members and earned a profit of Rs. 1,630.

The Puthur society in Chittoor had a membership of 21 with a share capital of
Rs. 69. Tt supplied the Madras Provincial Marketing Society with fruits of the
value of Rs. 207. The North Malabar Fruit Growers' Society (formerly Kottayam
Fruit Growers Society) had a members! ip of eleven. Pine apples of the value of
Rs. 74 were supplied by members. For want of marketing facilities much progress
could not be made. The society proposes to undertake the canning of fruits for
which there is much scope.

The Vuyyuru Industrial and Credit Society in Kistna had on its rolls 516 mem-
bers with a paid-up share capital of Rs. 1-89 lakhs as against 514 and Rs. 1-62 lakhs

" in the previous year. The factory worked only for 53 days in the year as against 79

 days last year. By limiting the crushing season economy was effected in manufactur-

" ing expenses, The quantities of sugarcane crushed and sugar manufactured were

$eis
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29,128 tons and 2,307 tons respectively as against 30,923 and 2,472 tons respectively
last year. During the year there was a slight rise in the price of sugar. The
society realized Rs. 642,814 by the sale of sugar through the agency of Messrs.
Volkart Brothers. The loans due to the Madras Provincial Co-operative Bank
were reduced during the year from Rs. 15-97 lakhs to Rs. 13-51 lakhs. By the end
of the year the loss of the society was reduced from Rs. 4+11 lakhs to Rs. 4-02
ilakhs. An officer of the Agricultural Department continued to be the General
Manager and Chief Agricultural Officer of the society. The area under cultivation
has been increased and it is expected that during the year the society will obtain
a supply of at least 75,000 tons of cane for crushing. It is hoped that before the

close of the year a good portion of the loss sustained by the society in previous
years will be recouped.

The two socieies at Etikoppaka and Thummapala in the Vizagapatam district
had a total membership of 194 with a share capital of Rs. 1-41 lakhs, as in the previ-
cus year. Their losses increased from Rs. 1-36 lakhs to Rs. 1-53 lakhs. The working
of these societies is far from satisfactory. During the year the management of the
society at Thummapala was taken over by the Vizianagaram Central Bank which
in turn appointed the Vizagapatam Sugar Refineries, Ltd., as their agents. There
was no improvement even with this change in management. The society at
Etikoppaka manufactured sugar of the value of Rs. 68,029. The instalments of loans
to the Vizianagram Central Bank were all overdue. The excise duty and the low
price of sugar were mainly responsible for the heavy losses in the societies.

Urban Credit societies—There were 1,070 societies under this class at the end
of the year with a membership of 275424 as against 1,057 with a membership of
264,665 at the beginning of the year. During the year the total working capital of
the societies rose from Rs. 371-36 lakhs to Rs. 393-14 lakhs. During the year these
societies disbursed loans amounting to Rs. 274-82 lakhs of which Rs. 95:46 lakhs
were on short-term. Most of the societies kept their obligations to the depositors
and the financing banks, the percentage of overdues in the Presidency being 4:07
under long-term and 1-19 under short~term as against 5-32 and 1-62 respectively in
the previous year. Out of a total demand of Rs. 195-28 lakhs under long-term and
Rs. 108-16 lakhs under short-term loans outstanding against members, there was a
balance of Rs. 45-34 lakhs and Rs. 17-44 lakhs under long-term and short-term res-
pectively, the percentage of arrears working out to 23-22 and 16-13 as against 21-60
and 21-56 in the previous year. The percentage of overdues under arrear and

current interest were 59-43 and 18-88 as against 61-52 and 19-62 respectively in the
previous year.

The loss sustained by 214 societies was 1:02 lakhs; the remaining societies
earned a net divisible profit of Rs. 7-84 lakhs.

Of the societies under this class, 312 were exclusively for employees of Gov-
ernment, Local Board and other institutions. I must here utter a note of warning
These societies intended primarily to inculcate the habit of thrift among salaried
persons have lamentably failed to achieve this object. On the other hand, by
affording easy credit, they have kept them in a state of perpetual indebtedness.
In many cases it is noticed that the amount of credit to members only increases
from year to year but shows no tendency to decremse. It is high time that
societies should discourage extravagance and encourage thrift. Where the promo-
tion of thrift on a voluntary basis is not successful, societies may have to use some
compulsion. For this purpose, the model by-laws of public servants’ co-operative
societies were amended during the year providing for a compulsory monthly deposit
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by every member, at a rate fixed in accordance with his salary, these deposits being
non-withdrawable so long as membership continues. Deputy Registrars have been
asked to see that all the societies for the staff of this department adopt these amend-
ed by-laws. There are heavy overdues in most of the employees’ societies in spite
of the fact that before loans are granted members are generally required to autho-
rize their pay disbursing officers to deduct {from their salaries the loan instalments
due to the societies. Instances are not wanting where after receiving the loans the
members withdraw the authorization given by them and leave the societies quite
helpless in recovering the loans and the paying officers have no powers to effect
recoveries without the consent of the employees concerned. The posi-
tion has become worse with the recent amendment of the Civil Procedure Code
raising the non-attachable portion of salaries from Rs. 20 to Rs. 100. Statistics
available show that for the bulk of the overdues, the members drawing salaries
below Rs. 100 are responsible. The question of devising means whereby societies
will be enabled to enforce regular payments from members is under consideration.

Stores.—The 73 stores societies had a working capital of Rs. 8:23 lakhs. The
value of the stock on hand at the beginning of the year and of the goods bought
during the year amounted to Rs. 22-80 lakhs. They sold goods of the value of
Rs. 21:60 lakhs and made a gross profit of Rs. 1-72 lakhs, The net profit earned
by some societies was Rs. 54,958 while the loss incurred by the rest was Rs. 10,951
as against Rs. 48,160 and Rs. 12,531, respectively in the previous year.

The Triplicane Urban Co-operative Society continued to be the premier insti-
tution of this type. It had 26 branches with a total membership of 5,818, The
paid-up share capital of the members was Rs. 81,312. The society sold articles of
the value of Rs. 9-41 lakhs as against Rs. 8-82 lakhs in the previous year and earn-
ed a net profit of Rs. 18,630. The profit earned during 1936-37 was Rs. 17,524,

The Aravankadu Cordite Factory Stores, the Madras Government House Stores,
the Pykara Power-house Stores, the Ootacamund Public Servants’ Stores and the
Government Quinine Factory and Cinchona Plantation Stores in the Nilgiris sold
goods of the value of Rs. 2:23 lakhs and made a gross profit of Rs. 19,568. Four

of the societies earned a net profit of Rs. 10,628 and one society incurred a loss of
Rs. 16.

The Kodaikanal Stores, Madura City Stores and the Madura Minakshi Stores
in the Madura district sold goods of the value of Rs. 2-98 lakhs and earned a net
profit of Rs. 9,908. Some of the remaining stores which did appre-
ciable work during the year were the Pudupalayam and Manjakuppam Stores in
South Arcot, the Chingleput Stores, Pappinisseri Stores and the Standard Tile and
Clay Works Stores in Malabar, Rameswaram Stores in Ramnad, Salem City Stores

and Mettur Project Headworks Stores in Salem and the Mahaganapathi Stores in
Tanjore.

A scheme has just been introduced in Madura district to assit the villagers
in the Upper Palnis who have hitherto bgen the victims of merciless exploitation
by a few traders. The Kodaikanal Co-operative Stores has undertaken the supply
of provisions to the villages in the Upper Palni and it has purchased a lorry for
the pur,'ose. The idea is to link the supply of provisions on credit to the villagers and
the marketing of produce raised by them. The Madura-Ramnad Central Bank has
given its full support to the scheme. The garlic collected in the villages was sold
in Madura through the Madura Sale Society and the members were satisfied with
the result of the sale. As the scheme was launched only in the month of June
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much progress was not made during the year. The progress made since the close
of the year is reported to be gratifying.

Weavers' societies.—There were 133 societies of this type at the close of the
year as against 80 at the beginning. The working capital of these societies exclud-
ing the Provincial Society was Rs. 2:42 lakhs. The value of raw materials pur-
chased by the societies was Rs. 2:00 lakhs Finished products of the value of
Rs. 4-31 lakhs were sold to the public as against Rs. 1:60 lakhs last year. The net
profits earned by some of the societies were Rs. 13,361, while the losses incurred by
the rest were Rs. 12,266 as against Rs. 9,596 and Rs. 8,046 in the previous year. The
Devanga Weavers’ Society in Coimbatore alone contributed to a loss of Rs. 5,874.

The number of credit societies in which weavers contributed more than 60 per
cent of the membership was 64 at the end of the year. They had a paid-up share
capital of Rs. 38,697 and a working capital of Rs. 2-68 lakhs. The profit and loss
made by these societies were Rs. 2,890 and Rs. 11,537 as against Rs. 4,375 and
Rs. 8,811 respectively, in the previous year.

"The Madras Handloom Weavers’ Provincial Co-operative Society continued to
make steady progress. The share capital of the society increased from Rs. 18,450
at the beginning of the year to Rs. 33165 at the end of the year. During the year
provision was made in the by-laws of the society for ‘B’ class shares of Rs. 5 each
to enable poorer and middle-class persons also to take shares in the Provincial
Society. The by-laws were amended for the admission of Central Banks apd co-
operative societies also as members.

The subvention of the Government of India for the year was Rs. 68,800 of
which Rs. 56,119 was disbursed to the Provincial Society. The Provincial Society
subsidized 78 societies to the extent of Rs. 17,833 during the year. The system of
supplying yarn to primary weavers' societies on the guarantee of the Provincial
Society was continued. At the end of the year, the guarantee given by the Provin-
cial Society amounted to Rs. 42980; societies purchased yarn to the value of
Rs. 24,090 out of which Rs. 12,395 were paid by societies and Rs. 7,981 were paid by
the Provincial Society leaving a balance of Rs. 3,714 due to the mills on 30th June
1938. The Provincial Society disbursed cash credit loans amounting to Rs. 47,633
during the year. A sum of Rs. 20,550 was due on 30th June 1937; out of the total
amount of Rs. 68,183 due from all societies Rs. 5,269 were recovered leaving a
balance of Rs. 62914 due from societies. The Madura depot was closed but new
depots were opened at Vellore, Tinnevelly, Coimbatore, the last two being run by
the Melappalayam and Coimbatore Devanga Sicieties, the Provincial Society gives
a subsidy not exceeding 50 per cent of the cost of running the depots subject to a
maximum of Rs. 50. The value of goods sold in the Madras Emporium and the

sales depots amounted to Rs. 71,158, Three more hand-sized machines were instal-
led during the year, :

Societies for Cottage Industries.—The Vizianagaram Khaddar Spinning and
Weaving Society had a membership of 501 with a share capital of Rs. 2,618. It sold
goods produced by members of the value of Rs. 3,076 and earned a profit of Rs. 137.
The Andhra Khadi Central Sale Society in Guntur, sold khaddar of the value of
Rs. 19,836 and made a net profit of Rs. 660. The society proposes to organise a net
work of khadi spinners and weavers societies in the district,

The Tiruppanangadu Button Manufacturers’ Society had 69 members with a
share capital of Rs. 185. It purchased raw materials for Rs. 313 and sold manu-
factured goods for Rs. 1,075. The society was granted a subsidy of Rs. 108 undex
the State Aid to Industries Act. The Collector of North Arcot gave a donation o

‘C\'L: } :
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Rs. 75 in appreciation of the good work done by the members. The Central Bank
met out of its common good fund the cost of the instructor employed in the society.
The Modaiyur Stone Image Workers' Society in North Arcot sold images of the
value of Rs. 164 and earned a net profit of Rs. 29. The society received a donation
of Rs. 50 from the Central Bank. The Arunthathiyars Leather Works Society in
North Arcot purchased raw materials of the value of Rs. 859 and sold finished goods
of the value of Rs. 1,473. The Andhra Ayurvedic Pharmacy in East Godavari with
a membership of 56 sold medicines of the value of Rs. 1,923 and made a net profit
of Rs. 321. The Kondapalli Toy Manufacturers Society in Kistna sold articles
manufactured by members of the value of Rs. 2,333 and earned a gross income of
Rs. 477. The society, however, sustained a net loss of Rs. 163.

The South India Co-operative Insurance Society, Madras.—The year under re-
port is the sixth year of the working of the society. The steady progress made in
the previous years has been maintained and the work of the society during the
year continued to be satisfactory. At the end of the year there were 6,647 mem-
bers on the rolls composed of 6,612 individuals and 35 societies, The paid-up share
capital of the individuals amounted to Rs. 8,549 and that of the society members to
Rs. 37,050. Including nine proposals for Rs. 5450 pending acceptance at the com-
mencement of the year, 2,866 proposals for Rs. 24,99,175 were received: 2,792 pro-
posals were accepted during the year for Rs. 24,25125 and the number pending
acceptance at the end of the year was eight for Rs. 10,750. The policies issued during
the year were 2,276 for Rs. 19-75 lakhs as against 1,477 for Rs. 12-04 lakhs in the
previous year. Sixteen claims for Rs. 14,000 were pending payment at the begin-
ning of the year: 28 claims for Rs. 20,950 were intimated during the year excluding
eight claims not admissible. Twenty-one claims for Rs. 15,047 were paid off, leaving
at the close of the year 23 claims for Rs. 19,933 pending settlement. The total Life
Assurance business in the books of the society as on 30th June 1938 amounted to
Rs. 64-41 lakhs in respect of 7,630 policies as against Rs. 44-66 lakhs relating to
5,354 policies at the end of the previous year. The society collected premia to the
extent of Rs. 2-26 lakhs as against 1-59 lakhs in the previous year. The Life Assur-
ance Fund which was Rs. 1,83,988 at the beginning of the year rose to Rs. 2,83,955
at the end of the year. The statutory deposit with the Controller of Currency
continued to be at about Rs. 2 lakhs. The institution continues to be strong.

The Postal and RM.S. Benefit Fund, Madras—There were 2,775 members on
rolls with a paid-up share capital of Rs. 28,100 as against 2,455 members with a paid-
up share capital of Rs. 20,407 in the previous year. The premia realized in the
year amounted to Rs. 1:23 lakhs as against Rs. 1-18 lakhs in the previous year.
During the year 514 lives were insured and 194 claims to the value of Rs. 63,869
were paid. The risk covered at the end of the year was Rs. 28-24 lakhs under 2,817
policies. Claims admitted or intimated but not paid at the end of the year amount-
ed to Rs. 23148. The total Life Insurance Fund at the end of the year was Rs. 5-90
lakhs as against Rs. 4-35 lakhs at the end of the previous year. The investments in
Postal cash certificates, Government promissory notes, etc., amounted to Rs. 2:89
lakhs and the loans on mortgage of property were Rs. 1:97 lakhs. The reserve

. fund of the society amounted to Rs. 26,465.
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Building Societies—There were 127 building societies.

The progress made by
them is shown in the following statement ;—

1936-37 1937-38.
Number of members

4,207 4,462
Rs. Rs.
(In Lakhs.) (In Lakhs.)
Paid-up share capital . 9-09 8-47
Net profit or loss +0-69 + 0-53
—0-09 —0-06
Loans outstanding to Government 15-33 17-97
Number of houses (completed) 1,906 2,071
Rs. Rs.
(In Lakhs.) (In Lakhs.)
Estimated value 66-41 75-84
Number of houses under construction .. 109 138
Rs. Rs.

. (In Lakhs.) (In Lakhs.)
Estimated value 4-34 4-47

Rupees 11,310 under principal and Rs, 886 under interest were overdue in res-

pect.of Government loans as against Rs. 4,614 and Rs. 2,274 respectively in the
(};revmus year. The societies in Vizagapatam contributed to the bulk of the over-
ues. Loans to the extent of Rs, 29-31 lakhs were outstanding against members.

Of this Rs. 1-57 lakhs under princj
principal and Rs. 0-58 lakh der i
overdue at the close of the year as against Rs. 1-9 o Ro. 0-65 Tte e

) 9 1 .
pectively at the end of the previous year. akbs and Rs. 0-69 laldhs res-

Y4 per cent from 1st April
popular. There is, however,

tered as credit societies)
exclusively for Wwomen. Five of the societies did not s

of th Th ;

againztylizr'llﬁseixtft&l paxd-l.lp share capital of all the societies was Rs. 7,130 as
. e previous 3 i s

the societies were as follows : — year.  The savings of the members invested in

Of these, twenty-two were
tart work before the close

1936-37 1937-38,

Recurring deposits 2 II;: -
Savings deposits , 2,102 3174
Provident deposits . , 2508
Fixed deposits R P
Other deposits . 1173’?1% ﬂ'gg

56,485 57,869
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These societies gave Rs. 25,271 by way of loans to members. Thrift societies,
especially those for women, should seldom grant loans to members except for urgent
domestic expenses and for the purchase of raw materials for cottage industries.
Necessary instructions were issued during the year in this regard.

In the Salem district where Prohibition has been introduced a great impetus
was given to the thrift movement during the year. The Salem District Urban
Bank appointed a special thrift Inspector to promote thrift in the Salem town. One
hundred and thirteen urban and rural societies joined the campaign and introduced
hundi boxes under the Home-safe deposit by-laws. The total savings effected
through these agencies were Rs. 9,859 by the end of the year and Rs. 17,091 by
the end of August 1938. As a result of the extensive propaganda for thrift, there
was a general increase in the recurring, savings and current deposits in societies.
During the year the recurring deposits in societies rose from Rs. 50,707 to Rs. 58,383,
savings deposits from Rs. 10,607 to Rs. 11996 and current deposits from Rs. 2,18,222
to Rupees 2,57,309. Several rural societies celebrate the “thrift day” once in the
beginning of every month when bhajanas, dialogues, rural sports, etc., are conduc-
ted. The hundi boxes are collected that day and the savings are credited to the
members’ accounts. It is reported that these monthly celebrations have a profound
effect. Salem’s example in the encouragement of thrift is worthy of emulation by
other districts.

Better-living societies.—There were 50 societies of this type at the close of the
year as against 32 at the end of the previous year. Of these four were under
agricultural and the rest under non-agricultural. Some of these societies did use-
ful work. One society in South Kanara effected retrenchment in expenditure on
ceremonies to the extent of 50 per cent and the savings effected by members are
estimated at Rs. 750. Another in the same district formed a committee to decide
amicably the criminal and civil disputes arising among its members. In a society
in Tinnevelly a member who exceeded the limit of expenditure fixed for a marriage
was fined Rs. 6 and it was collected. Schools were conducted for the benefit of
their members and their children by a society in Trichinopoly and another at Coim-
batore. Another at Madura runs a small dispensary for the use of the public.
The number of persons receiving first-aid treatment here is on the increase. It
has a small library also and books are sent out to neighbouring villages in a
library van. The society is also making attempts in the direction of reviving
“folk-dancing.” One other at Guntur for Devadasis attempted to reform bad
customs prevailing among its members. It arranged for eleven marriages of which
two were for widows. It controlled its members in the matter of expenditure on
ceremonies. It also prevented members from taking part in nautch parties and
adopting children of other castes. The Deputy Registrars and Assistant Registrars
in charge of districts have been circularized to instruct select eredit societies also

to adopt better-living by-laws. 'The progress in this direction is watched with
interest.

Scheduled classes societies.—At the end of the year there were 2,705 societies
formed specially for Adi-Dravidas, Adi-Andhras, Fishermen, Kallars and other
scheduled classes as against 2,714 last year.

- At the end of the year Rs. 75,792 under the principal and Rs. 12431 under in-

terest were overdue to Government from the societies in charge of this depart-

ment. The societies for Kallars in charge of special police officers were in arrears

- fo Government to the extent of Rs. 2,059 out of Rs. 77,851 outstanding against them,

n
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The overdues in respect of loans granted by the Madras Christian Co-operative
Central Bank and other Central Banks were Rs. 3,99,025 under principal and Rs. 38,905
under interest. The collection of the heavy overdues in these societies continued
to be a difficult matter. Unemployment or irregular employment of the members
has been the main reason for the overdues coupled with the fall in the price of
agricultural produce. Steps taken to encourage cottage industries as a subsidiary
occupation are proving successful in certain areas. In a society in Coimbatore
sheep shearing on a co-operative basis has been introduced. Weaving is also
taught to the children of the members. In another settlement society in the same
district women have been encouraged to take up mat-weaving. In a third poultry
farming has been introduced. The results so far achieved in these societies are

encouraging. It is hoped that before long similar industries will be introduced in
societies in other districts also.

The question of financing the scheduled classes societies h:

. as been presenting
difficulty for some time past.

fic The Madras Christian Co-operative Central Bank
originally started for financing these societies was in recent years found unfit to do

this work properly. Complaints were continually received of the inability of the
bank to finance its affiliated societies quickly and sufficiently and it was felt that
other arrangements should be made for financing these societies. Distriet Central

Banks were, therefore, consulted whether they were willing to affiliate to themselvas
the societies now affiliated to the Christian Central Bank

future. While many of the banks were willing to take o
unconditionally or subject to conditions in regard to the

mental supervision and writing off of existing bad debts,
the proposal.

and to finance them in
ver the societies, either
continuance of depart-

several others were against
When the entire question of the future of the bank and of the
finance of the scheduled classes societies was under the consid

‘ eration of Govern-
ment, action was precipitated by the discovery of an alleged defalcation of the
funds of the bank by its manager. 1 trust that a satisfactory arrangement for the
future financing of the scheduled classes societies will be decided upon soon.
Prohibition and rural uplift.—Prohibition was introduced in the Salem district
during the year and to meet the altered economic condition of the ryots and for
the rural reconstruction of the villages, several agencies have been employed. 1
am glad to report that the ameliorative work done through the agency of co-ope-
rative societies has been very satisfactory ; the Collector of the district has testified
that of all the agencies, co-operative societies played the greatest part. Societies
have been organized to provide employment for the toddy tappers thrown out of
employment as a result of Prohibition.  On 30th of June 1938, there were in all

30 societies for the manufacture of jaggery from the sweet juice tapped from coco-
nut and palmyra trees.

After the close of the year six more societies were regi
tered and by the end of e

. August 1938, the value of sales went up to Rs. 10,316.
Another line of development was in the direction of thrift. I have reported the
special measures taken for encouraging thrift and the rema

rkabl i
attended them. The Special Development Officer in consultation 1zv(iet}151:)(:;::::1'5 d‘;vsl':::(}:lt
officers and non-officials has prepared a scheme for Rural Reconstruction in 50
select villages in the district. ork being undertaken
through co-operative societies. Rural uplift schools are being conducted Tho eh
physical education and rural sports are the chief items in the programm.e i thu:
schools, instruction in co-operation receives considerable attention Somemof tl:e
students trained have become active co-operative workers assist i the distri -
tion of hundi-boxes, in canvassin e he s sistrlbu

g business for sale societies, etc. As a result of

it is being more and more recognized that the co-operative

The scheme provides for w

the work done in Salem,
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movement is the best agency to give permanence to rural uplift work in the vil-
lages.

Debt Relief.—The Madras Agriculturists’ Relief Act came into .force during the
year. Compulsory scaling down of debts payab.le by agrlcult.urlsts at ;‘}}ehcom-
mencement of the Act and the fixation of the maxm_xum r'ate of interest whic rzl'ay
be charged in future on loans to agriculturists are its ‘chlef feat.ures. Cos-cilplgré 1v:a
societies have, however, been exempt from the operat}on of t.hfs Act. St k, e-n
tral Banks and societies have not been slow to give relief to their mem}:)ers eepxtx;g
in view the sipirit of the Relief Act. They have taken steps by red}lcmg the r:h i
of interest on loans and by scaling down of debts. Reports received sho“tr aff
during 1937-38 societies scaled down the debts of members ,and wro.: 0;
Rs. 1-49 lakhs both under principal and interest. Ifm the l.ast year’s report 1 wats
mentioned that most of the societies had reduced the{r }endmg rate to 71/2 per ce?u.
During 1937-38 more societies did so and 1,260 societies reduced th;lr %‘alte:ff (s) rlts
further by charging interest at rates ranging from .6 Fo 7 per cen.;.bl ptec1ta‘1h b
are being made by Central Banks to see tha? credit is madt'a ava; able rziSion yors
as cheap as possible. One Central Bank waived the collection of supe on fund
and met the entire cost of supervision from its own fu.nds so as to zna. e
societies to lend to members at 6 per cent interest. It is ?loped t%lat thu'rmf?n the
current year more Central Banks will take similar steps consistent with their
cial strength.

In addition to other measures of relief, Central Banks were requested last year
to extend special concessions to members of ‘D’ (:.lass societies. . They weri
requested to adopt one or more of the following principles to determine the exten
of relief to be given:—

(1) That no member shall be asked to pay in all more than double the prin-
cipal originally borrowed by him. e h —
e principal plu
9) That no member shall be asked to pay more n )
@ interest calculated at 6% per cent from the date of the disbursement of
the loan.

(3) Twenty-five per cent of the amount may be remitted.

(4) A further remission of principal at a fixed percefltage dci:i tixe loan 'Th?,
be offered to those who pay their loans e.ith.er immediately or i\:: :
three months. To those who cannot pay within three months a time o
one year may be given to avail themselves of the concessions.

ieties deserve as much relief as the
1 feel that members of all classes of socie :
membe: of ‘aD’ class societies. I have therefore advised Central Banks tf) textend
during the current year the concessions to members of all clas.ses of societies. 11
trust that Central Banks will give effect to these measures of relief as expeditiously
as possible.

Conclusion—Before I conclude, I wish to make mention of the spirtith:i
optimism prevailing in the movement at the present txm?. The 'moven:le!;] e
withstood fairly well the effects of the world-wide econonu:h depreszxon :mi day:

ily i i iti hat prevailed in the pre-depression X
but steadily is returning to the conditions t .
The number of societies is increasing and I hope, before long, al} vlﬂhligl:; wiga:;
covered by co-operative societies to cater to the needs of .the agrxcx:al . (iown "
mortgage banks are making steady progress coupled with the s ntxg o
debts, in lightening the burden of prior indebtedness 'onia]thn?[ar rz: hsng e
marketing side, sale societies, assisted by the Madras Provine ,
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are doing good work. Milk supply societies and unions which would benefit botn
the producers and consumers of milk alike are being started in and around the
bigger towns in the Presidency. The handloom weaving industry is receiving special
attention through the weavers’ societies and the Madras Handlcom Weavers'
Society. A beginning has been made in the consolidation of uneconomic holdings
and in improving the breed of cattle. In the larger towns, building societies are
proving helpful to relieve the congestion and to work out extension schemes. Steps
are being taken to provide labourers of large factories with decent dwelling houses.
The encouragement of thrift and the development of cottage industries are receiving
special attention through societies specially formed for the purpose, not only among
men but also among women. Attempts are also being made to improve the econo-
mic and social conditions of persons through better-living societies.

Progress in a mass movement like co-operation is iargely a question of man
power. More than numbers, it is the quality that counts for success. While I
acknowledge with gratefulness the services rendered to the movement by the vast
body of non-official co-operators, I feel that if societies in the past have not
gchieved as much success as was anticipated by the pioneers of the movement, it
is largely because the movement has not been able to attract a sufficiently large
number of persons to work it on right lines in the Presidency. For the success of
the movement it is necessary that we should have not merely enthusiasts to carry
the message of co-operation forward but persons who have the necessary leisure,
honesty of purpose and spirit of service. The movement should be able to pool
the.resources of the people both material and moral and in proportion as this is
.?tchleved, the success of the movement will be ensured and I have every hope that
in the years to come this will be possible to be attained in an increasing measure.

BIHAR

. Revi.ew. of .the Government of Bihar of the report on the working of Co-opera-
tive Societies in Bihar for the year 1936.

o Mr. Y. A. Godhbole, 1.C.S,, remained in charge of the Department throughout
thz Xefr‘.\ Tillxe scheme for th'e reorganisation of the Department came into effect from

e i}sl pril 1936, when Orissa became a separate province. The residual province
o ar was divided into eight circles of Assistant Registrars.

The depression in the co-operative movement continued throughout the year. ’

t .

ix::ssizgt p:s:}xlble for the movement to make any advance towards recovery. The

bad and h: ) e movement was practically at a standstill, and the percentage of
peless societies showed an increase from 14-7 and 3-2 to 16-9 and 37,

respectively. The total number of i ieti i i i
operative Federation and the Pr:vi o ing societies of all kinds including the o

neial Co-o ti i se

s . perative Bank showed a small incres
s B e o e e il o e g somn
" age wel Satd « s . as -

growers’ societies that were taken upme oo, better living socleties and cane

oy . during the year.

feamme :;ox::mgl of the Prov'incial Co-operative Bank did not show any outstanding

foature conseiac\;e o;‘;rlnent in. its .business. The recoveries from the central banks

e theraP e .det'enoratlon during the year. The total collection of the

Rs. 1-82 lakhs :mdr:;u:m? t}(lto-operative Bank went down from Rs. 3-18 lakhs to
- 1821 at of the interest from Rs. 1-82 lakhs . lakhs

the principal and interest overdues rose from Rs. 38-71 lakh.';otfs l-'.tso :f -95 lak’h:v tﬁ;
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from Rs. 4-10 lakhs to Rs. 5:78 lakhs, respectively. The deposits by individuals in
the Provincial Co-operative Bank also registered a fall of Rs. 1-15 lakhs. In the
matter of fresh advances to central banks and societies, the bank continued to follow
a very cautious policy and the total amount of loans given during the year fell from
689 lakhs in 1935 to Rs. 3-22 lakhs in 1936, It is in the interest of the movement in
its present condition that a policy of caution in giving fresh advances should be
followed. During the latter part of the year the central banks in Orissa, which
are affiliated to the Bihar and Orissa Provincial Co-operative Bank, applied for the
bifurcation of assets and liabilities of the Provincial Co-operative Bank as a separate
Provincial Co-operative Bank in Orissa had been formed and registered after the
separation of Orissa from Bihar. The principles on which the bifurcation will be’

made has since been settled in a conference of the representatives of both the
Provincial Governments.

The number of central banks and unions was the same as in the previous year,
viz.,, 53. The financial position of the banks was not satisfactory. The Provincial
Co-operative Bank was not in a position to give any further loans to banks which
were in heavy arrears. This gave rise to further difficuity. The banks wanted fresh
capital to improve their condition, but this was not readily available on account
of their financial position. The condition of the central banks and societies was
naturally causing great anxiety, and Government have since taken up the ques-
tion of a complete rehabilitation of the movement.

Repayment of loans by societies to central banks continued to show a steady
and disquieting decline, the percentage of collection of the principal being 4-4
against 6-3 in the previous year and 6-1 in 1934, It is very unsatisfactory to observe
that the collection was below 5 per cent in as many as 31 banks and it ranged
between 5 and 10 per cent in 15 banks. The percentage of collection of interest
showed the same decline. It was 18-4 in 1936 against 25-9 and 31:02 in 1935 and
1934 respectively. The deposit in central banks also fell from Rs. 93:68 lakhs in
1935 to Rs. 87-99 lakhs in 1936. These figures clearly indicate that the banks were
in an embarassing position and, in consequence, they had to restrict new advance
to societies, which fell from Rs. 4:46 lakhs in 1935 to Rs. 3-89 lakhs during the
year under review. Neither could the central banks do much for agricultural
improvement, sanitation, medical relief, etc.

The total actual receipts of the Bihar and Orissa Co-operative Federation during
the year were Rs. 1,98,821 whereas the actual expenditure amounted to Rs. 1,94,654.
The surplus of Rs. 4,167 helped in reducing the overdraft from the Provincial Bank
which stood at Rs. 72,213 at the end of the year. The Federation suspended its acti-
vities connected with development and training from the beginning of the year and
these activities have since been taken over by Government with the help of the
Government of India grant. The levy of development and training con-
tribution payable by the societies and banks has also ceased. The financial position
of the Bihar and Orissa Co-operative Press continued to be very unsatisfactory, and
the question of its abolition was under the consideration by the Federation. :

The village welfare scheme, financed out of the Government of India grant,

. came into operation in November 1936 with a rural welfare officer and a village

? guide at each of the four selected centres, viz, (1) Manair in the Patna Division,

s

-(2) Silout in the Tirhut Division, (3) Mihijam in the Bhagalpur Division, and (4)
Kuru in the Chota Nagpur Divigion. It is satisfactory to note that appreciable pro-

- ¥Fead was made at these centres,
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A new scheme for the organisation and operation of Cane-growers’ Co-operative
Societies was sanctioned by Government and came into force during the e:r ’Ith
cost of the scheme was met by the Government of India out of the Suy E ise
duty. Inspite of early difficulties in the organization of these societies ff:r w x:m;
sympathy on the part of the mills and the purchasing agents, it is satisfactan :o
note that considerable progress was made and 101 societies w,ere actually w:?l,{‘
during the year under review. These societies are now becoming very pa; 1lnag
and there is an increasing demand for fresh organisation. The proposz,l 1f)oxx'mthte

P oV, Vi -
expansion of the scheme is COnSldeI ation Of the PI
h h now ulldeI the mClal GO ern

Du.ring the year under review orders for winding up 49 societies d
as agam.st 83 placed under liquidation in the previous year. The R ‘f’:re et
to the difficulty experienced in terminating the liquidation pr.oceedin :gsls ra;'lrefers
successfully for want of trained staff to carry out the work. This sibjtietei; Tma:lri

the consideration of Government al i i
the consid along with the question of rehabilitation of the

-In conclusion, Government are pleased to note the names of the non-official
oﬁimal' workers whosg services have been acknowledged by the Registral:0 Tc;la ?:nd
Zﬁflrartllo\: “f;?\’.emer}t Is passing through a critical time and co-operation fr;>m f?ﬁ _01-5

. -0 icials is more necessary now than at any other stage i e 1
various difficulties and problems with which it is face ge in Solving the

d. The thanks of Go
are due to Mr. Godhole for the efficient administration of the Departmer\:f rxf:;

the year under review and to Mr. N. Baksi for his interestirig report

Extracts from

the report of the Regis i
N. Baksi, Esq., LC.S. ¢ Tegblrar of - Co-operative - Societies,

Agricultural improvements—The j i
~—JLhe interest in pro ] i i
ment was shown by some banks as usual but thp wre g pural improve-

S ‘ ey were greatly handi
the paucity of funds. The kamdars worked under the Siwan éen?::im;srl:;d tll-)xy
» the

Barh Ceniral Bank maintained i
an agricultural inspecti i
Darh s pecting clerk, wh i
ank employed an Ag.ncultural Overseer. Financial difficulties co, . ;}edthe Blhf“
pur and the Gopalganj banks to discharge their kamdars mpelled the Haji-

The Rohika Central Union distri

: istributed seeds of wi

° ntra : oL winter veget

2:1; x:;;s;sr ethe bctu¥t1vat10n of plantains in some societies, Goid a\l:al\:fe:;:: ::kd -

el manure rss oofalnec.l tbroggh the Agricultural Department were distributed a::e &

108 aermbers socleties in the Purnea Circle. The Bihar Central Bank o

e Doy o fngug:a r:l(: r\:jxembers alnd non-members. Some of the societies u:::
ere supplied with Bih:

vators and some members of societies were given i:rss‘:)lr(:ughs nd three ned culti-

ing and the use of pits for cow dung ® If Preparing gree )
A commendable start has b u
een made for arisi i
plements, mamre pits o ooct honpe popularising the use of improved ime

! X cultivation of i

accordin sugarcane of i

p i tg to 1mpxjoved methods ameng members of cane-grow o Improved varieties
es particularly in the area under Circle II, in North Bih €1 co-operative socle-

The process of makin , "

. g manures out of dry su

in s VR R garcane |

o egz:;{l :;):mues in Bettiah area. Some of the societieg zi‘clles Ty emonstrated

b Drepor.ted to have purchased Rahat Pumps, ul er .the Bhabua Cen-

& ndnuts, Darjeeling potatoes was pushed + “ultivation of Sugarcane,
er of societies under different banks in the eciable success in a num-

were extensively cultivated in Bhagalpur,

awarded to the exhibits sent to the Bihar i dals and certificates were
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by Dihuli, Majhaulia and Alisarai co-operative societies under the Muzaffarpur
Central Bank for the best chillies, tobacco and maize. Sugarcane was grown in the
lands purchased by the Narsinghpur Boghi co-operative society in Hajipur Co-
operative Union area and the produce competed in the Provincial Exhibition held
at Patna where a Silver Medal, with a certificate of merit, was awarded to the
society.

The demonstration seed lac farms at Paloul, under the Khunti Central Co-
operative Union grew lac for the first time and the yield was satisfactory. The
Gumla Central Bank had taken lease of a Government tank for 5 years and fish
fry worth Rs. 109 was put into the tank during the year.

Canegrowers’ societies—There were 5 canegrowers’ societies in the Fatwa area
last year and 16 more such societies were registered during the year.

A new scheme for the organisation and operation of cane-growers' co-operative
societies was sanctioned by Government in February, 1936 and came into force
during the year under report. The cost of this scheme is being met by the Gov-
ernment of India out of the Sugar Excise Duty. The main object of the scheme is
to organise the marketing of sugarcane, on a co-operative basis, for the consumption
of sugar mills. " Two special officers were placed in charge of the work in North
Bihar, which was divided into two circles. Circle no. 1, with its headquarters at
Chapra, comprises the districts of Saran, Champaran and the Hajipur and the Sadr
subdivisions of the district of Muzaffarpur while Circle no. 2, with its headquarters
at Samastipur covers the districts of Darbhanga and Purnea in addition to those
portions of Monghyr and Bhagalpur which He to the north of the Ganges. Each of
the two Special Officers in the North Bihar had a field staff consisting of 4 organisers
and later on 13 supervisors were also sanctioned on a temporary basis. Only one
organiser and a supervisor were sanctioned for work in South Bihar, the Assistant
Registrar in charge of the Patna Circle being entrusted with the supervision of this
work in addition to his own duties.

Considerable difficulties were, at first, experienced in the organisation of cane-
growers’ societies on account of the fact that both the mills and the purchasing
agents were not sympathetic towards the organisation. It was mainly due to the
personal efforts and persuasions of the two special officers and my predecessor that
the sympathy of some of the factories could ultimately be won and the organisation
pushed on with their co-operation.

Distribution of cane challans affords fruitful source of exploitation of the smaller
growers by the middle-men. The growers also suffer various other kinds of
difficulties and loss in connection with weighment, payment, etc. Co-operative
organisation of growers aims at the elimination of the middle-men. While the
scheme has not yet passed the experimental stage, it is gratifying to record that
the cane of most of the societies was sold to the complete satisfaction of the mills.
“allowing table shows the number of cane-growers’ societies, with necessary
~hich worked during the year under report:— '

North Bihar.
Circle No, 1.  Circle No. 2.
imber of canelowers’ co-operative societies .. 53 48
Number of me 'S R 4 § 896

Total amount of cane sold 32,054 mds 579,786% mds.
Value of the cane sold .. Rs. 17588 Rs. 1,38,255



136 THE INDIAN Co-0PERATIVE Review

, C .
Ca.negrowers societies under the new scheme are becomin
there is an ever-increasing demand for f g very popular and

: ‘ resh organisati i ;
Bihar. Owing to the inadequate staff, th e taon, P icularly in North

. . ere has not been
work in South Bihar. In the case of a new scheme like thri]:ui? vf:irl?g}l;ess.oli th;
) e risky, i

not dangerous to allo W unduly r apid expansi Le) t t

’ n un]eSS Sufﬁ i rai d taﬁ b

> . clen ne s e
forthcomlng fOr necessar y prellmlnar y enquiries and fOl Supel v iSiOn

Conclusion.—The year showed a furth i
er fall in the ;
erps were. generally not good and while some areas sﬁfefl;izrzitafg o poollection
Enélr?ell]y rains, others had to face droughts. Prices of agricultural wom Joods a.nd
ad fallen to an abnormally low figure, showed no appreciable j Produce, which
the year. Apart from the natural calamitieg provement during
tural commodities,

primary societies, like their other broth
what little they co -

been in operation for a i
: sufficiently long ti
‘temglated in the financial circulars,
inability of the Provincial Bank to
respect of the loans outstandin i
' s g agai
cial Bank held the view that they w
out affecting the financia] stability
by such concession be made good b

me. In connection with the
& practical difficulty also arose o
give proportionate relief to Central banks j
nst such banks. The Directors of the Pr:' i
gzet}rllot Pin a position to grant such relief fv‘;tlﬁ—
e Provincial i
s Goyenonn SUbSBigr;’l.: unless the losg caused
The future.—The average member
co-operative organizatio
mulating arrearg he,
fact that the bank js

has also taken aws
y the hope from him
may be able to secure fresh loans. that on e

relief con-
wing to the

of a primary soci
n as a purely ¥ soclety has come to look at the

. . . a i i
in his despair, feels that he can ne oo In view of the accu.

Operative soclety
At present many
. ed capital which
itation has to be

and depar’cmental, a feeling of new ho
sation. In connection with the fin
rates to members will have to be
the member to repay the annual 1

ers, both honorary

i O-operatiy
tion of the banks, ;o

economic leve] likely to enable

nd interest, yoar in

pe, leading to new faith j
ancial rehabilitq ho.
reduced to an

ist in respect o

Co-OPERATIVE SOCIETIES AT WORK IN INDIA (TRAVANCORE, 1936-37) 137

given to the development of the non-credit side, the importance of which was
urged by my predecessor in his last report. In connection with the development
of the non-credit side, a comprehensive scheme for securing the close of co-opera-
tion of all the nation-building departments like Public Health, Veterinary, Agri-
culture, Industries, Irrigation and Education, should be worked out and I have no
doubt that these departments will appreciate the facilities offered for field work by
co-operative societies. It would be more economical and useful if instead of spending
their energy on isolated demonstrations to individual villagers, the field staff of these
departments work through the medium of co-operative societies in villages where
they exist. Such an arrangement will not only save a good deal of time in collec~
ting villagers and in benefiting a larger number of villagers at a time but would
also enable the Co-operative Department and other departments to keep an authen~
tic record of the work done by the field staff and to review the results from time to
time. An interesting experiment of far-reaching consequence in the way of
marketing agricultural produce is being carried on in the cane-growers’
co-operative  societies. With experience gained in the marketing of
sugarcane and gur, it should be possible to extend the operations
to the marketing of other agricultural produce. While the operation of the credit
side of the movement, as set forth in this report, cannot but produce the unhappy
impression that a large number of banks is in a state of voluntary liquidation, it
may be pointed out that even in some of the worst banks, there is an appreciable
number of good societies which have built sufficient reserves for their own business,
This fact would justify the belief that there is nothing fundamentally wrong with
the principle on which co-operative organisation is based. Societies in the same
areas are good, bad or indifferent according to the human material available. The
greatest attention will, therefore, have to be directed in future towards the selec-
tion of proper human materials and their proper training. If this view be correct,
full enquiries, involving an economic survey of the village, will have to be made
for deciding the eligibility of villagers to membership of co-operative societies
before such a society is registered. Arrangements for a comprehensive training in
all branches of co-operation for village punches and the bank staff, both honorary
and paid, and the officers of the department will have to be made and for this pur-
pose the Training Institute at Pusa will have to be materially strengthened.

TRAVANCORE

Review by the Government of Travancore of the report on the working of Co-
operative Societies in Travancore for the year 1936-37.

The Co-~operative Societies Bill was passed into law as Regulation V of 1112
and it came into force on the 8th Medam 1112,

The general progress of the movement.—The policy of rectification and consoli-
dation of societies and of cautious advance adopted by the Department for the past
few years was continued during the year under report also. Of the 27 societies regist-
ered during the year, 24 were non-credit societies. The total number of societies fell
from 1766 in 1111 to 1747 in 1112. At the end of the year, 28 of the societies had not
started work. Tt is reported that greater interest is now evinced by the co-operators
to organise themselves along non-credit lines of co-operative action. Among the 24
non-credit societies newly registered during the year.

Expansion of share capital, working capital, reserve fund and deposits—The
working capital of the societies fell from Rs. 91,97,743 to Rs. 87,74,112. The average
18 . .
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my firm conviction that a wide expansion of the above system will be one of the
effective means for rehabilitating the rural societies, more particularly in the costal
taluks of the State. As the result of the intensive propaganda carried on by the de-
partment the system is growing more and more popular, and cocoanut collected by
societies under this system were sold to the value of nearly one and a half lakhs of
rupees in the year under report.

Collection of Arrears.—During the year under report the department spared no
pains to push forward the collection of arrears both by persuasion and concession and
by pressure and coercive steps. Waiver of penal interest on overdue instalments in all
cases where parties paid the interest due from them was continued till the end of
Vrischigom 1112, The collection of debts in kind and the adjustments of the sale
proceeds of the produce taken from the members towards their dues was greatly en-
couraged, the most important instance of which being the ‘Kettuthengu system.” As
the result of careful scrutiny and investigation the department found that many
awards obtained by societies years ago were kept without any steps being taken for
their execution. The societies were persuaded to take prompt and satisfactory
execution of such awards and to show no laxity or laziness in the matter. It is
hoped that the power newly conferred on the department by the new Co-operative
Societies Regulation to recover all sums due under a decision or award or order,
by the attachment and sale of the property of the person against whom it has been
passed will make execution proceedings more effective.

However closely and actively the department may try to effect improvements and
help the societies in realising their heavy outstanding, the progress of the work de-
pends essentially upon the honesty, integrity business capacity, influence and intelli-
gence of the managing committees of the societies and it is up to them and the other
co-operations to see that the management of their iustitutions does not get into the
hands of lazy, selfish and self-seeking men with ideas of exploitation and desire for
personal p'ower and influence, but that they are run by persons of character who by
discipline and self-sacrifice will work wholeheartedly for the rehabitation of the in-
debted cultivators.

Agricultural Department.—The officers of this department worked in close co~ope~
ration with those of the Agricultural Department. Special mention has to be made
of the services rendered by the Agricultural Inspectors of Trivandrum and Vaikom.
The Agricultural Inspector, Trivandrum, rendered great help in the organisation and
working of Co-operative Dairy and Cattle Breeding Societies. In the taluk of
Vaikom, the Agricultural Department opened a demonstration centre in the plot ac~ |
quired by the Vadayar Nair Co-operative Society Ltd., and demonstrated to the vil-
lages the use of scientific manures, the cultivation of improved fodder, such as Guinea
and Napier grass, and the value of employing improved agricultural implements. The
members of the Eraviperoor Karshaka Co-operative Society engaged in the cultiva-
tion of sugarcane were helped very much by the agricultural department which, be-
sides assisting in the opening of a farm and a manure depot, rendered substantial aid
to the society to introduce the cultivation of Coimbatore sugarcane. )

i. Forest Department.—The Vasumathy Karshaka Co-operative Society at Chitharal
continued the cultivation of paddy over an area of 40 acres of land leased to the

- society from the Reserve Forest of Kulathupuzha.

... Industries Department.—For the revival of cottage industries and for improving
thewwking of societies composed of artisans, the hearty co-operation of the Industries
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Department is very essential. That Department continued the grant to the weaving
school conducted by the Trivandrum Hindu Vanitha Co-operative Society.

Public Works Department.~Three societies took up contract work from the
P.W.D. and executed the same.

Fisheries Department.—The department continued to pay special attention to the
progress of the Fishermen’s Societies in the taluks of Vaikom, Shertallai and Parur.
The Pavookara Catholic Co-operative Society continued to have the fishing lease from
the Fisheries Department and 2 other societies conducted fish markets.

Weaving—The Weavers Societies did not make an

Yy progress and sustained
severe losses during the year.

The following statistics will show the position ~f the 9 societies now working: —

Membership 799
Rs.
Share Capital 14,495
Working Capital 28,029
Reserve Fund .o 2914
Profit 131
Loss 7.968
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ties and Taluk Banks and the consequent difficulty in recovering the loans advanced
to them by the Central Bank continued to affect its progress. The membership rose
from 3665 to 3762 during the year under report (716 societies and 3046 individuals).
Though there was a slight rise in the deposits received, the withdrawals were much
heavier. While the Bank held Rs, 19:2 lakhs under the several items of deposits at
th end of the previous year, they amounted to only Rs. 15:3 lakhs at the end of the
year under report. The paid up share capital fell from Rs. 142,200 to Rs. 1,33,340.
There has also been a decrease of Rs. 391,129 in the working capital of the Bank
which was Rs. 17,71,790 as against Rs. 21,62,919 in the previous year.

The Bank advanced 416 loans during the year aggregating to Rs. 8,04,979, of which
374 loans for Rs. 2,25,789 were granted to individual members and 42 loans aggregating
to Rs. 79,190 to societies. Of the amount issued to societies, 16 loans amounting to
Rs. 46,800 were issued to Taluk Banks and Banking Unions against Rs. 1,14,780 in 1111
in 33 loans. The overdues increased from Rs. 521,158 to Rs. 6,17,050. The Reserve
Fund of the Bank amounted to Rs. 60,379.

Most of the societies which have borrowed from the Ban}c have become de-
faulters and unless their financial position improves progress in the work of c?l-
lection cannot but be slow. This should not however deter the Bank from talf.mg
coercive steps against individual defaulters and also against societies where regior-
ous action is called for.

Urban Banks.—The benefit which the Urban Banks confer on their clientele is
increasingly recognised and they are gradually growing in popularity. One defect in
their working is that no great care is taken whether the borrowers have taken loans
from the other credit institutions also within the same urban area. .The department
has been advising these societies to avoid overlapping and to restrict the gr:-,u}t of
loans in such cases, and committees of management have now begun to be vigilant
in this matter.

The number of urban banks remained the same as m the previous year, i'?' .18.
The progress made by the Trivandrum Urban Co-op.eratwe .Bank Lid., was striking
and it tops the other sister institutions with a working caPltal of Rs. 2,05,3[50. The
Thodupuzha Urban Bank Lid., which used to come second hitherto has deteriorated.

The total membership of all these banks rose from 10,304 to 10,578. Th.e work?ng
capital was Rs. 6,14,392 as against Rs. 5,70,514 in the previous year showing an in-
crease of Rs. 43,878. All the banks together earned a net profit of Rs. 11,048, while 7
of them worked at a loss of Rs. 48,969.

Taluk Banks.—The Taluk Banks correspond to the Central B.anks in Bfiti.sh India.
The legitimate sphere of action of these banks is to ﬁx.lan.ce. primary societies. B\:lt
as in the case of the apex bank, in the Taluk Bank too individual memPers prec!on'u-
nate. On the extent to which these institutions b(.aco'me the real intermediaries
beween the apex financing bank and the primary societies, the success of co-opera-
tive credit depends. Most of the Taluk Ban.ks .hgve however fallen far l?elow' this
ideal. They also lend money freely to the md1v1dl:1a1 members of. soci;t:;esrdl..r:ct.
The Taluk Banks have to devote their serious a.zttentzon to the guestxon of delimiting
their lending activities to the constituent societies and of effecting necessary changes

in their by-laws. . . .
The number of Taluk Banks was 21. Three of these were Banking Unions which
attended also to the function of supervising societies. ) Of these, only the Kottayam
Banking Union was doing work some what satisfactorily. .Among the Tal}xk Ban_.ks,
the Nagercoil People’s Co-operative Bank Ltd., headed the list with a working capital
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of Rs. 2,51,730. Next comes the Neyyattinkara Taluk Bank with a working Capital
of Rs. 2,17,366. In respect of the loan transactions, the Kalkulam Taluk Bank did
the largest volume of business. It issued 9 loans amounting to Rs, 15,375 to societies
and 1299 loans amounting to Rs. 56,947 to individuals. Eight banks did not issue loans
at all to societies. Only 5 banks refrained from issuing loans to individuals. No
loans at all were issued by two banks. The major portion of the loans granted by
the banks was given to individuals. This is a disquieting feature, because it meant
-in effect that the taluk banks were acting as rivals to local primary societies.

Distributive Societies.—There were 31 distributive societies working at the end
of the year, of which 19 were pure distributive societies, and 12 School Stores Socie-
ties. The premier distributive society was the Trivandrum Distributive co~-opera-
tive Society Ltd. It purchased articles to the value of Rs, 1,81,694 and sold for
Rs. 1,93,109. This society had 13 branches working in different centres in the town
of Trivandrum. The other distributive societies carried on work with varying degrees

Of success. The tOtal Value Of purchases made by tlle Othel store SOC1etlesy al'nou11ts
to RS. 54,:80 and the Sale to RS. 56,520.

The School Stores Societies are becoming increasingly popular. During the year
ur{der report 8 fresh societies of the kind were registered. The Trivandrum Maha-
raja’.s College of Science Co-operative Stores Litd., continued to make steady progress
During the year the society stocked goods to the value cf Rs. 7,611 and sold foxl

Rs. 9,436, earning a net profit of Rs. 915. It declared
. 915, a b f
the Rupee on the purchases. onus of nearly 11 annas in

Some rural credit societies also did the business
: \ of purchase and sale. The Thri-
kadavur Co-operative Society Litd., purchased articles for Rs. 18,184 and sold for

Rs. 18,584. The purchase of the Parasala Brah j
_ manajena Co-operative i
amounted to Rs. 5,820 during the year and sales to Rs. 6,273. e Soctety

. Dairy Farming and Cattle Breeding Societies.—This sphere of co-operative acti-
vxty was startefi in the State only recently. There were at the end of the year 7
societies, of v.vhmh 4. were for dairy industry and three for cattle breeding. Of these
only two dau‘y. societies and one cattle breeding society have commenced regula;
yvork. The "I_‘hlruma!a Ksheeravyavasaya Mahila Co-operative Society is engaged
1,11"1 'the ;ollecuo]r)x, hygienic handling and distribution of milk to the town-~dwellers in

rivandrum. During the year the society sold milk f '

. or Rs.
keen competition from unscrupulous milk vendors. F- 4525, though there was
. Anothgr socie.ty which has started work is the Neyyattinkara Gorasa Vyavasaya
C foi\;):;;:’tcg/:kSom;t% I;(td. }’fhis society is organised among the professional Gowalyas
ara Taluk. The objects of the society are to coll i milk
ducts like, butter, curds ete ienically and el Tk and e
) ) ., prepare th i
s s patter p em hygienically and sell them at reasonable

ing middlemen. The society has begun with the sale of butter. On

account of its slender resources it did not tak
: e up the col
The usefulness of this society is being increasing " R owen and sale of curds

. ly recognised :
th? Trivandrum Town who had hitherto to purchase the requ;lreb y the inhabitants of
private dealers who sold stuff of doubtful purity in filthy ang ments of butter from
ings at varying prices. Y 8nd insanitary surround-

The Trivandrum Cattle Breeding Society is the ingtitit
ing in the State. The society takes charg? of the ocx::rsmfit;::tgn of this type work-
them at the cattle shed at Chooliamala in Nedumangad Tgl uke members, stations
grazes them there in the forest area, covers them with o : near Trivandrum,
them to the owners when they are about to calve. oper stud-bulls and returns

The object of this soclety is to
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improve the breed of the local cattle. It is considering a proposal to take charge of
buffaloes also so that their breed may be improved. The society took charge of 65
cows during the year under report.

Insurance and Benefit Funds.—The Travancore Co-operative Insurance Society
is one of the four societies of the kind in the whole India, the other three being at
Bombay, Caleutta and Madras. This society had to pass through several vicissitudes,
but it has of late resumed normal activities. Government have been pleased to de-
pute an Inspector to the society free of cost for 3 years. The total number of policies
in force was 96 covering an assurance of Rs. 75,620. The society collected Rs. 1,271

under premia. No casualty occurred in the year necessitating the payment of any
claim,

There were 3 benefit fund societies working for the benefit of the Education, the
Excise and the Anchal Departmental Employees. The work of the Excise Employees’
Benefit Fund continued to remain suspended on account of the prosecution case
against its Ex-Secretary for defalcation which was still pending. The Travancore
Teachers’ Benefit Fund Ltd., revised its by-laws and resumed work under a new
constitution with the Director of Public Instruction as the Permanent President of the
society. This is the biggest society under this category with a membership of 4486
and a paid up share capital of Rs. 73,514.

Co-operative Poultry and Bee Keeping Societies.~There were 3 Poulty Societies
of which the leading one was Marthandom Y.M.C.A. Poultry Society. This society
encourages its members to rear better-breed of poultry in their houses. It also col-
lects eggs, tests, grades and packs them carefully and sells them in outside markets.
On an average each producer obtains 1 to 1% Chs. (Y% to % of an anna) as the price
of each egg of the best variety. The poultry business at Marthandom has become an
integral part of the Rural Reconstruction work carried on there, and it has attracted
many visitors from outside. The society collected during the year under report
1,24,390 eggs and sold the same for Rs. 7483. It earned a net profit of Rs. 755.

Another important society which was started in the year is the Marthandom Bee
Keepers’ society. This society is engaged in the business of the collection of honey
from the members, its scientific preparation ard marketing. The society stocked
honey to the value of nearly Rs. 750. Bee hives were also supplied to the members.
This society was experiencing difficulty in the matter of finding out an advantageous
market for honey.

Rural Reconstruction Society.—There were 4 societies on the rolls at the end of
the year carrying on some of the activities of rural reconstruction, of which only
two started work. The Ullannoor Rural Reconstruction Society Ltd, conducted
under its auspices a school and carried on poultry farming and bee keeping, agricul-
tural demonstration and weaving.

Some primary societies also interested themselves in rural uplift activities. Of
these the most important society is the Neyyoor Co-operative Society Ltd., which
worked for the uplift of the Veyyoor Village by adopting poulty farming, bee keep-
ing, weaving and tailoring. It also attended to street-lighting and conducted a store.

, Production and Sale Societies—During the year three sale societies viz,, (1) the
. Balkulam Krayavikraya Co-operative Society Ltd., (2) The Travancore Marketing
" Co-operative Society Ltd., and (3) The Karikagom Ulpadaka Viniyojaka Co-opera~
« Uve Bociety Ltd., were registered, of which the Krayavikraya Co-operative Society

“at Thuckalsi nominally started work. The Pallivasal Cardamom Producers’ Co-
..operative Soclety intended for the scientific cultivation and adventageous marketing
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of cardamom enrolled 19 members and collected Rs. 6,930 which was utilised towards
part payment of the value of land for initial planting and nursery expenses.

Women’s Co-operative Societies—The educated women have been evincing keen
interest in the movement and several of them participated actively in the working of
societies. There were 9 societies exclusively for women at the end of the previous
year. During the year the Thanneermukkom Mahila Booshana Co-operative Society
Ltd., was registered with the object of carrying on the business of soaking husks,
twisting coir, etc. Thus there were 10 women’s societies at the end of the year. Of

these, the Chenganncor Women'’s society did not start work. Five societies conduct
principally non-credit activities.

The Trivandrum Hindu Vanitha Co-operative Society Ltd., continued to carry on
the triple activities of credit, ladies’ store, and weaving. The weaving school trained
22 girls in weaving. The finished products of the school were sold through the
medium of the ladies’ store which stocked and sold goods to the wvalue
of Rs. 3480. The society took up and executed the contract for the supply of bed
sheets to the Medical Department during the year. A small grant of Rs. 12 per
mensem was given to the weaving school by the Industries Department. Her High-
ness the Maha Rani Sethu Parvathi Bai continued to be the patron of this society.

Of the other women’s societies, the Thirumala Mahila Society conducted dairy-

ing. The Vanchiyoor Women’s Society encouraged thrift and the remaining two
adopted credit business combined with production or purchase and sale.

Some societies carried on miscellaneous items of non-credit work. The Kuma-
rakom Lime Shell Collectors’ Co-operative Society was revived in the year and it
continued the business of the collection and sale of lime shells from the backwaters.

The society was faced with many difficulties. The Kottayam Banking Union bestow-
ed special attention on the working of this society.

Conclusion—Among the measures devised for the relief of
tural indebtedness, one noteworthy event during
was the passing of the Travancore
of 112 which set up a debt

agricul-
the year under report
Agriculturists’ TRelief Regulation IIJ

, conciliation machinery. Though it is
too early to estimate the success of the debt conciliation system which is placed

on a voluntary basis, it is found to be of substantial help to a large body of
a.griculturists in the speedy settlement of their debts. Another outstanding legisla-
tive enactment that was passed during the year to check the deterioration in the
working of the societies and to improve them was the new Co-operative Societies
Regulation V of 1112. This is intended to help the Department in tiding over many
practical difficulties and assisting the societies in the prompt realisation of their dues,

There is no reason to be pessimistic about the future of the movement and to
think that it will fail to achieve its fundamental objectives. Though it may not have
accomplished as much as was expected of it, its intrinsic soundness is irrefutabl
Progress is assured if it is guided on right lines by honest men with genuine .
operative spirit who have love for their work and devotion to the movement *

COCHIN

Extracts from the Report of the Registrar of Co-op

erati
Narayana Menon for the year 1936-37. ve Socletles, Mr. K.

Societies.—The number of Societies at the beginnin,
. g of the
which 5 were cancelled as against 16 in the previous year. 17 SociZ;:: :fr::e i‘rfwfyf
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registered against 13 in 1111. The number of Societies at the end of the year was
thus 267 consisting of

(a) Central Bank
(b) C ntral Institute

1
(¢) I nd Mortgage Bank 1
(d) C.ntral Poultry Association 1
(e) Supervising Unions . 8
(a) Agricultural credit Societies .. 127
(b) Agricultural non-credit Societies . 1
(c¢) Agricultural Marketing Societies . 1
(a) Non-agricultural credit Societies .. 49
(b) Societies for Depressed Classes . 46
Consumers’ Societies for purchase and sale .. 11
Weavers' and Carpenters’ Societies for production and sale. 5
(a) Industrial Societies 9
(b) Students’ Stationery Societies 4
(¢) Poultry Societies (Primary) 2

Of the 275 villages in the State, only 191 were served by the movement.

The Central Bank.—Out of 150 Societies standing affiliated to the Central Bank
at the end of the year, 91 were Agricultural credit Societies, 7 Supervising Unions
and the rest Non-agricultural Societies. Deposits from Individuals amounted to
Rs. 590,129 as against Rs. 519,058 in 1111 and the rate of interest varied from 1 to
5 per cent. The amount of loans issued to Societies came to Rs. 1,15,487 in 120 cases
against Rs. 1,03,432 in 105 cases in the previous year.

The Cochin Co-operative Land Mortgage Bank.—Including 10 institutions there
were 1,187 members at the end of the year. A sum of Rs. 2,48,856 was disturbed on
loans during the year. Applications for Rs. 73,670-8-0 were rejected, and those to the
value of Rs. 5,54,546-4-0 were pending enquiry at the close of the year. The total

working capital of the Bank amounted to Rs. 5,55,664-6-4 and the total transactions
to Rs. 35,56,480-4-17.

Agricultural Credit Societies—There were 124 Societies on the rolls at the begin-
ning of the year to which 5 were added by fresh registration. Two Societies were

cancelled during the year leaving 127 Societies at the close. The following particulars
show details regarding membership, working ‘capital, loans, etc.

Particulars
Number of members .. 9,345
Working capital .. 17,638,091
Deposits from members .. 121,028
Deposits from non-members .. 58,807
Loans from Central Bank .. 254210
Number of loans issued.—
Rs. 50 and below .. 2,504
Rs. 51 and below 100 - 705
.Rs. 101 and Rs. 250 . 210
Above Rs. 250 . 85
Total - .. 3,504
19
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Loans on mortgage securities

61,056

Loans on personal securities 1,59,404

Loans granted.—

For liquidation of debts, etc. .. 139,160
» Agricultural purposes - 386,832
» Domestic and other purposes . 44,468

Total 2,20,460

Loans outstanding at the beginning 480,761

Loans repaid 2’,27’064

Balance outstanding 4 74’157

Overdues (44:5 per cent) .. 2’92’201

(42-7 per ¢

Net profit P 46?[:”

Expenditure on establishment 15,075

Reserve Fund 2,42’205

Non-agricultural credit Societies.—There were 93 Socicties at the beginning of
the year, of which 1 was cancelled and three were newly registered. The total

number at the close of the year was 95. Particulars regarding the working of these
Societies are given below : —

Particulars
Membership 12,697
Working capital 9,89,891
Loans outstanding at the beginning 6,81,246
Loans issued 6,79,484
Loans repaid 6,35’102
Loans outstanding at the end of the year 7 25,628
Overdues at the end of the year .. 1:75:889
Net Profit .. (24322;/;3)
Reserve Fund 1,50:767

dPt;Llrchaxe gnd Salteh (Stores) —One Store Saciety was cancelled during the year
an ¢ number at the close was 11. Particulars regarding th i .
Stores are given below.— ¢ § fhe working of the

Particulars
Membership 772 834
" Rs. Rs.
Working capital .. 24115 23,359
Total transactions .. 4,45582 4 92:545
Net profit 283 ’ 50

Five of the Sacieties worked at a loss.

Co-operative Enquiry.—The Report on the enquiry conduct; dhar,
was published during the year. 20 oy Mr. Deva '

Final Orders on thﬁ recommendaﬁoﬂs and
.
the!‘em, have not ye b n passed by the Govel‘nme!lt. I llope however
t { bee ’

ment will expeditiously work out some of the recommendations of ﬂieﬁ::t (:toveml.
being done in other States and Provinces so that Cochin pors 28 is

: o may not lag behin
socio-economic activities necessitated by the abnormal conditzm?ofatie timo: e

CO-OPERATIVE CONFERENCES AND MEETINGS

THE NINTH LAND MORTGAGE BANKS' CONFERENCE, MADRAS,

11th February 1939

Extracts from the Address of Sri T. A. Ramalingam Chettiar, President, Madras
Co-operative Central Land Mortgage Bank Ltd.

On behalf of the Board of Management of the Madras Co-operative Central
Land Mortgage Bank I have very great pleasure to welcome you to the 9th Con-
ference of the Land Mortgage Banks. We have passed through another year of
quiet and busy work marking another milestone in our progress towards helping
the ryots to relieve themselves of the accumulated burden of debts. The year was
marked by a great effort made by the popular Government of Madras to relieve
the ryot of his debts. This great effort was called for, both by the extraordinary
circumstances starting from the phenomenal fall in the price of the agricultural
produce and consequently of the lands on account of the economic depression start-
ed in 1928, but is still continuing, and by the condition of the ryot who, in following
an occupation not remunerative even in ordinary times, has been going down, un-
able to meet his growing wants and the strain of the accumulated debts. It is a
well known experience that a ryot who has to borrow finds he has only to go on
accumulating his debts with the inevitable result of being forced to sell his holding
and become a labourer, often without work. Let me express, on behalf of the
agricultural population, our indebtedness to the Government for having passed the
Agriculturists’ Debt Relief Act. At the same time, it is my duty to inform the
Government that their intention in passing the Act has not been and cannot be
fulfilled without further legislation. I will refer to some of the difficulties felt later.

Steps to reduce delay.—I am very glad to be able to report once again that
there have been no overdues to this bank from any of the primary banks and that
the primary banks generally managed their affairs efficiently. It is a standing
complaint that there is long delay in the sanctioning of applications for loans. We
have been examining this question from time to time. Even though the evil is
known, it is very difficult to find a remedy for it. Most of our ryots do not keep
their old records. When they come and apply for loans, we have to ask them to
produce satisfactory vouchers for discharge of old encumbrances and proper docu-
ments to prove title. The applicant goes about searching for records only after
he applies for a loan. Very often original documents are missing and we have to
be satisfied with certified copies of registered documents, and in case of transac-
tions not evidenced by registered documents, with statements taken from persons
likely to question the title or to claim under previous encumbrances. Most of the
delay in sanctioning the loans is due to this. There are, no doubt, a few cases in
which want of adequate staff either in the primary bank or for valuation purposes,
causes delay. The number of Sub-Deputy Registrars sanctioned for valuation

" purposes is still not adequate. A Sub-Deputy Registrar can ordinarily look after
- three banks. When there is a large flow of applications or when the area to be

covered is large, even three banks may be too much for a Sub-Deputy Registrar.

© Two banks in the province, viz, Amalapuram and Peelamedu had to employ special
- SiibaDeputy Registrars at their expense for a period of 3 months for the purpose
" of valustion to clear the large number of applications received by them. There is
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appeal to the Government to be a lj
. . t l
generous in supplying the agency for this burpose. 1 will also take this1 (:[fp;:‘(c)lje

nit.y of thanking the Government for the decision they came to, not to ch

primary banks for the present for the cost of the Sub-Deputs: Re, is(‘:rc e
understanding that, after paying a dividend not exceeding 5 per cenf to atl: 01}11 e
holders, the primary banks should set apart the entire balance of their piosﬁtzri;

ed this year that the Sub-Deputy Registrars
sidered competent and experienced by
for loans up to Rs. 500 direct to the bank.
0ans up to Rs. 500 by two or three weeks,

I?ebenture Redemption Fund.—Many of the problems which were pendi
solution last year have since heen settled. The bank has agreed to the consriit t}ng
of a sinking fund, called the Debenture Redemption Fund, to which whe’d'xeruct)oln
lections are made by the bank or not, and whatever the collections made by th;
bank may be, payment will be made every year of an amount which, with interest
at the rate at which the debenture has been floated, will accumulat’e to 1]20th of
the amount of the series to which the sinking fund relates. There will be a Si
king fund for each series separately. The investments in the sinking fund will 12-
valued annually and any short-fall will be made good out of ¢ e ven

1d he profits of th
before they are utilised for other purposes. This is satisfactory so far as it ;OZ: *

the Registrar, may send the applications
This will reduce the delay in cases of ]

Too high a margin.—But the Government has im
namely, (1) that there should be a margin of 2% per cent between the te of
interest at which the debentures are issued and the rate of interest char edr: et}:
ultimate borrower, and (2) that the dividend paid to the share-holders ofg th ?3 nli
should not be more than one per cent above the rate at which the debent s
issued. While I have no objection to the latter condition, which will, t s a?e
extent cripple the resources of the banks who are the pr’incipal shar:a }(: ﬁicertam
who are also the sole beneficiaries of the benefit derived from the redl; t? T o
rate of interest, I am of opinion that the frst condition is neither nec ooy, e
expedient. I have shown repeatedly to the Government and to you thc:S.?ary n?r
ble to manage and provide for ali the requirements including the buililinls o
satisfactory reserves by charging only 2 per cent above the borrowin rat;g e
that our transactions are increasing rapidly, there is very much lessg 'us:i'ﬁ N'ow
for this condition than before. The constitution of the sinking fund 0:’1 th ca.txon
above stated ensures a satisfactory margin for the expenses of the bank T}(: fines
of.intgerest charged to the villagers by the indigenous money-lenders ha. b e
going down. Under these circumstances, it will be a great pity if w N eten also
the rate of interest further. In response to the demand of the Goverem::‘e to. ralse
raised from 5 o 5% per cent only recently. But we find that the cond't;ien o
money market, especially in view of the higher rates of interest offered lb T ot the
vincial Governments and by institutions whose loans are guaranteed b y the Pro-
Governments, require that we should increase the rate of interest ffy fhe several
debentures. If the condition imposed by the Government above me(r)lt'ered for our
we will have to raise the rate of interest correspondingly to the bor ioned stands,
presented this state of facts to Government. But they have not sho Towers. .I re-
tion to relax the condition. The Board of Management considered tlvlm o {nten-
the last meeting and has decided to make a final appeal to the G: situation at
reconsider the situation in spite of the likelihood of the charge be‘fernment to
against it that it is persistent and it is becoming a nuisance like theu:fd 1;::1::;1

posed two more conditions,
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renewing his solicitations even after he had a direct refusal. I once more appeal
to the Premier to take into consideration all the factors involved before finally
disposing of this matter and forcing the bank to still further increase the rate of
interest.*

Thanks to the Government for concessions.—The Government were pleased to
enhance the maximum amount of guarantee to Rs. 150 lakhs in April 1938 and to
Rs. 200 lakhs in September 1938. They have also been pleased to sanction a scheme
of temporary accommodation whereby they are lending to the bank according to its
requirements every month sufficient to meet the needs of the bank up to the limit
of the mortgages for which money is advanced, but not covered by the debentures
issued. This arrangement has very greatly relieved the bank of its anxieties, as
the applications received for debentures were not equal to the requirements of the
bank. We are very happy to express to the Government our gratitude for this
prompt and ready help. This will also ehable us to float our debentures, as it is
intended, at the most favourable opportunity in the market.

The Government have also passed orders giving some concessions in the fees to
be charged for encumbrance certificates and in stamp fees and registration fees
The encumbrance certificate fee specially works a great hardship on the borrowers
who, being indebted, require as much relief as can be given. The Government has
passed orders making the issue of encumbrance certificates free for all loans upto
Rs. 2,000. The primary banks are finding it difficult to pay the audit fees fixed
which are heavy and require to be reduced. The Provincial Conference and the
Provincial Union, after considering the requirements of finance, have passed resolu-
tions suggesting scales of fee which have been endorsed by the Conference last
year and which I will request the Government once again to accept. Even if there
is a small deficit, I will appeal to the Government to bear it, as they will be afford-
ing by means of audit a security for the proper management of co-operative insti-
tutions intended for the agricultural population. Audit has to be treated as a
security service which ought to be compulsory, but not too burdensome.

In the working of the banks, various difficulties have been met with. Some
are of an administrative character, about which resolutions have been proposed by
some of the banks. You will have to consider them and arrive at satisfactory
conclusions which will safeguard the business management of the Central Bank
and the Primary Banks, but at the same time will give as much relief to the ryot
as possible. But there are other matters which require legislation.

Difficulties in Zamindari Areas.——Many of the zamindars have not issued pattas
to the ryots. The procedure laid down for the demand of patta is cumbrous, and
often leads to delay and vexation. In zamindari areas, we have found great diffi-

*Mr. Ramalingam Chettiar added that since he had prepared his written address,
he had received a G.O. in which it was stated that the Government were not prepar-
ed to reconsider the position and that they would adhere to the order already passed
that the margin between the borrowing and the lending rates should be 2% per cent.
The Government Order gave the impression that it was a censure. It was only on
the advice of the Prime Minister that they had continued the old practice of getting
money from co-operative institutions and District Boards. He was now censured
for continuing the old practice. He did not know which part of the Government
was censuring him; for it could not be the Premier or the Minister in charge,
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culty in dealing with applications, as pattas are not forthcomj

years. While the bank cannot accept title without productis::n:fn: sf:tzs?acxtl:m bert':;f
the ryot finds it difficult to produce it and has to forego relief that can ;Z pf‘ s
by the Land Mortgage Banks. In case of default in the payment of rent, the holili:;en
can be brought to sale by the zamindar. Under the present law nc; notice KZ
be sent to a mortgagee of the default or of a sale to be held, This’ makes the n: ei
tion of the bank risky. It is not always possible for the bank o be watchin: tsh;
notifications in the gazette about sales. Negligence and possibility of over-lookin
are human weaknesses to be taken note of. If notice is given to the bank oi
default in payment of rent, the bank can induce the ryot to pay or itself pay and
later collect from him. It is, therefore, necessary that legislation should be under-
taken to meet the two difficulties mentioned above. In view of the fact that the
Estates Land Act is shortly to be revised, I request that these points may be kept
in mind by the Government when the amending bill is prepared. I may also stal:e
in passing that at least one bank in the East Godavari District has represented
that its members will not apply for pattas pending the new legislation. This will
argue the necessity for speedy disposal of the matter.

Amendments to the Agriculturists’ Relief Act.—~In giving effect to the Agri-
culturists’ Relief Act, several difficulties have been felt. There have been cases
in almost every bank in which the creditors declined to take the amount arrived
at on a calculation based on the provisions of the Debt Relief Act, As the debtor
cannot have the amount of debt fixed unless and until the creditor files a suit for
the amount due to him, the debtors have been forced either to pay more than what
is due or leave the debt outstanding. Some procedure by way of application by the
debtor either to the ordinary courts or to a debt conciljation board, where one
exists, to fix the amount due, is necessary. For this purpose, the necessary amend-
ments to both the Acts (Agriculturists’ Relief Act and the Debt Conciliation Act)
may be passed as early as possible. I may state that an appreciably large number
of mortgagors are not able to complete the transactions on account of this difficulty
and large sums have to be kept in suspense in primary banks and the debtors have
to pay interest on them. :

The creditors are not willing to produce their documents to enable the bank
to calculate the amount due to them. In most cases, the prior documents the li
bility under which is covered by later documents, are not produced. The ’creditoa-
also refuse to take payments even after the amount due is calculated. In the rs
of mortgages, it is possible to deposit the amount in court, But even here, c:\hse
bank cannot go and deposit the money and take the risk of the amount not l’)e e
accepted by the mortgagee. There is considerable delay in the disposal of a nml
tions regarding deposits. The question of payment of interest in case the ?12 ca~
is not accepted by the mortgagee will arise as well as the complications Posn
from first advancing the money and then taking it back in eage the mortansmg
declines. In the case of simple loans, it is not possible to make gagee

these terms. Suitable amendments have to be made to meet these difficulties

In many cases the creditors are now taking pronotes or other securities £
much larger amounts than they advance so as to secure higher rates of’ i:r
terest or to get a premium for advancing loans. In some cases they take sal;
deeds of properties, while what is intended by the partieg is only mortgages. Thig
device is resorted to, to get over the provisions relating to interest in .

ists’ Relief Act. An amendment to the Moneylenders Act, prescribing a form of

accounts to be kept and a proper audit of accounts along with the licensing of ,

a deposit even on-

the Agricultur.
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lenders, which is demanded widely, and is in force in some of the provinces, will
go a long way to meet these difficulties. I have referred at length to various diffi-
culties we have met with and made suggestions and requests to the Government
for action and help.

Need for Co-operative Training.—Many persons are devoting their time and
energy for the satisfactory working of co-operative institutions in the province in
the full belief that thereby they are rendering a service, which though not in the
lime-light as in the political field, is productive of real and lasting benefit to their
fellow beings. As our people live mostly in the villages, it is in villages that all the
civic virtues and business principles have to be inculcated and worked. The Co-
operative Movement is a great agency intended to give effect to the urge in the
people to uplift themselves. Even though there have been failures, the Move-~
ment generally has contributed to the public service of a large number of unselfish
workers. So far, the Movement has been devoting itself mainly to the supply of
facile credit. But the realisation has come to the people that the ryot has to be
dealt with as a whole and for any economic improvement in his position, his in-
come from all sources has to be increased by the improvement of his agricultural
methods, by enabling him to purchase cheap and sell dear and not allowing any
portion of the fruits of his labour to go into the pockets of the middlemen, by utili-
sing his spare time and the spare members of his family by giving them suitable
subsidiary occupations and more than all by organising his economic life as a
whole. Village leadership has to be developed and proper supervision and help,
technical and otherwise, have to be provided. For this a band of properly trained
men is a necessity. There are so many unemployed men seeking work. If only they
can be utilised by giving them proper training and putting them in charge of a few
villages each, on a remuneration which will not be high but sufficient to main-
tain them, a great deal can be done. Even the cost of these organisers and super-
'visors or village leaders, as they may be called, can be found by a readjust-
ment of the expenditure incurred already by Government and non-official agency.
I made a proposal in the Provincial Union that the cost incurred on the mainten-
ance of Revenue Inspectors, Co-operative Supervisors and the Inspectors may
be pooled and Supervisors may be appointed one for each group of six or seven
villages who will look after the work done by these people at present, as well as
look after the village panchayats and other village institutions to come into exist-
ence. It is for the Government and the people to consider how best we may meet
the requirements of the situation.

Brother Co-operators, on your behalf as well as mine, I express our great
indebtedness to the Hon'ble Mr. C. Rajagopalachariar for his coming here to-day
and giving us encouragement and support by his presence. I will now request
him to open the Conference.

.+ Speech of the Hon'ble Sri C. Rajagopalachariar, Prime Minister, Government
of Madras,

The Hon'ble Sri C. Rajagopalachariar then declared open the Conference.
In doing so he said:

Proud record of Madras in Co-operation.—First of all he would like to con-
gratulate them before going into controversial matters. Secondly, he would like to
asgure them that Government were ready to help them as far as they could keeping
.in view the rest of the commitments that they had made and would have to make.
“Our heart is in your work. You must take that for granted. If you imagine that



152 Tue INDIAN Co0-OPERATIVE Review

this Government believe in getting on without t
machinery in the country, without the help of credi
tutions that have been working all these years, you
therefore, when I say that the assurance of €o-0
that the co-operators of this province have bee ivi : -
through your President in this address, is one of rtlheglg;lxigngaxflgu:; vte .o gl‘fen
our Government is laid. I believe that Madras can justly claim thai li(;nl’sxa(sm W};:Ch
the movement of Co-operation very satisfactorily, and I believe mu hwor .
satisfactorily than other provinces. That is my impression any way, andc '::ore
meaning any offence to other provinces, I can claim that. I have k:een 'WIt .
with the movement in my individual and personal capacity these ’chil:1 o.u ;h
vears, and my impression is that Madras is doing very well in Co-operatio: iilelgnk.:
to the exceedingly able, honest and earnest persons in the movement The" Pa si
dent has been giving practically all his energy and al] his enthusiasx;l to t}lxr work
these many years. (Cheers). There are also some others like him. Anqg ai? Z:\ork
have built up this movement in Madras. As a member of the Govérnment 1 hese
great hopes of making the utmost use of this machinery in the work wl,xich we
propose to carry on for the benefit of the people. Accepting this assuran e
may rest assured all that we can possibly do we shall do. o you
ments, you must try to find out the reasons for our attitude.
a mistake, and sometimes it may be a decision based on good
tions. But in either case, it will not be due to want of inter
your work.”

he help of the co-operative
t and other co-operative instj-
must be mistaken. Beljeve me,
peration with the Government

Sometimes it may be
and sound considera-
est or indifference to

Scaling down of debts.—Their President had bointed out some of the thi
the Government had been able to do to assist them in their work. He had 'utlg;
out that the Government had done the right thing in getting the sanctionpo;ntlel
Legislature for scaling down debts. All of them were aware of the doubts e ;
at the time when the Government introduced the measure. It was not a n e
troversial measure. It was not without atlendant risks of all kinds. But tl(lmhcﬁn-
been enabled to get it through and if it was not exactly in full woriﬁn ord Y oad
it could be easily put into working order in course of time. This was eis;sentiei‘l o
first requ}site. The burden of debts was so great that it was absolutel F o the
that it should be decreased. Therefore it was not mere courtesy on hi); necissiry
m?de Mr. Ramalingam Chettiar to refer to it nor was it self-adulation on }?izr(ff ,
mier’s) part that made him refer to it. The next step was to find w g
means to relieve the agriculturists of this burden that had been scaled dolalys a'nd
the assistance of the Legislature. The difficulties in this matter had been v::f —
_to by Mr. Ramalingam Cheitiar, He had pointed out that the title deeds we e
in order. He had also pointed out how they had to take statements fr o
possible claimants, because of the Hindu Law. om varlous

Under Hindu law, titles to land took the most com
prudence could conceive of. All kinds of difficulties an
said, were imposed on titles to land, and borrowin
far from easy or cheap. Had the old law grown
lawyers, law courts, judges and law reports,
according to progressive public opinion and t
would have progressed. But the old Hindu 1
had taken their place and the law had beco
fragmentation of property which was related
of colonising facilities, they had an enormously

Even a very willing land mortgage bank might

plicated forms that juris-
d restrictions, the Premier
g on land in the result became
of itself, and there had been no
but only pundits to explain matters
he needs of the situation, Hindu law
aw p.undits were gone and new oneg
me r.xgid. In addition to the evil of
to mc‘rease of population and want
complicated scheme of titles to land,
be unable to lend money where the

If you find disappoint- -
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title might be thought to be bad or doubtful. If individuals and institutions with
experience and knowledge should one day boldly come forward and advocate a
thorough reform of the law, explain that fragmentation had gone on so far that the
additional evil of qualified, reserved and doubtful titles and privilege in land were
all too cumbersome for the present times, that the man for the time being in posses-
sion of land should be the owner absolute of the land and that the personal law
should be changed accordingly, then the credit of the people would go up, and things
would get into a proper condition. It might have been all right in the old days
when people lived in large families that the father should not be entitled to sell
away the holding at his own will for anything he liked, and similar restrictions
should be imposed on those who might be entitled in any degree to the property,
for the protection of other members of the family. But property had got divided up
and little bits of land were loaded with debt. If all of them should make up their
mind that the law should be improved, it might not be very difficult to effect the
change. But there was nothing that did not have a case, and it might be that any
proposal to change the system or abolish one or other part of it would give rise to
controversies. Plausible and even sound arguments might be advanced in the
columns of newspapers that such proposals were revolutionary, wrong, unsuited to
the genius of the people, most outlandish, hasty, unsound and so on. Perhaps there
might be even justice in some of the arguments that might be advanced. But, un-
less they had the courage to simplify the law, credit would be in a very bad state
in the country.

The difficulty of title was a real one in the matter of lending on land and this
was one of the reasons why higher rates of interest were charged. The creditor
wanted to protect himself against possible defects in title by a sort of insurance,
But law reform such as he had referred to could not be brought about unless credit
associations such as the Bank combined in releasing property from the trammels,
The armour that was once necessary for protection was not necessary—indeed, it
would be an encumbrance—to the soldier, in modern warfare; that was also the
case with the legal system of titles in respect of landed property. Therefore it was
that he pleaded that property should be released from all the factors which in the
past might have constituted protection but to-day caused difficulties.

Sub-Deputy Registrars.—He would confess, that the Government gave land
mortgage banks in certain cases the services of Sub-Deputy Registrars of Co-
operation free only “very grudgingly.” It was necessary that they should be
grudging because the Government were not drawing any money from another
and spending it on the province. They derived their resources from their own
people and spent it on such services. They had to use the funds as people of
Madras city now used Red Hills water—very carefully, conserving it for future
use. The ideal condition would be that where an institution was run for the benefit
of particular people, they alone should be taxed for its maintenance. But in the
case of land mortgage banks, the tax-payer maintained the Sub-Deputy Registrars.
Was this right? The men who borrowed, lent, shared the benefits of and partici-
pated in the transactions and even the public-spirited men who guided the organi-
sation should feel at every tiirn that they maintained the institution and that it was
for them to see how much should be paid to the officers, and make such adjustments
as would make for effective and satisfactory working of the Bank, having reference
to their own financial resources. That would be possible if the financial burden of
the arrangement should rest on the institution concerned. That was the argument
advanced on behalf of the Government, but Sub-Deputy Registrars had been appoint-

&0
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ed under a different arrangement which was “still on an unstable equilibrium.” Tt
was not, he thought, an arrangement which could continue for all time.

Margin between rate of borrowing and lending.—Continuing, the Premier said
that Mr. Ramalingam Cheitiar had referred to many other points but seemed bit-
ter on the question of the margin between the rate of borrowing and lending by a
Bank. It was true that a borrower could not pay more than at a certain rate. While
limits should be fixed to the rate at which one could borrow, the laws of good busi-
ness management also should be borne in mind. Mr. Ramalingam Chettiar no doubt
admitted this, but claimed that he had looked into all relevant factors and that his
conclusion should be taken as the correct one by the Government. On the other
side, the Government’s advisers insisted with equal pertinacity and assurance that
the margin was necessary. The Premier said that he would not say that the one
was right or the other wrong. He would only suggest that they might carry on and
see how the arrangement worked. They should not imagine that he had taken care
to see to it that the order was communicated just on the eve of the conference, It
was just an accident, though “a strange and nice accident” But he would remind

them that their President insisted on speedy disposal of the matter, one way or the
other.

Problem of the Middleman.—With this personal explanation, the Premier con-
tinued, he would mention certain public aspects of the matter. That was in regard
to the problem of the middleman. There was a general impression that all middle-
men were bad and that was a cardinal axiom—he did not wish to exaggerate—with
co-operators; all middlemen, therefore, they held, deserved to be eliminated. But
the Premier would suggest another aspect of the matter for their consideration. The
middleman had been there for a long time. Just like carpenters, weavers and
others, middleman also formed a class and displayed certain special characteristics
and aptitude for their profession. They had a peculiar genius and temperament
which was developed by early training for middlemanship. The weaver, carpente;:
or the other artisan might not be a successful middleman; for it required certain
special qualities and training. Of course, it was but right that the
middleman should be just and fair and not be one who exploited. Many
middlemen had done that and had ruined the name of middlemanship
itself. Co-operative societies were also trying to become middlemen. But a com-
parison of the methods, economy and functioning of the two institutions would show
the advantages and defects of both. The middleman kept his shop which seemed
more “a temporary affair’ than anything else; but he had the price, make and quality
of his articles at his fingers’ ends. But what was the case with the co-operative storeg-
man? A gentleman who had failed to get on somewhere else or had been pensioned
off, an old person full of dignity and the feeling that he was rendering a public
service, sat at the counter, having to look up some book or invoice at every turn
Those in charge of co-operative societies might think they were eliminating mj ddle .
men. But he was not sure about it. He thought they were only substituting mid-
dlemen. They might, for aught he knew, be merely replacing the careful earl -
trained, though hungry, middleman by an institution which had no soul, which h:;
no heart, and which was in the charge of persons drawing fairly hl,gh salaries
(Laughter). What was described as robbery or exploitation in the cage of the
middleman became legitimate in the case of the society but the burden to the other
party remained the same (renewed laughter). All these things they should rem
ber in waging war against the middleman. He would therefore plead for a m;?;-
fied attitude towards the middleman-caste, using that word in the wider sense of .
class of people, nse of a

i
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The private money-lender.—Similarly, there was the money lender whom they
had to think of. Some money lenders had so carried on their business that they had
brought money-lending in India into very great disrepute. Things had come to such
pass that anybody who abused money-lenders thought he was doing a service to the
couniry thereby. But the money-lender had a definite function to perform and had
a place in society. Any amount of co-operative credit or government lending or
joint stock financing would not cover the entire field of credit requirements and
private money-lending would still be in the field, and would still have to be there.
There might be any number of well-organised hotels in the country; but would
domestic cooking die out on that account? Private money-lending should not be
abolished, but should be corrected, modified, improved and allowed to carry on in a
proper manner and fulfil the large function that it alone could. If, therefore a
particular rate of interest was insisted upon beyond which the private money-lender
could not go, and if at the same time a co-operative institution or government insti-
tution lent at a far lower rate, there would be “a tussle, competition among borrowers
to get loans, and all this will result in corruption.” If they under-bid the fair
money-lender, it would not be to the good of general economy. This view was put
forward not in order that banks might become extortionate money-lenders. But it
was for the general good that there should be no undue competition. It might be
that some money-lenders evaded the maximum rate of interest fixed, but the Gov-
ernment hoped to enforce the law in this respect. They must under-cut usury; but
they should not under-bid fair private lending far too much.

Mr. Ramalingam Chettiar contended that the margin should be 214 and 23 per
cent. But the Premier asked if this was a very important factor, when they viewed
the problem as a whole. When in the market they could not borrow below a cer-
tain rate of interest, surely they could not lend below a certain rate of interest.
That was almost a law of Nature. It might be that a Bank could work with a margin
of 214 per cent and carry on. But he (the Premier) would remind them of the
other considerations he had urged. It was not necessary to reduce the rate below
the common credit rate in the village. It was not easy for everybody in the village to
get credit from land morigage banks. It was only a certain class of debtors who
could successfully approach the banks or the Revenue Department and get loans.
There were recommendations, influence and other factors which came into play.
He was, the Premier, said, far too much of a realist and villager to ignore these
factors. Only certain classes of debtors could get easy credit and the bulk of
borrowers had to go to the private money-lender. They had to take all these into
consideration in making their arrangents. It was possible that the President of the
Bank might yet convince the Government that the margin fixed was not the right
one and that it should be altered. This was conceivable and probable. But for the
present there need be no quarrel over it.

In conclusion, the Premier said that the Land Mortgage Banks were doing very
important and solid work under grest difficulties. He hoped that all of them would
.carry on the work in the spirit in which alone they could achieve success in the
midst of difficulties. They had an able and tireless President with vast experience.
It was not every institution that got such guidance. Madras was lucky in having
a number of able men so far as co-operation was concerned; and the Co-operative
movement was lucky in Madras.

. Mr. Ramalingam Chettiar, in thanking the Prime Minister, for opening the Con-
ference, said that on the fundamental question of the rate of interest referred to
by the Prime Minister, he, as a co-operator, could not agree. The Prime Ministar
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had argued with great subtlety the case of the capitalist. If his argument was to be
adopted, they might as well wipe out the co-operative movement.

The Prime Minister: Not at all.

Mr. Ramalinga Chettiar, continuing, said, that the ideal of the movement was to
bring together the producer and the consumer. If Co-operative movement here
confined itself to a large extent, to the sphere of credit, it was due to peculiar condi~
tions. Their idea was to provide as cheap credit as possible to the ryots. They were
trying to give agriculturists as much help as possible. He would, therefore, request
the Prime Minister to consider the question once again. They were all grateful to
him for having opened the Conference.

Resolutions passed at the Conference.

1. Share Capital: —Doaes the collection of 1/20 of the loan applied for as share
capital cause hardship to members? Is it advisable to reduce the ratio of share
capital to loan ?

Resolution: —"* Referred to the Co-operative Committee.”

2. Entrance and Transfer fees on B. Class Shares:—In some banks, there is
provision for collection of entrance and transfer fees for B. class shares. Can the
collection of these fees on B. class shares be dispensed with ?

Resoultion: —“ The Primary banks may consider and reduce where possible.”

3. Loans: (a) Is propaganda necessary to afford the benefits of Land Mortgaga
Banks to a large number of agriculturists? If so, which is the agency that should
take up the work ?

Resolution: “The Primary Banks and the Departmental officers may carry
on the necessary propaganda.”

(b) Can Land Mortgage Banks issue loans for purposes other than the dis-
charge of prior debts ? If so, under what conditions and safeguards ?

Resolution : “The Bank may more largely give loans for land improve~
ment and issue a general circular on the subject.”

. (e) Loan applications of Rs. 500 and below scrutinised by Co-operative Sub-
Registrars specially authorised by the Registrar are now sent to the Central Land
Mortgage Bank direct. Can this arrangement be extended to loan applications of
Bs. 2,000 and below ?

Resolution: “To selected Sub-Deputy Registrars, the power of sending

direct to the Bank up to a maximum of Rs. 2,000 may be given.”
(d) Ax:e the instalments in Land Mortgage Banks paid promptly ? Can the
penal rate of interest provided in the by-laws be deleted ?
Resolution: “No change is necessary.”
(e) What is the policy to be adopted in regard to the issue of loans in Inam

villages on' .the security of (a) Melvaram rights, (b) Iruvaram rights and under
what conditions and safeguards loans may be advanced?

Resolution: “No loans can be given in such cases.”

4, Di:st?-ibu‘tion_ of profits: Is it desirable to exclude B, class share-holders
from participating in the profits of the bank—Dividend ?

Resolution: “It is desirable.”
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5, Fees for Registration: (a) What is the practice in banks in regard to the
payment of fees for registration of assignment fieeds in favour of the Central Lam}
Mortgage Bank ? Is any additional fee for this purpose collected from members ?

Resolution: “The whole question be examined. The borrowers should
not be made to pay?” .
(b) What is the effect of the latest orders of Governmer}t.on the question
of payment of half fees for registration of documents and for obtaining encumbrance
certificates for loans exceeding Rs. 2,000 ?
Resolution: It is working hardship on those who have to pay. Exemption
should be given in all cases.”

6. Disbursement of Loans and Encumbrance Certificate for a further period of
4 months from the date of execution of the mortgage bond.
Resolution: “It is desirable to obtain the encumbrance certificate for 4
months, but the disbursement of the loan need not be delayed.”

7. Annual Budgets of Primary Banks: Approval by the Ceniral Land Mort-
gage Bank or by the Deputy Registrars for Land Mortgage Banks.

Resolution : “The budgets need not be sent for sanction or approval.”

8. Issue of Pass Books by primary land mortgage banks to their borrowers and
annual confirmation slips. Amendment of by-law No. 30 of the model by-laws.

Resolution : “Ii is desirable to issue pass books and confirmation slips.”

9. Legislation.

Resolution : ¢ Legislation on the points menﬁofxed in the Presidgnt’s
address may be undertaken as well as on the following points as early as possible.
Power to summon witnesses and documents be given to the Cs., Rs. of L.M, Bs.
wherever necessary to obtain information relevant to enquiries before them.

10. Production of Pattas in Zamindari Areas: (a) As, in pursu.ance of cir-
cular 1138.39 dated 16-7-38 the Primary Banks are prohibited from issuing loans

. without the production of a separate patta in the name of the borrower and as

the said prohibition is bringing to a stand still the work of the banks where the
Zamindari villages predominated, this conference urges that the insistence on a
separate Patta, as a condition precedent be dispensed with and loans may be issued
to members as before if the following conditions are fulfilled :—

(1) zamindar’s agreement to the bank undertaking to issue notice before
the hypotheca is put up for sale.

(2) Mutation of the borrower’s name in the village accounts.

(3) Joint patta including the name of the borrower,

(4) Production of the tax receipts in the name of the borrower.—Coca-

"nada, L.M.B.

(b) Resolved that the production of Estate Pattas in respect of hypotheca
in Zamindari villages be waived in cases where they are not forthcoming. In such
cases a certificate from the village officer regarding the possession and enjoyment
of the borrower as shown by the village records be accepted as substitute.—Vad-
famannadu L.M.B.

Resolution: “ Referred to the Executive Committee.”



158 THE INDIAN CoO-OPERATIVE REVIEW

11. Audit Fees: “To request the Registrar of Co-operative Societies to
exempt Primary Land Mortgage Banks, whose working capital is less than
100,000 from audit fees.”

12. Registration of Sub-Division of Fields: Where an applicant is required
to file field sketches for fields with measurements, certified by the village karnam
or the joint pattadars when a portion of a field is offered as security, the Revenue
Department may be addressed to speed up the subdivision and separate registry of
the lands offered as security soon after a requisition from an applicant to that
effect is received by the Department through the bank for such sub division and
separate registry.  (This sort of work is done when the special loans under the
Agriculturists’ Loans Act were granted by the special loans officer).”

13. “ The Government may direct the village officers to grant sketches showing
sub-division where all the owners agree.”

14. Maximum Limit of Land in Tea and Coffee Estates: Raising the Maximum
limit up to which loans may be granted on the security of Tea and Coffee Estates
to 50 and 45 per cent from 35 and 30 per cent.

Resolution: ‘‘May be considered after gaining experience.”

15. Loans on Wet and Dry Lands: To request the Central Land Mortgage
Bank to grant loans at 50 per cent. of the value on the mortgage of well-aided
dry lands as in the case of wet and garden lands.

Resolution : “ Will be treated in the same way as other dry lands.”

16. Extension of period of loan from 20 to 30 years.
Resolution : ‘“May be extended to 25 years if the primary banks want it.

17. Reduction of the rate of interest from 4% to 3 per cent on all the existing
loans. It may be tried up to a limit of 5 lakhs.”

Resolution : * Impossible.”

18. Reduction of Cost of Administration: “As the loan application up to
Rs. 2,000 are asked to be sent by the C.S. Rs, direct the remaining work of the

D.R’s may be done by the Dt. Deputy Registrars and the bank be relieved of the
high cost incurred on the special Deputy Registrars.”

19. Speeding up Sanctionof Loans: * This Conference resolves that in order
to speed up sanction of loans the number of Sub-Registrars for Land Mortgage
Banks be increased so that scrutiny of the applications may be ensured better.”

20. Admission of Members and Loan Applications: “In order to investigate
immediately into loan applications it is hereby resolved that a committee consisting
of three directors of primary banks, one of whom shall be the President or Secre-
tary, may be authorised to admit the members and receive loan applications.”

21. “That the Secretary of the Primary Land Mortgage Bank should in all
cases where a loan has been sanctioned by the Central Land Mortgage Bank, be
authorised to allot additional A Class shares to the past members (whose loans l’mve
been sanctioned) and any B Class share to the members of the family or repre-

sentatives in interest of such members for the purpose of enabling the execution,
without delay, of mortgage bonds.” ‘
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22, Building Funds: To allow Primary Land Mortgage Banks to raise building

funds. To grant funds for propaganda work in connection with the Land Mortgage
Banks.

Resolution: *“Each case will have to be considered on its merits.”

23. Provident Fund for Staff: “That a system of provident fund be imme-
diately started in every Primary Land Mortgage Bank for the benefit of its staff,

subject to the approval of the Central Land Mortgage Bank, so as to ensure a
uniform system in the Presidency.”

24. Revising Prices: Revising the system of fixing the value of paddy to
bring it in line with the present market rate, namely, not less than Rs. 15 per 96
Madras measures.

Resolution: “ Referred to the Board to call for information and fix the
rate.”

95. Awvoidance of Frequent Transfers: * This Conference recommends to the
Government that ordinarily, co-operative Sub-Registrars of Land Mortgage Banks
should be kept in one station for at least a period of three years as frequent

transfers very often dislocate the work of the Primary Land Mortgage Banks under
their charge.”

26. Form of Report by Sub-Registrars: The following draft resolution was
referred to the Executive Committee, “ As the Sub-Registrar’s report is almost on
the same lines as of the Supervisor’s report and as it is essential that a printed con-
cise form should be prescribed for the Sub-Registrar’s report to facilitate quick
disposal of loan applications and to avoid repetition, it is resolved that the Central
Land Mortgage Bank and the Registrar may prescribe a form.”

27. “Resolved to address the Madras Co-operative Central Land Mortgage
Bank, requesting them to permit entertainment and sanction of loan applications on
the security of properties mentioned in A and B lists though the, major portion of
the properties may not be situated in the villages included in A list.”

28. Representatioﬁ on Debt Conciliation Boards: “Resolved to request the
Government to give proper representation to the Primary Land Mortgage Banks,
in the Debt Conciliation Boards.”

29. Crop Loon and Sale Societies: *“To request the Registrar of Co-opera-
tive Societies to organise a crop loan and sale society at the head quarters of every
bank.”

30. Grant of Second Loan: *Members should be advanced a second loan if
they require it for a legitimate purpose. This may be advanced on property other
than the hypotheca or on a portion of the hypotheca released from the first mort-
gage. The bank may be a little liberal. But it ought to close the loan in all

cases in which a member borrows outside on the security of the property mortgaged
to the Land Mortgage Bank.”

31. “The Central Bank is requested to give due weight to the primary banks’
recommendation and to the reasons stated therein in sanctioning loans whenever
jihey differ from those of the Sub-Registrars.”

82, “As in ascertaining applicant’s title to the hypotheca from the encum-
- brance certificate obtained for a period of 24 years the bank as well as the applicant
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being ignorant of the transactions in the interim period from block survey, expe-
rience considerable difficulty which may be obviated if the encumbrance certificate
concession is extended as far back as the time of Block survey, it is resolved that
the Registrar and the Central Land Mortgage Bank may agitate on this and get the
concession accordirigly in the interests of the poor ryots.”

33. “To request the Government to deliver the security bonds in the case of
Government loans under Land Improvement Act or under any other rule soon
after the loan is completely discharged and not wait for one year under present
rules and to return these bonds to the Land Mortgage Bank which paid the amount
and not to the borrower on his application to the Tahsildar.”

34. “To request the Imperial Bank and other joint stock banks that in case
of pronotes or bonds discharged by the Primary Land Mortgage Bank on behalf
of its clients, they should return the same to the bank and not to the clients.’

35. “To request the Government to give illustrations under the different con-
ditions of debts mentioned under the two sections 8 and 9 of the Debt Relief At
to avoid wrong application of its principles under section 28(2¢) of the Act.”

XXII UNITED PROVINCES CO-OPERATIVE CONFERENCE, BIJNOR,
18TH AND 19TH FEBRUARY 1939.

Extracts from the Inaugural Address of the Hon’ble Dr. K. N, Katju, Minister of
Development and Justice, United Provinces.

During the last few years the co-operative movement in the U. P. has mada
steady progress. I shall advert presently to our future programme of further ex-
pansion, but it may be of interest to take note of the progress achieved. The
figures for the year 1936-37 are contained in the annual report on the working of
co-operative societies already available in print. The following figures for the year
ending 30th June, 1938 may interest you.

Owned Capital on

30th
June

Working Capital on

30th
June
1937.

No of Societies on No. of Members on

30th

30th
June
1938.

30th

June

30th

June

30th
June
1938.

30th

June

June

1938.

1937.

1938.

1937.

1937.

Rs.

Rs. Rs.
39,10,619 39,82,013

94,87,365

Rs.
92,24,838

5,886 *

5,960 *

Central Societies credit

72 6,820t 7,526+

72

13,412

12,780

20,71,651 2591412 10,30,413 12,65,943

35,489
1,884

16,336+
1,378+

71

Central Societies non-credit

17,714

317,373

1,10,62,125  1,19,14,461 64,00,644 66,56,327

2,71,520

8,439 2,08,738

7,788

Primaries Agriculture

54,05,633 62,99.720 26,16,516 30,34,070

547 52,170 59,949

474

Primaries Non-Agriculture

1,39,58,192  1,49,38,353

3,02,92,938

3,82,254 2,77,64,247

8,388 9,135 291,402

Total

tSocieties.

*Individual
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Though the number of central societies remains at 72 their working capital
shows a further increase by Rs. 2.63 lakhs over last year’s fipure. The increase of
632 in membership is exclusively due to ordinary members, ie., primary societies.
Non-credit central societies record a further rise from 54 to 73, and the progress,
being in full swing, will be further reflected in the figures for the next year.
Working capital and membership have gone up by Rs. 520 lakhs and Rs. 1,96,591
respectively. The contribution of a little less than half in the shape of owned capi-
tal is gratifying. Agricultural primary societies have also done well and the orga-
nisation of cane supply societies has been maintained. Though the rise in the
number of societies is only 651, the increases in membership and working capital are
a distinct advance over the last year's figures. An effort has been made to induce
all respectable residents of the village to become members of societies. The num-
ber of non-agricultural secieties has gone up by 73 ; membership has increased by
8,000 and the working capital by nearly Rs. 9 lakhs. Apart from the total increase in
the number of societies, the rise in membership and increase in capital show a satis-
factory improvement. The average membership in a primary society is now 37
against 31 of the last year and 28 of the year previous. The owned capital is about
63 per cent. of the total amount invested in the movement which now amounts to
a little less than Rs. 214 crores.

I congratulate all of you interested in the co-operative movement who have
by your devoted labours brought about this improvement in the year 1937-38. Dur-
ing the last eight months the Co-operative Depariment had worked with re-
doubled vigour. There has heen expansion and development all-round, and I
am sure that the year 1938-39 will record progress which will compare favourably
with that in any preceding year. A very satisfactory feature of the development
is the remarkable progress made in the formation and development of cane-
growers’ societies and ghee producing societies. Marketing of agricultural produce
is one of the most difficult problems engaging the attention of Government, and
co-operative marketing in any shape or form on sound lines is to be welcomed. I
therefore attach the greatest value to the sound work which is being carried on
under the aegis of ghee producing and also milk producing societies.

It is a matter for gratification that it has now been increasingly recognised that
co-operative work need not and indeed should not, be limited to the field of credit
but that it should endeavour to cover the whole economic and social life in the
village. It is now admitted by all competent authorities that in the past concentrat-
ed effort was made to enable the cultivator to procure credit on reasonable terms,
Those terms were certainly reasonable as compared with the conditions then pre-
vailing in the rural areas, but they sound fairly excessive and harsh in these days
when different notions prevail. But apart from that the result of concentrated atten-
tion only on one aspect of co-operation was to make a co-operative society for all
practical purposes a society of borrowers. The thirty people in the village with
some capital and credit of their own and with no immediate need to borrow studi-
ously kept away from the society, and the further result was that ag needy and

necessitous men are not free men and certainly are not prudent men, they treafed'

the society as a ready instrument to enable them to raise without much difficulty,
The co-operative principles were not properly assimilated. Men became members
without thoroughly understanding what the movement stood for and what liabilities
they might be ultimately called upon to bear, and when later owing to agricultural
depression and slump in prices and other unforeseen circumstances difficulties came
the movement in many districts got into bad odour and almost seemed to crash,
That a disaster was averted was due to the firm and prudent handling of the gitug.
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tion by Mr. Kharegat and his successor Mr. Vishnu Sahay is a matter of common
knowledge. This was the inevitable result of concentration on credit.

When I began to study things for myself I early formed the opinion that wide
and sound education of the villagers into the inmost meaning of co-operation was
absolutely necessary before the establishment of any co-operative organisation, and
particularly before the opening of a co-operative credit society was undertaken in
any area. This public education is to be imparted by means of propaganda, lectures,
publicity in newspapers and even door to door visits. Indeed in my opinion credit
co-operative societies must follow, and not precede, other forms of co-operative
organisation. The first effort of an organiser should be to impress upon the resi-
dents of a village the benefits which accrue from organised co-operative life. Co-
operation is not a new conception to the Indian villager; it is a familiar idea to him
in his social life in the form of his own caste organisations. What is needed is to
broaden that conception so as to make it cover the whole village community in its
economic and social sphere. It seems to me that the first work which should be
aimed at by a co-operative organisation in a village is the work of rural re-construc-
tion and rural development. The need of it is great and urgent. The villager
recognises it, because it is he who suffers day in and day out from the miserable
conditions as to sanitation and hygiene, lack of medical aid, want of educational
facilities, poor communications, lack of pure water supply and other necessities of a
civilised life. For the removal of all these difficulties a co-operative organisation
which includes in its fold the entire village community irrespective of caste ani
creed is the only possible efficient instrument. You are probably aware that in the
scheme of rural development formulated by the U.P. Government the very founda-
tion of the whole structure is a Better Living Society. People have asked me why
I insist upon that almost as a condition precedent to all development work. There
is no charm in the phrase ‘Better Living Society;’ and I am sometimes told that the
village panchgyat either nominated or even elected might prove equally efficacious
and competent. In my opinion, the object which we should have in view is the
organisation of the whole village community so that that community, small as it is,
may take active and continous interest from week to week and month to month in
all that promotes its economic and social welfare. You may call that organisation
a Better Living Society or by any other name—it does not matter what you call it.
A co-operative organisation teaches valuable lessons in self-help, in self~reliance and
the most important of all, in co-operative endeavour of all for the benefit of the
village as a whole. In some respects a co-operative organisation may indeed be
said to be more amenable to popular influence and control than a local body which
is periodically elected at regular intervals of several years and then is left to its own
resources and its own devices. A system of election may be necessary and indis-
pengable in urban areas where population is large, and representative institutions
are the only method by which local self-government can function or be administer-
ed; but in small villages where population is limited to a few hundreds of people
grouped together in a small number of families, it is quite feasible to create and
develop an organisation by which the community as a whole should take actime
part in the management of its own local affairs. The officers of that organisation
¢all them Panches or by whatever name you please—would be nothing but a
working committee of a bigger body whose function should be to give effect to the
decisions of the entire organisation. It seems to me that the contact hetween this

. working committee and the members of the whole village community organised

ofi o-operative lines is far closer and far more real than the contact between the
members of municipal and district boards and even members of smaller town areas
and notified areas.
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Co-operative organisation of the village community has its decisive advantages.
Our village communities of the present day are disorganised and therefore torn by
factions. It may be that most of these factions owe their origin to the rivalries of
the proprietors and co-sharers in the village. Into the ambit of one or the other,
each villager and cultivator is somehow or other drawn. But I am certain that the
formation of a Better Living Society which will be primarily concerned with topics
of general interest and general concern will provide a valuable means for pro-
moting peace and harmony in the village community. It will lessen faction and by
providing a common meeting ground will diminish causes of internal strife. My
experience of the past year has convinced me that our villager, though he is illiter-
ate and ignorant, possesses shrewd commonsense and is fully capable of under-
standing what is conducive to his advantage, if it is properly explained to him. He
is poor and therefore shy and extremely suspicious of any movement which he
thinks may be merely a device for taxing him further and making him part with
money which will be carried out of the village and applied for other purposes.
But 1 am convinced that if he were satisfied that the co-operative organisation is
meant exclusively for his benefit and that any subscription which he is called upon
to pay will be solely at the disposal of the village community to be applied for
such purposes as they may themselves determine, supplemented as such local funds
could be from time to time by grants and subsidies from Government, then the
appeal for the formation of these co-operative organisations would meet with a
ready response. I may, however, add in passing that these co-operative organisa-
tions find a ready soil for their growth in areas inhabited by cultivators of more or
less equal degree. Co-operative organisation pre-supposes a prevailing sense of
equality and a genuine democratic spirit. It may therefore be difficult to estab-
lish a co-operative organisation in villages which are over-ridden with the authority
of one or several dominating proprietors who look upon the whole village commu-
nity as being subservient fo their control. In my official tours, generally speaking,
I have found co-operative organisations flourishing most where the village be-
longed to a body of peasant proprietors or petty shareholders who were substanti-
ally a body of peasant proprietors or in villages where there was no resident
Zamindar. It has indeed been said that many short-sighted zamindars are averse
to the growth and development of the co-operative movement in their villages be-
cause they apprehend that that movement would, by fostering habits of self-reliance
and self-respect, interfere with that authority and power which a zamindar ought

to wield. But that is another story and I will not pursue this line of thought any
further.

Coming to Better Living Societies again, as I said, I have no doubt that if the
benefits of a co-operative organisation were properly explained to the people we shall
be successful. Only last week in the Sitapur district I was delighted to find in a
village that out of 49 families 48 families of all classes and communities had become
members of a Better Living Society and had paid their subscription of four annas
in cash and had elected a Panchayat of their own consisting of Brahmins, Thakurs,
Muslims, artisans and members of the scheduled castes. I found a similar example
in another village. In such co-operative organisation you will find that rich and

thrifty people as well as the poor and needy all become members, and solidarity .
would grow and then the field would be prepared for the formation of real credit

societies. The picture that I have before my mind and which I devoutly hope will
be realised in the near future is a net-work of multi-purpose co-operative organi-
sations spread all over the province, in every nook and corner of it, and taking
charge of the villager almost from his cradle to the end of his life. The problem
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of all problems is to assist the villager in the economic sphere by the development
of his agriculture and his cottage industries. We want co-operative effort in pro-
duction, in marketing and in finance, and it seems to me that it would be an unwise
policy to disintegrate this whole and either to take up one part by itself or to take
all in a disjointed manner. The problem must be tackled as a whole and by one
organisation with many-sided activities. The multi-purpose society should include
all the adults—if not all adults, at least all families in the village. It should have
funds of its own and it should be liberally subsidised by Government on a definite
well settled plan and this organisation should look after every activity in which the
villager is vitally interested ; it should look after improvement of agriculture by tha
supply of improved seeds and improved agricultural implements and better farming
by the consolidation of holdings and co-operative farming. It will have either by
itself or jointly with a neighbouring village a seed store of its own; it will have its
credit side in which all members, and particularly those who do not need money,
will see to it that the loans advanced are really applied for productive purposes,
and what is even more important is that those who have money will invest their
surplus cash as depositors. The society will take steps for the better marketing of
its produce, for the manufacture of gur and sugar by improved methods
and for the marketing of the dairy produce, and will also look after
the betterment of its own suitable village industries, such as handspinning and
hand-weaving, oil-pressing. Members will make adequate arrangements about
improved cattle breeding and cattle welfare. Every village will have its own Pan-
chayat Ghar, a substantial structure worthy of the village to whose construction
every single able-bodied person in the village would have contributed some-
thing, whether in cash or in kind or labour, so that it may be really and truly
in the best sense of the word an outward and living embodiment of
corporate village life. In the Panchayat Ghar the members of the co-opera-
tive society would meet every month and their Panchayat every week for their
deliberations. There would be a Kanya Pathasal for imparting instruction and
dispelling ignorance among the womenfolk of the village without which no real
improvement is possible. There will also be a night school for adults so long as
that may be necessary. The Panchayat Ghar will be an emporium for the sale
and barter of village products. There will be in the compound of the Panchayat
Ghar a well and a Phulwari and an Akhara and a Gymnasium and also provision for
distribution of medicine for common ailments. That is the vision which I love to
contemplate, and then I visualise a union of such multi-purpose societies in a com-
pact area comprising 25-30 villages, such unions culminating in a district federa-
tion of unions. Alongside this will be co-operative banks, district and central, to
finance the primary co-operative organisations in the villages. And these co~
operative unions and Federations would enable the humble cultivator to market his
agricultural produce and finished produets to the utmost advantage.

The more I study the problems of the countryside the more I am convinced
that the true path to salvation and economic emancipation of the village lies through
co-operation, and it seems to me that it would be worthy of consideration whether
it would not be desirable in suitable cases even to compel membership of a co-
operative organisation; for instance, where it is found that 75-80 per cent of the
families have already become members of a co-operative organisation, it should
not be made illegal for anybody to sell his agricultural produce or to borrow money
unless and until he himself is a member of a village co-operative society. I recog-
nise that this may sound a little drastic, but then some people have to be protected
against themselves and a little compulsion on the individual may be justified in the
interests of the community as a whole.
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As I have said above, we must deal with our village as a whole, and I am glad
to say that the soundness of that opinion is being increasingly recognised and we
in the U.P. are steadily moving in that direction. For instance, the cane-growing
societies in the eastern districts which have proved of such advantage to the cane-
grower will take up the task of rural development on their own shoulders, and soon
a scheme will be put into operation by which cane-growing societies will become
in reality multi-purpose societies and will also take charge of rural reconstruction.
Similarly, the scope of our ghee producing societies may be extended. These co-
operative organisaticns of agriculturists living in a village can easily expand and
work for the development of cottage industries which are really subsidiary to agri-
culture, such as hand-spinning and hand-weaving and oil pressing and Gur and
Khandsari manufacture and production of dairy produce.

Over and above all, the preseni Rural Development Department is engaged in
preparing the ground for co-operative work on a country-wide scale. As you know,
about 300 villages more or less are included in every rural development zone in
each district, and according to our plan, it is the function of officials and non-officials
in charge of rural development work not only to ameliorate the conditions in the
countryside in the matter of public health, sanitation and hygiene but also to spread
the gospel of co-operation throughout the villages. I call this Department the De-
partment of Public Enlightenment and Propaganda. We are all endeavouring by
our campaign against illiteracy, by the provision of free libraries and
reading rooms, by a liberal supply of newspapers, by the establishment
of Better Living Societies and by construction of Panchayat Ghars, to
instil in the mind of the villager the merits and beauty of co-operative organisa-
tion in the village. About 589 seed stores are now opened in the province to ensure
the supply of pure seed and to effect agricultural improvements by better farming
and by a more extensive use of improved agricultural implements. But the plan is
that as soon as the ground is fully prepared the whole of these activities will be
taken over by properly organised multi-purpose societies in each village or in a
group of two or three small villages, and these societies will form a union to look
after their own affairs, and in course of time—I imagine in the course of five years
—will become fully self-supporting.

As you may be aware all the organisers of the Rural Development Department
have been given a course of training in co-operation. But apart from that, steps
are being taken to train a large number of young men for employment as super-
visors, inspectors and auditors for co-operative work. Stress has been laid in the
past on the necessity of trained staff, and I thoroughly admit that a trained staff ig
essential; but over and above trainer, each supervisers, if he is to prove successful
in the discharge of his duties, must be imbued with real missionary zeal and love
for his work, He will have to spend his life in the villages in the midst of a
backward peasantry whom all of us are anxious to galvanise into life to make them
fit to shoulder the responsibilities, by co-operative effort, for the economic well-

being and social welfare of their village communities. A plan has been prepared by
which suitably selected persons will be trained in large numbers every year, and we
’

visualise that in the course of another five years there would be a net work of
multi-purpose societies spread all over the province in about 30,000 villages. When
that comes to pass, that will indeed be a day of proud achievement for those who
may have taken part in bringing about that cherished result.

The UP. Co-operative Union has in the past played an important part in the

development of co-operative activities in the province. The Banks will be called
upon to finance on an immense scale an ever-expanding number of co-operative
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societies of all kinds and descriptions, and their new responsibilities will tax all
their resources. But I wished just at present to emphasise one particular point.
The Supervisors at present function under the direct guidance and control of the
Co~operative Union. In the future the responsibilities of the Union will be greatly
enhanced and I have no doubt that in the discharge of those responsibilities the
Union will bring not only devoted labour but a new angle of vision and a new
method of approach. I have sometimes thought-—I hope I am not doing any injustice
to the Union—that in the past aitention was naturally devoted to the solvency of
the societies in order to ensure punctual payment of their debts due to co-opera-
tive banks. The Supervisor is an employee of the creditor and his primary duty
was to see that society continued by prudent management of its affairs to be able
to discharge their liabilities. His duties are heavy. He is to look after 30 societies
more or less and to see that their accounts are well kept and their finances are pro-
perly managed. It may be that he had not sufficient time at his disposal, nor some-
times even an inclination to persuade the people to expand their co-operative
activities in directions other than credit. I also recognise that the resources of the
Union were limited and the staff at their disposal may not have been always ade-
quate. But times have now changed and co-operation has come into its own. The
problem will not be of money. Money, we hope we will get and for the asking. But
the problem will be of men, and I trust that the UP. Co-operative Union will exert
its utmost to further the development of the co-operative movement on sound lines
in every direction, and their Supervisors will be instructed not only to look after
the finance of the primary societies but also to direct and guide their activities in
other useful channels also. I do not mean at all to suggest that this work has totally
been neglected in the past. On the contrary, the best rural development work that
T have seen so far has been in several districts in villages under the auspices of
co-operative societies. The results achieved were remarkable and commendable and
the villages had a distinctive, cheerful appearance of their own.

I said just now that the problem of the future is to get men, not merely money.
I do not by this refer to the staff alone. We require the ungrudging and unselfish
services of a vast body of enlightened non-officials to take deep and abiding interest
in the co-operative movement and in the management of co-operative institutions
throughout the province. On reading through the proceedings of the past sessions of
this conference I have been struck by the fact that while the movement has gripped
the soul of many stalwarts who have remained in it through thick and thin, through
gloom and sunshine, accession of new strength has not been very marked. Year after
year veterans have attended the conference and have sought to guide the movement
by their sound advice and rich experience. But one regretfully misses the presence
of new recruits to the ranks. I shall not go into the reasons for this state of affairs.
It may be that younger men of unbounded energy and self-effacing patriotism were
attracted and engrossed in other directions. But with the change of conditions and
with greater opportunities for moulding our destinies after our own heart’s desire,

‘1 fervently hope that the call of co-operative work, which is indeed in other words

constructive work—will find ready response in many a heart and many men and
many women will devote their energy to this selfless work. But it is up to us who
are already engaged in the work to make our needs known, our appeal heard and
the nobility of our cause appreciated and fully known and understood. It is with
this view that I plead for wide publicity and wide propaganda on behalf of co-ope-~
ration. Government propose to do their bit to achieve this purpose. They have
altendy appointed a Special Officer in the Co-operative Department to organise
publicity on hehalf of co-operation and for the exposition in popular language of

_co-operative principles.
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i pomlar ke and by specenes o et ™ the press and on the platform,
s. It is with the same end in view that
I suggest to you that you should draw up a formal constitution for this conf
'It is not only desirable that you should meet regularly once every 12 mo:‘t)hse:erlc?t‘
is also necessary that it should be largely extended and made more represent;ti:‘ 1I
do not want it to be said that the conference is merely a general meeting of the I?P
Co-operative Union. Of course the members of the Union should be there: buf; I
should also like the conference to be attended by other persons, interested’in the
moyement, who have been nominated to it directly by the co-operative societies or
their unions. I often think that when we deal with statistics we forget that we are
dealing with a Province of 50 million inhabitants. The figures about members of our
societies and of our working capital may sound impressive by themselves, but when
we remember that we are dealing with a province having a population of’ﬁve crores
and that our currency is in silver and when we compare our position with countries
of the west where the co-operative movement is flourishing, then we will at once
realise how much leeway we have got to make up. It is with the desire of
popularising the movement and of increasing public interest in it that I plead for a
wider basis for this conference. The U.P. Co-operative Union may well remain as
the executive of the conference, but it will be all to the good if we have every year

thousands assembling as a deliberative body who hold the cause of co-operation dear
and worthy.

The times are propitious for a well-planned advance of the co-operative move-
ment. We have every hope that the new agrarian legislation now on the legislative
anvil will create a sturdy and self-reliant peasantry in the province. Measures to
relieve rural indebtedness on an extensive scale, which Government propose to intro-
duce at a very early date, will, it is hoped, substantially relieve the cultivators from
the heavy burden of debt and also arrears of rent under which they are now gro
ing. With the pasing of these measures, one of the difficulties which has facid -
operators in the past, viz., the crushing burden of debt will have disappeared 00:1
we will have opportunities of working under far more happy conditions. Qur ;nk
will indeed be a noble one. To protect the improvident cultivator from }.\imself sd
to prevent him from falling into debt from which he would have been reaso: 1’;
{reed after so great a travail; to bring light and happiness into many home n; .
a1'; present darkness and misery reigns; to add to the wealth of the villager; 'fov:n ell;e
%us surroundings clean and healthy, to liberate him from the bonds of illit:arac y 3
1gn_orance; to remove faction and disorganisation and instal in their place organiss;t'an
unity and communal harmony—in short, to create a worthy citizen of a free Indlizn’

Extracts from the Presidenti [
= e Presidential Address of Dewan Bahadur K. V. Brahma, CLE,

Looking to the movement in your province as a whole one is struck by two im

portant features. An effort is apparently on foot to balance that part of the move-~ °

ment which deals with agriculturists alone with the part which is non icul

This effort at an equipoise is succeeding, and if pushed on with the sar::l grie tural,
hitherto, your province can claim for itself what Dr. Toyoliko Kagawae(wgo‘;r Iy
known as the Gandhi of Japan) claims for Japan. At a recent meeting h lgoﬂ;u L
bulpore the Doctor said that the marvellous progress Japan had shosvne' ah T
60 years was due to the co-operative movement, Japan had learnt fro mGt e last
and to the education that was being imparted to every boy and girl therm I;rmany
on to observe that there was a net work of co-operative societies to sa;. s
interests of producers, manufacturers, and agriculturists and labOurersei‘::;d w?:}.;
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the aid of this mighty co-operative organisation his country had succeeded in exter-
minating the Communist agitation in Japan.

While India cannot boast of a mighty co-operative organisation, your province
can, in my opinion, legitimately claim an advance in this direction. The increase in
the membership and working capital of non-agricultural credit societies of limited
liability, by 7389 and 9 lakhs respectively, is due largely to the formation of credit
societies of salary-earners and if these can be induced to benefit themselves by
thrift, self-help and mutual aid, the day for India’s all-round prosperity would not
be distant. It seems you have taken care to see that these societies manned as they
are by intelligent and educated people should not fail; and precaution by way of an
arrangement by which deductions towards payment of the society’s dues are re-
gularly made from the monthly pay sheets of members is not only prudent but wise.

" Taking all factors into consideration your province can justly claim that the move-

ment in your province compares favourably with the movement in many provinces
in India.

The working of the Central Banks sems to be satisfactory though in some inst-
ances defects and drawbacks which I notice in my own province are noticeable here,
though on a smaller scale.- The working of only a dozen banks out of 60 shows a
loss. It is encouraging, however, that your efforts have been crowned with success
and you have been able to reduce the number of deficit banks from 15 to 9, I mean
banks where expenses and interest exceed the income. The condition of 6 banks is
so rehabilitated that they could distribute dividends. The total deposit liability is
in the neighbourhood of Rs. 53 lakhs, and I note that the rate of interest is generally
3 p.c. though in some banks it is reduced to 2 or 2% p.c. I find that with the excep-
tion of 3 or 4 banks no difficulty is felt in meeting withdrawals of deposits and that
a majority of banks hold fluid resources in excess of the prescribed scale. Your
policy in accepting deposits with caution is no doubt correct.

I am of opinion that given the necessary man-power this is the time when a big
drive can be made in the movement. Conditions in the money market are remarka-
bly easy and people are finding it difficult to get money at reasonable rates. A sort
of nervousness has crept in and the only movement which can be relied upon to
restore the equilibrium in this disturbed condition is the co-operative movement.
Efforts at this time in the country-side to organise societies would certainly succeed
and one would get much better material to deal with now than at any previous time.
A very gratifying feature is that recoveries in your province from the primary socie-
ties are 71 p.c. This is said to be due to partial rise of prices of commodities and a
confidence generated in societies that repayments made would be followed by loans
again when wanted. A word of caution is here necassary. I know of an instance in
my province where a society paid regularly and borrowed regularly, and all this was

_ done with money borrowed from an outside creditor. The society sucessfully hood-
: vg'iﬁked the bank for a number of years, and we credited it as being one of the very

ood ‘societies, little suspecting that we were being tricked. I have every reason to

f¥believe that this is not so with you as it zppears that overdues have dropped by one
*“@hd ‘a half lakhs on the whole. This would not be the case without genuine repay=-

ments, as even the overdue interest has gone down by half a lakh. One novel

* Yeature which has contributed to such a high percentage is the system that is being

tried by the Moradabad Bank of accepting payments in kind. Tt is said that this is

. done by offering members of societies a rate slightly better than that ruling in the
- market, that speculation is studiously avoided, that every effort is made to dispose

of the stock as soon as the glut season draws to a close. I should like to be enlight-

. ened more on this point and before I leave this province I should very much like to
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take the opportunity for seeing things first hand. If Moradabad, Kanth and Kotad-
war banks have succeeded in making profits and at the same time effecting greater
recoveries this way, there is no reason why this example should not succeed else-
where unles there is something special with grain which is not in common with
cotton or other commodities that agriculturists produce.

Coming to the primary credit societies you are just at the threshold of land
mortgage socities. We have made a greater progress in this repect in our part of
the province where the land tenure is raivatwari, and every agriculturist has a
transferable right in his holding. You think you are hampered in the progress by
the land tenures that exist in this province and by the absence of a central land
mortgage bank and your idea is to get over the latter difficulty by entrusting land
mortgage business as a branch to the apex bank you are ahout to establish. This
is perhaps prompted by the idea of economy but from the experience we have in
our province, I am inclined to think it would be better for you to start this business
with an independent central bank. Considerations inveolved in the working of a land
mortgage bank are so different from the ordinary short term business that our
central banks do, that an independent institution is essential both from the point of
view of despatch as well as from the point of view of supervison and recoveries.
Examination of the questions of title, the settlement of the debts of the creditors of
the borrower and a critical study of the financial position of the borrower all take
time and if an institution already full with work in another direction is saddled with
this work progress is slow, advances are delayed and the debtor is in other ways so
hampered that he is inclined to prefer the ordinary creditor to the land mortgage
bank.

The total number of your primary societies has now reached the respectable
figure of 6427 with a membership of 1,42,000. The average membership per society
is thus 22. I am told that an effort is being made to embrace within the fold a
larger population of the village and that it is meeting with success. In the matter of
expansion one has to bear in mind that if it is allowed to proceed beyond a point
which would make efficient supervision difficult an undesirable result is bound to
follow. On the question of the size of a society there are two opinions and both of
themn have logic and reason to support them. One view is that in an unlimited lia-
bility society the size should not be beyond 20 or 30, as mutual checks and super-
vision, the essential basis of unlimited liability, get attenuated. The other view is that
if it is possible one should have the whole village enrolled in a society so that there is
little room for fraud or for putting forward excuses for non-payment. Some years
ago I met a big Government Officer froin the Dutch East Indies, Java and Sumatra.
He paid a flying visit to our province and after he had seen some of our societies I
asked him to explain the way they were having socicties in Java. He told me that
in Dutch East Indies the rule was not to start a society in a village unless the village
as a whole agreed to formation of a society in the village. He said in Java the village
headman was always an exofficio member of the society and that it was a part of his
business to see that villagers did pay their debts regularly. He advised me that we
should follow their example and make co-operative movement a part of the village
administration. We would then have according to him a real corporate activity and
we would have an agent on the spot to see that what was promised was performed
and that what was advanced was according to the real productive needs of the
borrower. In the Punjab, particularly in Lyalpur district, I came across societies
where the membership was over 100 and I was assured by the authorities there that
the societles were working satisfactorily. In large societies like these not all are
borrowers and funds for the needs of those who want money are obtained locally and

P %
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the creditors being on the spot recoveries are not allowed to lag behind. That work-
ing of primary societies here was satisfactory was apparent to me from the follow-
ing figures. Of the 6,427 societies nearly a third distributed dividends, a fifth gave
rebate o members and a fourth reduced their lending rates. An eloquent tribute to
vour efforts, I mean the efforts of the officials and non-officials working hand in hand
in co-operation, is contained in the following words of the official report of your pro-
vince for 1936-37:—

“That there is a lot of dead wood to be cut away cannot be denied. But things
are not so bad as figures would suggest. Of the bad lot, there are indications that
in a number sap has begun to run and fresh shoots will reappear. With the reduc-
tion of debts to reasonable dimensions and their conversion into long term loans on
the one hand and with separate provision for crop requirements and encouragement
of repayments in kind on the other, it is hoped that a large number would be pulled
out of the rut in course of time.”

With the ‘Sahaya’ of a ‘Vishnu’ or with a Vishnu Sahaya at the helm of affairs
one cannot except otherwise and let me take this opportunity of publicly congratulat-
ing your Registrar and his non-official helpmates for their unceasing efforts in the
cause of Co-operation, May they continue their labour for a while more, and I am
sure the United Provinces will be holding the torch light to other provinces in India.

As for non-credit societies your great achievement is the Cane Supply societies.
192 societies of this type were added in one year. Profit earned by these societies
was Rs. 80,693 apart from what was earned by central banks and credit societies by
organising supplies direct. Efforts in this direction are confined not only to a profita-
ble sale of cane, but extended to developing a better variety of cane and better farm-
ing in respect of cane cultivation. This is rendered possible by a substantial assistance
from Government both in men and money. But what is to the credit of Govern-
ment more than this is their willing help in the organisation of Milk and Ghee Socie-
ties, The number of Ghee Societies is said to be 153 with a membership of 3000,
During the year these societies handled ghee worth a lakh of rupees and made a
profit of about Rs. 18,500. Proposals for grading and testing the quality are on foot
and if this materialises, United Provinces may have the credit of solving the problem
of the supply of pure and unadulterated ghee, so essential to the Indian household.
The United Provinces Government deserves our best thanks for their generous help
in this respect to enable the agriculturists to add to their income and to improve their
lot in more ways than one. Another gratifying part of your activity in the field of
co-operation is the Women’s Societies for thrift and better living. The scope for
work among women is immense and if one succeeds in enlisting the sympathies of
women in co-operation one can be sure of winning the hearts of men. For who is
there in this hall or outside who would maintain that women are not able to per-
suade men?

It is recognised in this province as in others that credit alone does not go a long
way to get men to prosperity. A man who is a better producer can alone benefit by
credit. It is admitted on all hands that in India, men in villages are fate-ridden.
They are accustomed to attribute both prosperity and adversity to fate and are un-
willing to believe that they are or can be the architect of their own fortune. One
cannot find fault with this. The climatic conditions in India are to a certain extent
responsible for this. When in spite of best efforts a man fails, he naturaly inclines
towards fatalism and mental inertia sets in. The work of co-operation lies in pul-
ling out men from this lethargy and to induce the conviction that given the will, the
way to prosperity is sure and certain. If co-operation is to take root in our soil we



172 Tue InpiaAN Co-OPERATIVE REVIEW

must first create the urge of leading a better life and to have a wider outlook on life.
You are not unconscious of this fact and I find from the report of your Union that
you have nearly 55 Better Living Socicties and that your efforts at encouraging
public health and hygiene have been crowned with success so much so that the death
rate in at least one district is reduced from 22 to 12. Consolidation of holdings is
also receiving due attention and I am sure you will succeed in this in spite of initial
difficulties. Amongst the non-credil activities the organisation of an insurance
society needs a mention. With insurance scheme, a Provident Fund Scheme which
is another form of insurance is being tried and report has it that this latter form is
getting more popular.

While progress so far achieved may give ground for satisfaction it cannot be
denied that much ground still remains uncovered. With so large a province as the
United Provinces covering an area of a lakh and six thousand square miles, with 435
towns and a lakh and four thousand villages and a population of about 48 millions
and a density of population estimated at 426 per square mile, it cannot be denied that
there is vast area still beyond the pale of co-operation. This leads me on to think of
what comes in the way of rapid progress. A friend of mine who used to call me co-
operative-mad said that Indian soil was not a congenial soil for any corporate action.
I used to retort by saying that a joint Hindu family was a co-operative society with
community of interest, common enjoyment and unlimited liability at least so far as
the father is concerned. Our experience of working during the last 25 years, and
specially after the effect of economic depression which is persisting since the last
eight or nine years, shows that this unlimited liability principle which is our guide
in forming credit societies in villages is unsuited to Indian conditions and that the
same should be replaced by some other principle. The object of having a society
formed on that basis is that every member would exercise a check and supervision
over every other member before maney is advanced and that the society as an orga-
nisation would under no circumstances suffer by any imprudent advance. In actual
practice however a member seldom acts as a check on another and the members
help each other in getting advances and the society becomes a combination of indivi-
duals for getting loans on easy terms. When the question of enforcing this liability
arise.s, the inequity of setting out a man for another man’s debt becomes apparent
and all sorts of arguments and methods are used to avoid the calamity, Experts on
co-operation tell us that we should always have as many good and solvent men
as possible in the village as members. Last year advice was given to you that you
should do your utmost to get into your credit societies those who are free from debt
and. that one at least of this stamp should be on the Managing Committee of the
socxfety. You must have tried to do so in organising your new societies on this
ad.v1f:e. I do not know with what result. Experience in my province tells me that
thlS‘ is very difficult if not impossible. Let us put the question to ourselves. If we are
residing in a village would we stake our estate for the sake of another? If not, what
is the justification of asking others to do what we would not do ourselves. The’re are

several other ways by which we can protect the society

advances. Let us try them and see how we get on. We might for instance lay down

that in the event of liquidation the liability of one member for the debts of the
society would be limited by the amount that the member owes to the society. In
other words the member would have to pay his own debt and pay as much again
towards the satisfaction of the debts of the society and if a member is not indebted
to the society to pay to the society a sum of Rs, 100 or s0. If we do this we shall
be able to get many good persons to join the society. I am drawing your attention
to this at this time as many provinces are overhauling the Co-operative Societies

from the effect of imprudent
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Act (11 of 1912) and suitable provisions should be made in the new Act to enable
this being done.

Another thing that strikes me in this connection is, are we right in forming
what we call “Credit Societies”? What is a Credit Society? You may say it is a society
where men can get money. But that is hardly the purpose. We want money not for
money’s sake but for doing something which we cannot do without money. Money
is after all a means to an end and similarly credit is also a means to an end. We give
money on credit to our villagers so that they may carry on their avocations better.
Inr other words we make arangements for agriculturists to get money to enable them
to carry on their cultivation better. Our societies then are really societies of agricul-
turists and then why not call them so. Please do not think I am wasting your time
only over words. My object in changing the name is to emphasise the purpose of
the society and through it the purpose of the loan. I can illustrate my point by
taking the example of a non-credit society. Take the example of “a Housing
Society” for instance, you then know at once that the primary object of the society
is to provide members money to build houses. Your loans for advance would then

guided to secure the primary object and you won't allow the society to deviate
from the main purpose. Similarly if you have an agricultural society you will every
year see if what is advanced is for agriculture and that it is advanced to an agricul-
turist i.e. to a cultivator who needed money for cultivation. Finance under such
conditions is at once clear, easy at first sight to judge if it is prudent, sure in the end
because of its limited character and easy of detection if it is misapplied. This would
serve another very important purpose. We would then be in a position to deter-
mine who are good agriculturists and who are not. We are told that co-operation is
more than an economic movement. It touches things of the spirit and a co-operative
society must therefore only be of men of character, men determined to be more
credit-worthy by self-help and to be of use to others on the principle of mutual aid.
But there is no thermometer yet discovered by which to measure or test this spirit.
The only way by which it is apparent to others is the outward action of man, 'This
continuous outwards action we call conduct. This is what Goldsmith means by the
phrase “Handsome is that handsome does”. If we have “Agricultural Societies”,
our aim would be to collect together good agriculturists, that is to say, people who
are industrious, who labour in their fields and make Nature yield them their due
reward. Dealings with such men would be reflected in their better farming and we
would not have to contend with the double difficulty of recovering money from a
person who has borrowed and who has learnt the tricks of trade to avoid payment.

What led me thinking as above was a sirange experience 1 got one day in 1929
or 1930. I was seated in my bungalow at Amraoti discussing seriously.with my
friends problems besetting our societies. Cotton prices were just beginning to go
down. Recoveries from societies were on a downward curve. A man stepped.in
and asked me if I would care to purchase a cart-load of fodder that he was carrying
to sell. After the bargain was struck I asked him the village he was coming from.

He gave me the name and I then asked if there was a credit society in his village.

He answered in the affirmative. I then asked him if he was a membex: ofthe
societ'y. He said he was not and on my asking him why he was not, he re'phed thh
a jerk that he was not insolvent to join a society. I could not help laughing at this

- compliment though as President of an Institute I naturaly felt dejected. I tried to

undersand from him as to why he thought a society was a society of insolvents, and
in his own language he explained that he regarded a person an insolvent if he could
not rely on himself, would not live within his means and only ran to an association

where money was cheap. The picture may be overdrawn but { feit the colours were
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not wrong and whenever thereafter I got chances to visit a society I looked at its
affairs from this angle and to my great surprise I found good agriculturists not in the
society. The palm of good farming even in cases of petty holders was in the hand of
persons who were not in the society. When there is a community of purpose,
people club togcther and discuss the purpose and the means to achieve it but when
they have not a purpose in common they do not meet and never think of how to
meet the common need with the least expense possible. Our members do not club
together for 2 common purpose beeause they have no purpose save that of getting a
loan. There are excepticns to this in my province. Perhaps they are more in
yours. But exceptions prove the rule and it is the rule that I want altered. The
advice of the Reserve Bank to start societies hereafter on the multipurpose pattern
is an advice more or less in the same strain. I would end this topic with what an
expert from your own province has said, Mr. Mayadas, Joint Director of Agricul-
ture, U.P., in an article he contributed to The Indian Co-operative Review :—

“Thus, for the Co-operative Movement in India to be a success its efforts must
not be confined to doling out loans. Of far greater practical value is the organising
of villages into active co-operative societies for the express purpose of consolidation
of holdings, better agriculture, improvement of live stock, organised marketing
and better living generally.”

As said above I am not fighting for a name. I am out for a purpose. You
may say I am an idealist when I say that if we have ‘ Agricultural Societies’ I shall
limit finances only to men who show that they maintain their lands in good order,
who work 5 hours a day at least in their lands and who regard agriculture as their
profession and the field their office. To such people I should strive to get money
at 4 or 5 per cent if not at the bank rate. Such men are the mainstay of the nation.
I would not care for others, for even the omnipotent God helps those who help
themselves. The irony of fate in India is that: that is plethora of money at one
end. Interest rates on deposits are as low as 2 pc. and 1% p.c. and yet the
greatest industry in the nation, viz, agriculture, is starving for want of money.
What channels can be established so that this money locked up at one end can
flow to the other end? It is admitted on all hands that “ Co-operation” is the
only sure method. But even “ Co-operation” does not feel confident enough to
give out loans at bank rates. In my province the rate which is charged to a mem-
ber of society is near about 9 and even less in some cases. In your province I
heard the rate was in the neighhourhood of 12 to 15 in the majority of societies.
I do not know if agriculture is so profitable in U.P. as to bear this heavy burden.
I am afraid it is not and the higher the rate a man agrees to take your money
upon, the greater are the chances of his not paying you back. If then as I say
we regard our societies as ‘ Agricultural Societies’ intent on carrying on agricul-
ture in the best manner possible for them, we should have no difficulty in restric-
ting finance for agriculture only to the needs of cultivation. With a little effort
and with proper safeguards in the way of a charge on the crop we shall be able
to help the bulk of the villagers at a cheap rate of interest not exceeding 6 p.c. and if
we succed in doing this we as co-operators would be earning the blessings of the
countryside. With Debt Legislation rampant all round even good cultivators are
ﬁndif\g it difficult to get cash on reasonable terms. Debt Legislation has in my
province resulted in a curtailment of eredit and I think it would be so in your

province also. If you therefore catch time by forelock, you would be doing a
great service to your people.

Before I conclude I should like to touch one or two topics of general impor-
tance. As provincial conferences of this kind are meant for a free exchange of

XXII Unitep ProviNceEs Co-OPERATIVE CONFﬁENCE, Bunor 175

ideas and thoughts. I should like to understand if the “ Central Banks” system of
finding finance for village societies is the correct method. Your province is now
thinking of an apex bank and it is time you made up your mind one way or the
other. If I mistake not, central banks came into existence in 1914, with a resolu-
tion from the Government of India on the subject. Foreign Experts on co-opera-
tion when they were called to India by the Central Banking Enquiry Committee
remarked the system was largely responsible for overdues. They thought the sense
of responsibility of paying the debts borrowed on due date is not generated in the
minds of the members of the society as they do not raise the money themselves
for their requirements. They get money ready made for them and as the creditor
is not on the spot or near about to see how things are shaping members can and
do delay payments. They therefore advised that primary societies should be asked
to find money needed by local deposits. The question is not easy to answer,
especially as we are not writing on a clean slate. But there can be no doubt that
there is a lot of force in the arguments advanced. I do not know if a question like
this can be thrashed out in the conference, so that an experiment can be made
during the course of the year at a suitable place in the province. I am advocating
this for consideration as it would increase the chances of a society to get money at
a cheaper rate by avoiding an intermediary like a central bank.

A matter of vital importance in the working of primary credit societies is the
audit of these societies, which term is defined by Section 17 of the Act to include
an examination of over-dues, if any, and a valuation of the assets and liabilities
of the society. The Section is imperative that the audit shall be once at least in
every year. But I find that in the province as many as 1400 societies remained
unaudited in the year 1937-38 and the audit of a number of central banks was
made over to registered accountants, If Government is unable to meet its statu-
tory obligation, should we be surprised if villagers do not respect their obligations?
I do not doubt that this state of affairs would not be allowed to be continued
longer and that the Department and your Union would devise ways and means to
remedy this vital defect. But my point in raising this question is not to hold
CGovernment to its statutory obligation. It is to improve the working of the
societies in general and the assessment of liabilities in particular. Audit as said
above is to comprise examination of overdues and a valuation of assets and liabili-
ties of the society. The former may perhaps be said to be done though according
to my understanding of the plain wording of the section the examination 1s not
to stop with merely noting that overdues are correctly shown. It is to
proceed further and to stay if overdues are inevitable in the light of the circum-
stances of the year. The latter viz, the valuation of assets and liabilities in the
case of a primary society means the capacity, ability and the solvency of the in-
debted member or his sureties to pay the debt. In making advances we are asked
to bear the paying capacity of the borrower in mind. ‘The same test.r.nust with
greater force apply when the asset of the society, viz.,, the financial ability of the
borrower to pay the debt is being audited. If this asset deteriorates on any account,
a'fxational distribution of loss on all the members must be made and each member
must be made aware of the impending danger so that he may exercise. v%gilence
and may force the indebted member to pay up or be sold ou‘f. This is 'very
important from the point of view of the safety and financial stabi}lty of t?\e society.
Every member would then every year know how he stands in relation to the
society and what burden he has to bear for the default of other members. A clear
picture of the society would then be unveiled and it will all be to the good of the
society, the bank to which it is affiliated and to the movement in general. Thig
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is not difficult to be done and would not take a long time. The auditor meets the
society at audit time and with his knowledge of the locality and the members h
would at once be able to estimate whether a loss is going to be caused to the
society. A stitch in time—as the proverb goes—would save nine. I do not thinli
a valuation of assets and liabilities is attempted in any province. But if it wer
done as the law wants it to be done, we shall save the movement from a grea:
loss in the long run.

In U. P. I find you are a happy family of officials and non-officials working
together for the betterment of the movement. We are also happy in this respect
in our province and questions of control do not worry us as they do not seem to
be worrying you. Your Union has the supervision and direction of the movement
in its hands. It has a record of steady progress behind it and my request to my
non-official fellow workers in the cause is to do nothing so as to impair its influence
or its usefulness. The constitution of the Union provides for a majority of non-
official members to manage its affairs under the presidentship of the Registrar.
But it is not unnatural for the official world to think that it is they who do the
major portion of the field work and they must have the leading strings in their
hands. My humble appeal to them is to suppress such thoughts and realise the
value of the work of non-officials, They have to work for their own profession
and it is the labour of love that prompts them to go to the assistance of their
country~-men. There can be no denying that their words appeal to the people
more. They carry the confidence of the public to a greater degree than the
officers of the Government. In deciding policies and occasionally in determinin
what line to take in execution of policies fixed, their advice and support are indi N
pensible. There is already a dearth of public spirited men in our land As the::-
is nothing spectacular in our movement we are not able to draw young;!r blood i:
the movement in sufficient quantity. Co-operative movement is essentially a
movement of the people and if the movement is to spread rapidly, workers fromyth
peop‘le must come forth in larger numbers than at present as it would not bz
possible for Government to foot the bill for an ever-expanding movement. C
ope'ration offers training in foresight and organisation and this is lackin i tﬁ-
majority of our villages and towns. The official should bear with the 1'1011g ;ﬁn i,
should afford them the largest latitude in the management of affairs of bax-xl(:s 3:1:1118’

sistent with efficiency and safety, and should encourage them to control and guide
i

for it is only in this way an arm: i
y of non-official workers would b i
future. If on the contrary the " o o or the

official world is tempte i
box}d of love and affection which holds all workerspto(;eg)leglcvt::\eﬂ; n;)ie o::):rhtge
g r::ﬁzvnell(:fkngc;wg 'fll'xlat tgere a:‘g no sanctions in the co-operative world sav: ih;
odwill and sacrifice and yet the v i i
gressing. As I look round I am more c};nﬁdentn;(f) tilr:e?\:tuliespr\?hd:lgt}?nd oole
of the present majority party in the country begin to think m te 3 pe'ople
rura.l reconstruction, they will realise that ag co-operation is ﬂlegI:atr il o
dealing with debt, it is also the best means for reconditioning th % ‘llmealns for
the officials and non-officials gathered together here have one a'g i view e e
together, to think together and to know each other’s mind. o i view, to move

Seconp TamiL Napu Co-opeRaTIVE CONFERENCE, MAapura 177

THE SECOND TAMIL NADU CO-OPERATIVE CONFERENCE, MADURA,
JANUARY 1939.

The following are extracts from the English version of the Welcome Address
(in Tamil) of Mr. A, Ramachandran Pillai, President, Madura-Ramnad Central Co-
operative Bank:

Short Term and Long Term Loans.—The criticisms offered in the Reserve Bank
Report on the working of the co-operative movement and the remedies suggested
for removing the defects are acceptable but with certain modifications. It is also a
matter of common knowledge that the co-operative movement has only touched the
fringe of the problem, not even providing 6 per cent. of the finance required for
the purpose. The loans given already which have assumed the shape of long term
credit should be liquidated. When all the farmer’s difficulties are taken into
considration, it is no disgrace that he cannot always pay his pronote debt when it
becomes due. It is unnecessary to state the causes of debt, but we see that
debt is allied to prosperity and poverty alike, and that while its existence is
due to poverty, its volume is due to prosperity. The ordinary agriculturist in this
country will have either singly or collectively a personal eredit which will make
it commercially justifiable to lend him money for his agriculture and other require-
ments. It is obvious that a special machinery is required for the purpose. The
co-operative credit societies supply this machinery. But the problem is whether
the loans in co-operative societies can be strictly limited to culfivation expenses
including such other purposes as the maintenance of the farmer’s family or the
replacement of cattle or implements. I do not agree with the recommendations of
the Reserve Bank in this respect. The societies should not confine themselves to
one year loans only and in all deserving cases the intermediate loan requirements of
members should be catered to upto six years. One year loans must be limited to
loans required for purposes of raising crops and maintenance of the member’s
family. The hard and fast rule limiting the long term accommodation to one-fourth
of the individual’s capacity to borrow or the society’s maximum borrowing power
should bhe relaxed as the term of loan is determined by the repaying capacity of
the borrower.

Problem of . overdues.—Uneconomic holdings, the improvidence of nature, the
over financing and failure to take prompt steps in case of defaults, have all con-
tributed to the increasing overdues. The remedy lies either in the transference
of such debts io the Land Mortgage Banks or in steps being taken to eradicate
such debts by legislation. The smallness of the debt in some cases and the lack of
debts by legislation. The smallness of the debt in some cases and the lack of
proper securities for the Land Mortgage Bank to take up the liabilities in other
cases, render the problem difficult. The application of the provisions of debt con-
ciliation may probably scare away the investing public from the movement. But

" history is not without a parallel to find a solution through the Reserve Bank.

Every Co-operative Bank in whose jurisdiction these agricultural societies are
situated should launch upon the policy of voluntary surrender of some of its
assets in the primary societies by foregoing a certain percentage of principal which
ghould be written off against its Bad Debts Reserve and the Reserve Fund, and
forego its arrear and future interest on all overdue loans for a period of one year
or over to allow reasonable time for the borrowers of village societies to pay off
their dues. To compensate the Central Bank on account of the loss incurred, over
and above the Bad debts reserve and a portion of Reserve Fund thus written off,
the Government should provide funds in certain proportions to enable' the Central

S 23‘ . .
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Bank to recoup its resources within a reasonable ti i H

the Reserve Bank may place at the disposal o;) tehctzmétve'f:mr::: tathf;s ilontmgency
of interest till such time as the Co-~operative Central Banks wili b le o e
their dues from out of their profits. The stipulation may reasonable 1 ) tOd e
the borrowing Central Banks shall pay off their dues from out of)jd'le.-‘iarma gtthat
;0 per cent. What is the obligation of the Reserve Bank to place fundls?r(f) : az
interest in the hands of the Government? The ecntire profit made by the R:e o
Bank is derived from the resources and support of the State. It is there‘;rve
necessary that the tax payer should be benefited to the fullest possible extor:
from the profits so derived. Even otherwise the share of the Government in ei?
later profits can reasonably be set apart in advance for the relief of rural inde\otedf
ness. It can be said with some emphasis that there may not be many Central Banks
in our Presidency which expect any loss on account of the conciliation thus effected

Controlled Credit—The problem cannot however be solved by wiping off or
reducing previous debts. Suitable and effective measures are necessary to pre-
vent a relapse. Left to himself, the agriculturist will soon get heavily into debt
again. So after eradiction of the overdue debts in co-operative societies, the
Central Banks should follow a cautious policy to prevent over-financing andy un-
punctuality, confining themselves primarily to short term credit. Short term credit
is required for the expenses of production including the cost of maintenance of
the farmer and his family until the crcps are sold out, for the marketing of pro-
duce and for holding up crops while in transit or awaiting sale. But credit given to
members of agricultural credit societies should be controlled at every stage. A
loan sanctioned should be disbursed in instalments as the need of members fm: the
purpose for which the loan is granted arises and the loan given should be re-
covered out of the income obtained by the use of the loan. If a loan for cultivation
expenses is sanctioned it should be disbursed in instalments as the cultivation pro-

cess progresses and the member should execute an agreement to s
ell th
through the sale society. © produce

The financing commences with ploughing and the only document which could
be obtained would be a lien on crops. But to protect against the dishonesty of
the borrower the provision at present enunciated in sections 21 and 23 of the Act
is not sufficient and a further penal provision is necessary, if he disposes of the
produce without paying co-operative dues. Further, the farmer should not be
considered a merchant or trader seeking protection under any law of bankruptey.
As co-operation is not philanthropy but business, the investments of the Centrai
Banks should be assured and these provisions are a necessary corrective for the
irresponsible bhorrowers whom the movement cannot detect at sight.

Sale Socicties and Central Banks.—But in financing the sale societies the Central
Bank’s risk and responsibilities are not commensurate with the return either in th
form of service rendered for the cause of co-operation and agriculture or b .
of profits earned in the transaction. It is a matter of common knowledge thaty w:lli
ryots seldom get the benefit, but greater care is necessary to see that ever b:;n fit
accrues to the producer only, by eliminating unnecessary middlemen Tﬁ; 1?
of the Central Bank controlling the stock in sale societies causes g res‘triction pt0 1'cty
business, and the independence of sale societies in this direction reduces th e
curity for the investments of the Central Bank. In the interest of the develo ment
of transactions in sale societies the appointment of ware-house officers at thz“::n:
of the Government independent of either body is therefore necessary. Th ;
ordination of the activities of the loan and sale societies for the deveiopmeitcz;
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future market for agricultural produce will be a distant ambition as long as the
present system of haphazard control over the stock by the Central Bank is con-
tinued. Besides, the development of business through the establishment of ware-
house is the first step for the floating of agricultural bills and rediscounting busi-
ness, necessary for the establishment of a bill market in India, which may help the
regulation and expansion of the currency to keep pace with the agricultural re-
quirements of the country.

The working of sale societies is after the model of the godown society, where
produce is held over till better prices are available by giving facilities for storing
and enabling the owner to get advances on the produce so stored till it is sold.
Generally the societies confine themselves to loan work, undertaking no sale work
at all and permitting release of produce on repayment of the advances made. This
kind of business is very unsuitable for small agriculturists who have only small
quantities to sell; and in many cases the cost of storage may come to more than the
possible higher ultimate price. It is therefore necessary that sale societies shall not be
given the option of releasing the produce and all produce brought to the society
should be sold through the society itself.

The Tamil Nadu Co-operative Federation.—The most suitable agency for train-
ing village guides for rural service is obviously the Tamil Nadu Co-operative
Federation. About five hundred co-operative societies in the Coimbatore District
are regularly subscribing to the Kooturavu Journal which is the fortnightly
Tamil organ of the Tamil Nadu Co-operative Federation. I commend this example
to all the co-operative societies and unions in the Tamil Districts. The Tamil Nadu
Federation should be stabilised in all directions and enabled to impart co-operative
education both to those who are inside the movement and to those who are likely
to join it. Our thanks are due to Sri. T. A. Ramalingam Chettiar, M.L.C., for his
kindness in having agreed to hold this the Second Tamil Nadu Co-operative Con-
ference at Madura now.

I wish to say a word about the future of the Madras Provincial Co-operative
Union. Many local supervising unions in the Tamil Districts find it difficult to
subscribe both to the Provincial Union and the Tamil Nadu Co-operative Federa-
tion. As our object is to stabilise our linguistic Federation the Provincial Union
is just like the fifth wheel of a coach. It is for the delegates of the conference to
decide whether representation of the supervising urions is necessary in both the
institutions and whether or not the co-operative organisations in the Tamil Dis-
tricts should confine their representation to the Tamil Nadu Co-operative Federa-
tion alone so that our Tamil Federation may have not only financial stability but be
of vital help towards spreading the message of co-operation all over the Tamil Nadu.

The following is a summary of the Presidential Address of Sri. P. S. Kumara-
swamy Raja, M.L.A., which he delivered in Tamil:—

The world-wide economic depression has affected the co-operative movement
in India to some extent. But this does not sufficiently explain the changes that have
taken place in the movement during the last decade. The defects in agriculture, in-
dustry, education and social life should be carefully analysed. Therefore it will
not do to tackle merely the defects of the co-operative movement. For example, if
a man is ugly, the mirror reflects the ugliness. Similarly, the economic depression
has served the purpose of revealing our defects. Our attempt to remove only the
defects of the co-operative movement would tantamount to removing the dust
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in the mirror. Thus, the need of the hour is to renovate our social life as a whole.
It is in this light that I propose to survey the co-operative movement here.

To begin with, the members of the primary co-operative societies are innocent
of the elementary principles of co-operation, The Union authorities and the offi-
cials of the Co-operative Department are not as efficient as they ought to be. The
audit fees are excessive. One can thus go on enumerating these defects. No
doubt, these defects should be removed; but they should not be magnified to the
extent of ignoring the fundamental defects.

The first need is to strengthen the primary societies. The Reserve Bank
authorities are in favour of starting multi-purpose societies. Opinions are divided
on this subject. There is a similar difference of opinion with regard to limited and
unlimited liability with reference to village societies. Much can be said in defence
of these view-points, but the main thing is that a village society can be successfully
worked only through the honesty of the members and the efficiency of the
Panchayatdars. The proposal to appoint trained and paid men for conducting these
institutions is worth a trial. The controlled credit system will be helpful for the
much wanted co-ordination between the sale societies and the credit societies.

Some co-operators advocate elimination of the Supervising Unions and favour
the system of the co-operative Central Banks having direct transactions with the
primary societies. But the time has not come to resolve that all the Central Banks
should be converted into branches of the Provincial Bank nor that Central Banks
should be bifurcated into small Banking Unions. The existence of these organisa-
tions is due to their suitability to local conditions. For giving credit and marketing
facilities small Banking Unions are suitable. Tt is to be hoped that the coming Com-
mittee on Co-operation would carefully investigate this problem and suggest suita-
ble remedies. Their recommendations may remove the defects in the movement,
but it is rash to think that those recommendations will be helpful in removing the
fundamental defects in the social and economic life of our people,

It has now become a trite saying that the cultivator in India is born in debt
lives in debt and dies in debt. The Madras Agriculturists Debt Relief Act ha;
done some good to the agriculturists. It has been said that this is the first step in
agrarian reform. It is to be hoped that the other measures would pass through the
Legislatures, before long. The reform of the Land Revenue system and the imple-
menting of the recommendations of the Estates Land Act Committee will be quite
welcome to the agriculturists concerned. The fragmentation of holdings and similar
defects militate against any profitable system of agriculture. All the same, it is
necessary to give all facilities for the co-operative supply of agricultural require-
ments. Irrigation facilities and facilities for agricultural supply and marketing
should be improved in our country on the lines of the Credit Agricole of Egypt. ’

Along with industrial planning, the Madras Government ig promoting measures
of social reform through legislation. Women’s education also should be promoted
We want an army of self-sacrificing workers to work in this field of socia} reform, .

To put the whole thing in a nutshell, a comprehensive scheme of village reo

construction should be introduced throughout the Madras Presidency. It is ex~
pected that the Government would launch such a scheme at an early date. Such

a scheme is sure to promote’ the co-operative movement. The Tamil Nadu Co-

operative Federation is destined to play a very important part in working towards

village reconstruction, with the help of more money and a large member of train-

ed workers.
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Resolutions passed at the Conference

1. It is resolved that the Tamil Nadu Co-operative Federation should be a
self-contained organisation having as its members all the Central Banks, Unions,
Urban Banks, Sale Societies, Stores and Land Mortgage Banks in the Tamil Dis~
tricts. Intensive propaganda and extention work should be carried on by the
Federation. The Madras Provincial Co-operative Union should only be a Federa-~
tion of Federations. It is enough if the Provincial Union were to conduct the
English journal, to mobilise public opinion in matters pertaining to the Province
and to convene the provincial conference whenever necessary. All other activi-
ties can be carried on by the Language Federation. It is requested that the neces-
sary miodifications be made in the structure of the Provincial Union and of the
Language Federations.

2 This conference resolves that unlimited liability should be maintained in
village societies, in order to ensure the confidence of the public in Central Banks.

3. This conference is strongly of opinion that Supervising Unions should not
be abolished as they are generally functioning well in the Tamil Districts, that
each District should have a Central Bank and that the system of associating Union
representatives with the Central Banks is conducive to the progress of the Central

Banks in Tamil Nadu.

4, This conference is of opinion that Government Audit is necessary for the
co-operative movement, but suitable men should be appointed with reference to
the nature and work of the institution and the audit ml'lst be concurrent. Not ex-
ceeding forty societies may be allotted to each Auditor. Tl.xe Pres.ent. scale of
audit fees is too high. It is owing to this reason that co-operative mstltu?mns want
outside audit. The audit work must be separated from .the other dutles.of the
department and kept under the direct control of the Reg.lstrar.. By so doing t}fe
relieved of the several objections raised with regard to this
it facilitates the Deputy Registrar to devote more attention to
movement. As regards special types of societies, they
the first five years and even after that they must be

department can be
question. Besides,
the other aspects of the
should be audited free for

‘charged only a small sum as audit fees.

basis, the controlled credit system should be tried in

n an erimental . :
5, On an exp —ordinate all the activities by means of a single

gelect areas with & view to co
organisation.

*(6) (a) This conference resolves that all the activities of the Sale Societies and
Stores should be co-ordinated by a single agency with a view to control the market
and requestsb Government to render necessary help.

(b) This conference requests . Government to permit some Marlr:eting
Officers and Agricultural Demonstrators to work under the direction of the Registrar
of Co-operative Societies. .

- (c) This conference requests Government to purchase, at ?'easonable rates,
the requirements of Jails and Government Hospitals from the existing Co-operative
Marketing Societies.

(d) This conference requests the Madras Government t.md the Govern-
ment of India to improve the Minor ports in order to develop facilities of marketing

for the agricultural produce of the Tamil districts.
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(e) Vast quantities of paddy and rice are being imported from Burma,
Indo-China and other places. This conference requests Government to reduce the
Railway frieghts with a view to cope with the competing prices of foreign produce.

7. As Kooturavu, the Tamil fortnightly organ of the Tamil Nadu Co-operative
Federation, is useful for the development of the co-operative movement, this con-~
ference desires that all co-operative institutions should subscribe to this journal
and enable the Central Banks to remit the annual subscription from out of the
dividends of societies.

8. In view of famine in many parts of Tamil Nadu, this conference requests
Government to suspend collection of land revenue and loans, to help the ryots by
remission of land revenue wherever necessary, to quickly start famine relief works
in areas of acute distress, and to arrange for fodder supply. This conference also
requests Co-operative Societies and Central Banks to issue timely loans, to grant
extension of time in deserving cases and to render all other possible help.

9. The Department’s circular has specified 75 per cent. of an individual’s bor-
rowing capacity for short term loans and 25 per cent for long term loans as the
maximum. As this has caused hardship to societies, this conference is of opinion
that the maximum of long term loans should be fixed as 65 per cent.

10. This conference requests that Zamin Inam lands should be compulsorily
surveyed, that one half of the cost should be borne by the Zamin Inamdar and the
other half should be collected in three annual instalments; and that Land Mortgage
Banks should be started in all Taluks.

11. This conference requests the Registrar to see that only one fee should be
levied for granting encumbrance certificates, irrespective of the number of proper-
ties of the applicant.

12. This conference is of opinion that provision should be made for the inclu-
sion of Agriculture and Co-operation as subjects for study in the curriculum of
studies in the S.8.1.C., and Teachers’ Training courses.

13. This conference requests the Registrar to enable the appointment of group
clerks for primary societies and out of the net profits a portion may be given to
Panchayatdars as honorarium, according to by-laws and the approval of the
Panchayatdars.

14. As the variations in weights and measures in different localities lead to
malpractices in produce markets, this conference requests Government to enforce
uniform weights and measures throughout the country and to introduce measures
to prevent any misuse of these weights and measures.

15. This conference is of opinion that the scale of pay, travelling allowance and
increment of the Supervisors should be made uniform throughout Tamil Nadu,

THE NINTH ANDHRA CO-OPERATIVE CONFERENCE, TAPESWARAM
(EAST GODAVARI DT. MADRAS PRESIDENCY), 19-3-1939.

The following is the English version of the Telugu speech delivered by Dr. P.
Gurumurti, Chairman, Reception Committee.

We extend our hearty welcome to all of you. We are grateful to you for at-
tending this conference held in a village. Our country is a net work of villages,
Our problems are mainly rural. Despite our best efforts it is not possible to pro-
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vide you with the necessary comforis in the villages. We request you to forgive
us for our shortcomings.

This year the Andhra country has passed through untold troubles. Famines,
floods and cyclones ravaged our country and aggravated the misery of the ryot.

Let us for a while review the world situation. It is striking terror into the
hearts of one and all. War clouds are threatening in the political horizon every
minute. Several countries fell a prey to lawless dictators. These are the wor-
shippers of Mammon and the creatures of the capitalists. The world is seething
with unrest. Every new discovery is perverted to enslave man, to encroach upon
the liberties of the people. Love of money and self has become the motive force
for all our actions. Philosophers of the World are in despair and ask if the golden
Kruthayuga of the olden times would ever come back.

The fundamental principle underlying the co-operative movement is aptly ex-
pressed in the few words, “Each For All and All For Each”. These words transport
us into the realms of love and service. To serve man is to worship God. Co-opera-
tion is not merely an instrument intended to fashion the financial problems of
man, but it is a universal religion based on the tenets of love, service and sacrifice
which cement the brotherhood of men.

Government and Co-operation.—In India the co-operative movement was
started by the Government. It is worked only as a policy and not as a movement.
It is only a tool in the hands of the Government. It would be madness to think
that the movement would prosper under the protection of the Government. The
speech delivered by the Hon’ble Mr. C. Rajagopalachariar at the Conference of the
Land Mortgage Banks held recently at Madras confirms my contention. The Gov-
ernment of the Province is still under the influence of the capitalists. As it is,
the Government is guided in the field of co-operation by the advice of the authori-
ties of the Reserve Bank. We can rest assured that the Government would follow
the same path even in the future. It would not be an exaggeration to state that
the movement would still be fettered, and that it would be in the hands of the
bureaucrats.

The Madras Co-operative Enquiry Committee.—The Government of Madras has
constituted a Committee to inquire into the working of the Co-operative Movement
ir. the Presidency. We cannot say how far the Government would implement the
1ecommendations of the Committee. The composition of the Committee on Co-
operation strengthens our suspicions. The Editor of the Madras Journal of Co-
operation observed: “We are constrained to observe that the Committee as a whole,
consisting of as many as twenty persons, is too large and that some of the members
appear to possess no experience of co-operation worth mentioning.” The President
of the Committee Sir T. Vijayaraghavachariar “has not had any special experience
of the movement” as stated by the Editor. He is a retired Government servant
living in North India. I wish to know whether the co-operators should be glad
of having a bureaucratic industrialist as the President of the Committee on Co-
operation. Experts in trade, agriculture and banking do not find a place on the
Committee and it is said that they would be co-opted whenever required. I am
afraid this is not a satisfactory arrangement. The place on the committee given to
Mr. B. S. Murthi, M.L.A., Parliamentary Secretary to the Minister for Co-opera-
tion, is unenviable. I am surprised at the strange procedure followed by the Gov-

. ernment in first issuing the Questionnaire and then constituting the Committee,

and thus restricting the scope of enquiry. Under these circumstances, I ask if it
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is not wasting public funds to incur expenditure on this Committee. I do not
know whether the recommendations of such a committee would be of any value for
the movement. I do not know why the Government should have gone all the way
to Delhi when a gentleman of the eminence and culture of Dr. Pattabhi Seetha-

ramayya, who is a specialist in Co-~operation, is available nearer home for the Presi-
dentship of the Committee.

The Committee on Co-operation constituted by the Government of Madras is
a Committee of representatives of communities rather than of the representatives
of Co-operators. By this strange composition the Government have given the go-
by to the essential principles of co-operation. The Government have not realised
that race, religion and nationality have no place in co-operation.

One-sided activily so far—Till now we have been content mainly with the
credit side of the movement. We have made no aitempt to build up the life of
man in the varied phases of his life on the solid rock of co-operation. Our goal
should be to make the movement permeate into every phase of life and check all
official instrusion and patronage in course of time. I am strongly of the opinion
that the cancellation of the registration of all good societies which are no longer
in need of the patronage, the concessions and the guidance of the Government
should be brought about. Such societies should be registered under the Com-
panies Act.

If we want to reach our goal and free the movement from the official control
we must take up the work of village reconstruction in right earnest. We must
strive to reorganise the villages and make them self-sufficient. We must drive out
disease and dirt from the village. We must bring home to the villagers the main
hygienic rules relating to health and preventive medicine. By organising the vil-
lage games and plays we must rouse the enthusiasm of the villagers. The villagers
should be made to realise the importance of the boycott of foreign goods. ‘The
need for taking up intensive agriculture on modern scientific lines should be im-
pressed on them. An earnest attempt should be made to consolidate the small
holdings scattered over different plots in villages. It is highly necessary to revolu-
tionise the mental attitude of the villager. The fatalistic outlook of the villagers
must be exercised. They should be infused with the faith in themselves and in
their future. This in short is the work of the co-operators—their primary and preli-
minary work. By-laws should be framed with a view to carry out the above aims.

Village Societies.—Every village in the Andhradesa should be brought within
the orbit of the co-operative movement. We must not aim at having a society for
each village. In the face of the financial depression and the reduction of interest
it will not be possible to start a society for each village. I plead for the amalga-
mation of the smaller societies into larger ones, and for the starting of a society for
a group of villages within an area of five miles.

I am opinion that there should be only one society in each village to look after
all the needs of the villagers. The energy, ability and leadership that is available
should not be dissipated in different organisations. The experience of Co-opera-
tors in Ireland, Germany, Austria, Belgium, Spain and Japan leads us to the same
path.

Villagers in India require 50 crores of rupees to meet their agricultural ex-
penses. Only a sum of Rs. 2 crores is distributed through the co-operative socie=
ties. There is enough of money in the country available at a cheap rate of in-

terest. The co-operators should think over this matter deeply and try to give relief

to the agriculturists in a larger measure than they have been doing at present.
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I am of firm opinion that unlimited liability should be replaced by limited
jability. When the co-operative act was on the anvil in 1903, the late Mr. G. K.
Jokhale protested against the inclusion of the unlimited liability clause in the act.
Mr. Gokhale was of the opinion that it was opposed to the traditions of the country,
and that it would not be possible for the villagers to understand the full implica-
tions of unlimited liability. Time has justified the fears of Mr. Gokhale. To escape
from the clutches of the unlimited liability many have given up their membership
»f the societies. To achieve the same object many have transferred their property
to others. Under the assurance of unlimited liability loans were disbursed without
due consideration of the financial position of the society or of the member that
applied for the loan. Earnest and solvent workers who may not be in need of loans
and who want to serve the movement are scared away by the unlimited liability
clause. Are not the urban banks with limited liability working satisfactorily ?
Unlimited liability checks the progress of the movement as it hangs like a Democles’
sword over the heads of the Panchayatdars of such societies. In France and Japan
the majority of the societies are based upon limited liability system. Under the
circumstances we must carry on an unremitting agitation for the deletion of this
clause.

The condition of the Supervising unions is not satisfactory. They are drag-
ging on a dreary existence. They are not working with energy and interest. The
Central Banks are viewing them with a suspicious eye. It is advisable to abolish
the unions altogether.

Central Banks.—The question whether there should be one Central Bank or
more for each Revenue District was discussed threadbare. After prolonged dis-
cussions we came to an understanding. The question was brought to the fore-
front again by the propaganda of the Reserve Bank. I can firmly assert with my
experience in the movement for the last 20 years that a number of small Central
Banks in a district is preferable to one district Bank. Some are of the opinion that
the Central Banks serve no useful purpose as they are only playing the part of
middlemen between the rural society and the Provincial Bank. This statement is
far from true., The figures for 1936-37 show that 163 lakhs of rupees were advanced
to the rural societies by the Central Banks and that out of this amount only 9 lakhs
were borrowed from the Provincial Bank. Some are of opinion that all the District
Co-operative Central Banks should be made the branches of the Provincial Bank.
I am afraid that this suggestion would not raise sufficient enthusiasm in the local
workers and the deposit holders.

I plead for co-ordination of efforts among the Madras Provincial Co-operative
Bank, the Madras Co-operative Central Land Mortgage Bank, The South India
Co-operative Insurance Society, and other Provincial organisations with a view to
better the condition of the ryot. If a member who has borrowed from a Land
Mortgage Bank is forbidden from borrowing from any other credit Society to meet
his agricultural expenses, it would be impossible for him to cultivate the land and
repay the amount borrowed from the Land Mortgage Bank. The South India
Insurance Company should invest its funds only in the Central Land Mortgage
Bank, The Central Land Mortgage Bank should patronise the South India Insur-
ance Society only. The insistence of the Government that there should be a dif-
ference of 2% per cent between the rate of interest on the debentures floated and
the rate of interest on loans taken by members is not fair. In the matter of the
Sinking Fund the Government have blindly followed the advice of the Reserve
Bank. We are afraid that the Government would follow suit in the matter .of
‘ 24 .

o
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interest also. I request the Government to take in

to considerati iti
of the ryots also before acting upon the advice of th o0 the condition

e Reserve Bank.

Language Federations and the Provincial Co-operative Union.—Th lati
ship between the Madras Provincial Co-operative Union and the Lix.lguisf' 1’; orn
tions is a matter of great controversy. In this connection, at the last c<:-co ::l il_‘a’
conference, a resolution was passed appointing a committee. We have notp a\sa W‘:
heard of any of the proceedings of the Committee. I appeal to one and all fof ea

sympathetic consideration of the question before it reaches an acute stage

‘ Co-coperative Stores and Adulteration.—The object of the Co-operative Stores
is “thg purchase of the necessaries of life for retail distribution to members and the
carrying on in common the trade of general dealers for the benefit of the members
of the stores.” The Board of Directors elected by General Body acting on its be-
half buy wholesale and distribute the same in retail among themselves. ©

Thus “the Co-operative store do not sell to their members. They buy for their
members. Co-operators buy, distribute and consume. The members put in the neces-
sary capital with which to buy goods for themselves. The goods are bought, When
each member goes to the shop to get some of the goods, he again leaves with the
Manager an amount of money equal to the retail price. This is for the sake of
replenishing the supply. It is money with which the management is to buy more
goods.” So it is no sale but a distribution.

The “aim of the Co-operative store is not to make profits.
purpose is not increase of income but decrease of out-go.
The private merchant buys from a second party and sells to
whom he makes profit. The Co-operative store is its own ]
who unite their capital to buy more goods cheaply do not m
another.”

Their primary
They make savings.
a third party from
hird party. People
ake profit from one

The object of the merchant who adulterates foods is to make profits for him-
self, at the expense of the buyer, while the co-operative stores has eliminated
profits from their nomenclature. Thus, the motive for adulteration is absent in
stores. The money that is made in the transaction goes back to all the membe
in the shape of bonus in proportion to the purchases made by them. *

Coming to adulteration itself, I have to say that there is no method available
to an ordinary man to detect the adulteration if any, before purchasing ghee or
butier. Even the Municipalities, with their expert Health Departments are not
able to state, whether a particular sample of ghee or butter is adulterated or not
They have to send it to Guindy. Therefore it is not possible even for an honesi:
sowkar or Store to know that the ghee they are buying is adulterated or not. It
must be admitted that there are some men who deal honestly .
sowkars. And these poor men are becoming the victims of an ;.1
who sells adulterated stuff. In spite of reasonable care and ca
+ commedities it is not possible to know whether a particular st
not. In one case the Health Officer himself who was present at the time of buyi
pronounced that the ghee was good in quality. Yet the sample sent from oytmgf’
this was found to be adulterated to the extent of 25 Per cent. A number ofucu;.)
prits may escape from the clutches of law but no i i
suffer from the effects of law. Ronest and innocent man should

even among the
nscrupulous man
ution in buying the
uff is adulterated or

Prevention of adulteration does not lie in prosecution alone.
should be to see that proper food which conform to the standard
supplied to the public without adulteration. The health of th

Our main ideg
s of purity are
e people is the

oy
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main concern of the Government., And the Government should, therefore, set up
a scientific machinery in every Municipality and see that ghee and butter are
tested before they are offered for sale. Quite a lot of such activity is undertaken
in other countries, viz., Finland, Denmark, United States, France, Belgium, etc.

I, for one, would not care to obtain any concession or exemption from
Government. Foods when adulterated, affect health. Whosoever adulterates,
whether it be stores or somebody, should be punished severely. I have no doubt
on that point. But the question to be considered is whether any adulteration has
ever taken place in any co-operative stores. I must emphatically say that the
answer to the question is in the negative, and no adulteration is ever made in
any co-operative stores. It is necessary that the culprit who adulterates should
be caught and punished. The co-operative stores which innocently buys and
distributes should not be victimised.

If the co-operative stores are prosecuted, as they are done now, for alleged
adulteration of ghee, the only course, however unfortunate it may be, would be
to compel them not to purchase ghee and distribute it, hereafter, to the mem-
bers, as they certainly cannot stand the financial drain by way of fines. The
result will be that the people will be at the mercy of the ordinary sowkars to
get the supply of ghee and to that extent it will be discouraging the co-operative
movement. I do not know whether it is a desirable state of affairs. Could it
be that the people would get better stuff from sowkars rather than stores ? In
conclusion I should state that the Government should make every attempt to place
good ghee on the market and if it is then found that an adulterated ghee is sold
by people it is time then for the Government to punish people. Otherwise it will
be- mere persecution.

Agricultural Debt Relief Act.—You are aware of the Madras Agricultural Debt
Relief Act. This Act did not give any relief to the agricultural labourer and
other wage earners. No measures to provide credit facilities to the debtor are
contemplated under the Act. Some are of opinion that as a result of this
legislation the credit facilities in the villages have been affected. The Govern-
ment have to make certain amendments in the Act with a view to removing the
disabilities noticed above.

Audit.—The Maclagan Committee recommended that the Audit Unions should
be started, that the audit unions should audit the Urban and Central Banks and that
the Government should undertake the super audit. The Townsand Committee
and the Central Banking Enquiry Committee favoured the formation of a Central
Audit Union. In 1932 the Government approved these recommendations and
advised the starting of the audit unions. The then Registrar of Co-operative
Societies observed:—"“I believe that the control of the audit staff by the non-
official agency, subject to supervision and test audit by Government officers, can
be quite as efficient as the existing system.” It is strange that Mr. T. A. Rama- -
lingam Chettiar, who was a member of the Townsand Committee and who had
recommended the formation of the Audit Unions has now changed his opinion.
He explained now that only Government audit will infuse confidence among the
public. The accounts of the Madras Provincial Co-operative Bank and the Joint
Stock Banks are being audited by certified auditors. Most of our funds are in-
vested in the primary societies. These primary societies continue to be audited
by the Government. The Townsand Committee observed that there is a vast
difference between the audit of the primary societies and that of the central and
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urban banks, and that the audit of the urban and central banks was less personal
and more technical. The auditors now appointed by the Government are not well
trained men. Even the Registrar who issues the audit certificates is ill-equipped in
the audit branch. The auditors have no independence. As the audit and
administrative functions are vested in the same person the auditors cannot have
the courage to expose all the defects. As resolved at the Co-operative Conference
held last year at Madras, the Central and Urban Banks should each have the
choice of appointing an auditor from the panel of auditors selected by the Regis-
trar. If this is not acceptable to the authorities a separate audit staff working
directly under the Registrar should be organised. As in the case of the Local
Bodies it would be better if the audit staff is placed under the control of the
Accountant-General. The present system of imposing audit fees on the day's
labour is highly unworkable. Difficulties will arise in the calculation of the hours
taken day after day by the auditors. Who is to settle these disputes? Who is to

give evidence in such cases? I plead for the immediate abolition of such a system
which breeds suspicion and distrust.

Co-operative Education—The Townsand Committee recommended that the
Provincial Union only should run the Co-operative Institutes. Based on this
recommendation the Provincial Union started a few co-operative institutes to
meet the demands both of the Government and non-official institutions. As time
went on the Government changed their view and started an institution for the
training of their own men. Ignoring the facts that co-operation has got its own
ideals and ideology the Government have thrust themselves in the framing of the
courses and the fixing of the period required for the training of the non-official
employees. It creates in us a slave mentality. They will never think of instruc-
ting us in the philosophy of co-operation. We should oppose tooth and nail the
interference of the Government in the field of the co-operative education.

Sales Tax.—To meet the deficit incurred on account of the introduction of
prohibition it is our duty to pay the new taxes levied on us by the Congress
Government.  The ryot and the agricultural co-operative societies should be
exempt from the application of the sales tax. It is but just that the same article
should be taxed but once and that when it is with the producer. I request the
Government to go into the pros and cons of the question with due consideration.

Opening Address by the Hon’ble Mr. V. Ramadas Pantulu, President, The
Madras Provinelal Co-operative Bank.

I beg to convey to the organisers of this Conference my sincere thanks for
having done me the honour of inviting me to inaugurate the proceedings of thig
session. The working of the co-operative movement in this province is about to
be subjected to a thorough investigation by a Committee appointed by the Govern-
ment of Madras. Many aspects of the Movement are covered by the eiaborate
questionnaire issued by the Government before the appointment of the Committee.
I do not therefore wish to deal with matters which will soon be engaging the
attention of the Enquiry Committee. I desire to confine myself on this occasion
to an examination of the need to expand the Movement in the light of our past
experience and present day requirements.

Though sincere and prolonged efforts have been made dur the I
or four decades to develop the movement both intensive & ast three

ly and extensivel
make co-operation subserve the economic and social needs of the masses itynf::-
: s t
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e admitted even by the most enthusiastic votaries of the Movemt?nt among us that
1e movement has hardly touched a fringe of the problems which it is intended
» solve. Some of our critics attribute this result to the over-erlnp?am.s we have
itherto laid on the credit side of the movement and the multlpllcatxf)n ‘of our
redit institutions. I never, agreed with that view and 1 do_ not agree w1'th it eve.n
»-day. In an economically undeveloped country like Indl?, w.here agriculture 1.s
he predominant occupation of the people who live most%y in v111.a.ges, rural credlt
ught to, and has rightly occupied an important place in org.amsmg the .agncul-
urists on a co-operative basis. One of the greatest handlcEaps of a.gnculturz'al
ndustry in this country has been and still is the lack of organised Cl‘?dlt to agri-
alturists. The main source of credit to the agriculturists is the usu;xous money-
ender, so much so that we have now to look upon him very curiously as tlfe
nainstay of our rural economic structure, though he is really its greatest 'handl.-
:ap. The enquiries that preceded the inauguration of the Movement in this
sountry clearly indicated that unless usury was suppressed and.the cultivator
-escued from the grip of the moneylender, the develcfpment of agriculture or the
sconomic betterment of the agriculturist was impossible. It is therefore no use
forgetting this historical background, in judging the developmeflt of our move--1
ment. Even now can we say that we have touched even a frn:lge of'the rura
credit problem? I estimate the normal seasonal needs of the agriculturists in the
Andhradesa at about Rs. 25 Crores. As against thif, need, t.he.total amour}t of
loans outstanding in the agrieultural societies in the Andhra Districts to-day is no
more than Rs. 2:5 crores. Again the rural debt of the Andhradesa may be ?asﬂy
taken at Rs. 100 crores, and the loans c.lisbursed t'hrough the primary
land mortgage banks in these districts to c.ilscharge prior debts amount to no
more than Rs. 75 lakhs. So, co-operative credit has got to make much headway
before its benefits can be more fully assessed. It cann?t be denied that the' spread
of co-operative credit has resulted in a general lowermg.ot: the rat.es of interest,
thus benefiting even those who are not members of s?c:etles. This does not of
course mean that I hold the view that co-operative credit algne can be th.e s?lvent
of our rural economic problems. If what our critics mean is th.at organisation of
credit alone on co-operative basis cannot bear full fruit and.reheve; tl.le economie
distress of the agriculturists unless other aspects of t}.le vxllagex_'s life are also )
brought within the ambit of the co-operative‘orga-msatlon, 'I entirely agree with
that view. We cannot afford to lose further time in supplying the deficiencies in
our movement.

The deficiency in the existing organisation is attempted to Pe supplied in
different provinces by different methods, the aim of all of them béing to take the
objective of the co-operative organisation beyond th? mere supp!y of c’redit and
to carry our effort beyond the purely economic frontiers of t'he villagers’ life into
what may be called the non-economic spheres of their life, if I may use the ex-
pression., In some provinces, particularly in the United Provinces and the Punjab.
Better Living societies are being organised alongside the credit societies, perhaps
with a view to eventually combine and transform them into sociei.ies. in which .a
variety of functions are combined. In certain other areas, emphasis is being laid
oni societies for collective cultivation to remove the weakness inherent in fndiwdual
farming of uneconomic and fragmented holdings. Again, in some localities efforts
are being made to organise the producer to better regulated and more economie
disposal of his produce through marketing or sale societies. Shall we not there-

®fore have our own schemes for the removing of patent deficiencies in our move-
ment as we find it to-day and to give it a more comprehensive and robust con-
stitution ?
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I desxre' to place before you for your earnest consideration a brief outline of
my suggestlon.s for the expansion and reform of the movement. The essence of
my propo§a1§ is firstly to bring the entire village, ie., all the famiiies inhabiting the
v111agt'3 within the fold of the co-operative movement, or in other words l?c% e~
organise the p}'esent day village community as a whole,on a co-operative basis :nd
seconc'lly to give the benefit of such organisation not to a few villages but to all
the v1l.lage.s in the Andhradesa. The programme will thus be both intensi d
extensive in its aim and its concrete features may be thus stated: — eree

. neil) the fmust attentlpt to cm{er .the whole Andhradesa as early as possible with

work ot co-operative organisations. There are . . . villages in the Andhradesa
and we ha\{e only 4,500 societies to serve the people ; and few of them comprise
:VGI"I a tangible fraction of the population, while many ,of the societies are not fl:mc-
amf;x‘:zg‘ No1 one can say that it is in the least satisfactory. We must have
a i 1‘yea\r E)an to' complete‘ thfe process of bringing every village within the ambit

Ive co-operative organisation and every family in the village within its scope.

. (2) 'It is not necess?ry to strictly adhere to the old ideal of limiting the area
of operation of such society to a single village. If we can secure the benefit of
a co-o'perative organisation more rapidly to the whole of the Andhradesa by amal-
gan}atmg smaller societies into larger ones and organising new societies on a grou
basis so as to make one society effectively serve villages situated within a rgadiul;

€ fi € miles y y P rse in our e pl o!
of three or v Il we may pr efeI abl ado t thls cou
y b futu!' an

. (3) Our aim should be to enlist as far as possible all families living in th
village as members of our new societies, at least on the basis of one representati .
for each family. Not only the poor and needy, who require credit, but eve t;e
cultured, rich and thrifty classes who have their own economic an’d social n de
otht?r t.han credit to satisfy, must be brought into the new village co-operativnee :
ganlsatlon. There must of course be no element of compulsion or differ t'e ?r-
in status between members in such an institution. For co-operation musef:1 11:::;:

its essential CharaCteriStiCS Of VOlunta 'a '()
Iy assoCl, i
’ . Yy tion Of persons on a baSls

(4) In a society thus organised, its executive call i
a new position and prestige. It will then function aseca1 (t::eml:r?ix:tc:ea};ﬁ: chllrlni?:'s:me
::51 mt}(iit zf the Ioc;al affairs of the villagers. Its susceptibility to popular inﬁtlxse:;
supe,-io: toeaclcratx;: chalTa.cter of the society so organised will be incomparabl;
Super: se o municipal or local boards when the implications of the schem
e potentialities of the new organisation come to be fully realised. )
The schemg outlined above involves radical departure from
;):rbfirnesept chfenshed notions. In order to organise new societies on this ’:any o
g'mto it the educated, solvent and non-borrowing secti f 381.5 and
of the village along with others, we must effect a change in ﬂ'?n o e reSld?ms
between the members. They should no longer be grouped on t}: mun‘lal o ations
guarantors for each other’s debts which is now claimed to b ® basis of mutual
feature of the village credit society. The unlimited contrib ® fhe most outstanding

operates‘has long outlived its utility. It is an anachron‘;:;f ¢ li;bﬂity as it now
past, which has no application to the realities of the present da;rm ecoa l'e!m of the
nomic organi-

sation of the village or to its future d
evelopments. The 3
adoption of unlimited

liability involves many legal conse i
quences which will be wh
olly repugnant to the

scheme of future expansion which I have indi
; e indicated above, mention jus
the need to restrict membership to a small area (a singl;r ovill:::!; n 3 t: few,
In order to
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snsure personal knowledge among members of each other’s business, restriction on
transfer of shares, continuance of the liability of past members after resignation
or death in order to safeguard the interests of the continuing members and many
other abnormal legal safeguards are necessitated by the adoption of this doctrine
of unlimited liability. With these restrictions, it is obviously impossible to re-
organise our societies on a wider and more comprehensive basis and to bring into
them people who are not willing to pledge their assets as joint and several guaran-
tors for the debts of all the members; so long as we retain this feature of the
primary credit society, its transformation into a more useful institution which will
serve all the inhabitants of the village and cater to almost all of their needs is an
absolute impossibility. It is on this more fundamental ground that 1 wish to see
that unlimited liability goes as soon as possible.

There is a feeling among some of my co-workers that I am opposed to co-ope~
rative sociwties with a variety of activities. It is true that I uncompromisingly
criticised the scheme of multiple purpose society adumbrated in the bulletins
issued by the Agricultural Credit Department of the Reserve Bank of India. I am
still opposed to that scheme. But recently the Deputy Governor of the Reserve
Bank, Mr. Nanavati, in his Surat Speech, either abandoned most of the features
of the scheme to which I took objection or so explained them away as to make
them innocuous, In the scheme of reorganisation I have in view, I do contemplate
the village credit society dealing with more than one need of the villager’s life
and generally organising him for the betterment of his economic and social position
without sacrificing principles of co-operation and co-operative banking. In order
to achieve this end, the existing credit societies may be enlarged both in respect
of their area of operations as well as functions. The Bye-laws under which they
are constituted in this province are sufficiently elastic and comprehensive as to
enable us to utilise the societies not merely as a pure credit agency, but also for
a variety of co-operative activities closely associated with organised rural credit.
The question how far functions which are either not related or distantly connec-
ted with rural credit in its extended and more comprehensive sense in which it
is used in the bye-laws, can be tacked on to the new type of village society, and
what kinds of societies have to be formed to deal with such functions, is a matter
of detail, which depends upon the nature of the function and the state of develop-
ment of the societies. It is needless to discuss such details on this occasion.

Economic Planning and Co-operation—Since the inauguration of Provincial
Autonomy, Provincial Governments have been interesting themselves in schemes
of rural developments and economic rehabilitation of the agriculturists. But the
place of co-operation in such schemes and the integral place of co-operation in
such planning have in my opinion not received the attention which they deserve.
All such economic plans involve in my opinion the following among
other objects :—

1. Increase of production and earning power of the masses.

2. Reduction of unemployment among the educated and the uneducated.

3. Ensuring greater self-sufficiency, i.e., to say decreasing of the dependence
on foreign sources of supply of commodities and services.

4. Proper balance of occupations—rural and urban.

5. Liquidation of illiteracy and overhauling the system of education so as to
equip those who pass out of educational institutions for the pursuit of suitable

occupations.
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Though the Indian cultivator is the mainstay of the economic structure of the

country, no serious effort has so far been made for organising him on group basis
for the accomplishment of the objects mentioned above.

mainly or solely upon his individual effort, not much ma
made. Take the simple needs of agriculture to increase pro
of fertilisers, use of modern tools and implements,
tal at low rates of interest, cheap electric power
no doubt that these needs can be adequately supplied only on the basis of group
organisation. I can think of no better form of organisation than co-operation.
What we want in Rural India is collective effort without impairing individual
initiative, which is the essential merit of co-operation.  The longer we neglect

the organisation of business of the villager on a co-operative basis, the more we
delay the advent of prosperity into Rural India.

So long as we depend
terial progress can be
duction such as supply
healthy livestock, working capi-
and markeling facilities, 1 feel

The economic conditions in rural India are fast undergoing deterioration com~
pared with even what they were about ten years ago. Out

lation by emigration are being rapidly closed. At one time
and other places afforded work to those who could not find
the doors are bolted against Indian emigrants into those pla
be economically self-sufficient in regard to food and raw materials many a country
which afforded oversea markets to Indian agricultural products have themselves
begun to grow them and the export of surplus agricultural wealth is fast
diminishing.  The process of destruction of rural and cottage industries is still
praceeding unarrested. It is small satisfaction to the rural population that it is
no longer the organised British capitalist industry that is destroying their handi-
crafts and subsidiary modes of occupation but the organised Indian mill industries.

-lets for surplus popu-
Burma, Ceylon, Malaya
it in our villages. But
ces. In the attempt to

He is like mariner of old navigating the straits of Massena and in his attempt to

avoid the Scylla of British capitalism he encounters the Char

ybdis of Indian capi-
talist industrial organisation.

These and other fundamental factors of rural life
must be taken into account in all schemes of economic planning now under investi-

gation. So, while programmes of industrial planning for development of Indian
industries are being examined, the necessity not only to leave unimpaired but also
promote such of the rural and cottage industries

as will still enable the agricul-
turists to add to his income must be reslised. It is needless to enumerate such
industries ; for Mahathma Gandhi in his scheme of the All-India Village Industries
Association and Sir M. Visvesvarayya in his Planned Economy for India have
dealt with the subject in an authoritative mann

er.
In regard to rural develo

pment, the main defect I find is the absence of adequate
co-ordination between the v

arious Departments of the State in regard to activities

hicl . urroundings of the rural population. The Royal Com-
mission on Agriculture, presided over by Lord Linlithgow, drew attention to thig
defect, but practically very little has been done to rectify it. A closer asgociation

a trained village guide at the bottom.
being attempted in the United Provinces,
co-operative workers in the Andhradesa t

scheme of development is being worked there.

Something of this g

ort of organisation ig
It is worthwhile

deputing some of the

Co-operation and Government.—There are numerous ways in which the Gov
ernment can help and expand the co-operative Movement. I hope they will co
under the careful review of the Committee on Co-operation. But 1 wo::ll:

-
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the attention of co-operators and the Government the fundan;entlelr f:}c‘::
Bt the tive Movement is essentially a Movement of the people, .
that the Co-opet;a eople and that its success wholly depends on the .preserva 1t<})‘n
peol?le and by the pamd democratic character. It is my earniest wish t.hatth ‘e
x aut(‘;:;:;::rslent of the Province will realise this essential truth in their
Congress

attempt to rehabilitate the Movement.

i lu, MLL.C.
Extracts from the Presidential Address of Mr. V. Jogiah Pantulu

i ld be an asso-
ieti i i t a co-operative hank shou
i ose Societies—It is said tha : : sso-
t.Mlﬂ:;P::;l:‘ each influencing the other in the direction of pr‘:lci?ncceinar;:d;i):omust
e i the co-operative societies
ivi these ideals before them, . . ust
thlt?’- 3}'10 k:sent mode of work in five directions, viz., 1 T}'le 'barllkdfnust vt:::e the
modify ehP illage life within its ambit ; 2. It should aim in inc u mgt.e Zind-
whote Of'llt " ",3 there must be a great adherence to essenthlal co-opera ];ve pof o
tn the ! hage ,m-ust be constant and continuous dealings with f‘he dmetmr :::er  the
glesk; 4‘5 SereConcentration of a few selected areas should Eel am;eth: e
el iffusi i ns that the whole o
i inlicity and diffusion and this mea se
Klde r}:llflalzlelzlhlc)l;ythe village bank and should not be merely a source of credi
e em

i i icholson, in
This constitution of village bank as suggested by Slrltil';x;::fpe:::ksolgixgti:s e
i term mu .

i i us practically to what we 'now ! ey
his repor?, b;mgs ortpfrom eminent authorities, the latest bemg. the Rese;v: an
e o ve s:gf the Hon. the Revenue Minister of Madras is repor‘tlel ocredit
Abo‘:; fhiei;e Provincial Government would do the .needful for atv::oa-ni:eraﬁve
i ta tisfy all the needs of the village and not like .the prelzzenu ~operatve
o to Sa tisfy only one need meaning of course that it w?u bs. ftp AN
Y os ; S? ties scheme—It must be borne in mind that on this subje ,0 there s
PU!‘P: S;ve(x)';fnce of views emanating from distinguishefd ;O-OP?r:tzséystem school
ot thous i i d reform of the existin

i injon that rectification an . hou
of thmtlight lsth‘.i): ;’)I:::; While the other school of though; ;s eq(lilagly sI;r(;ng N;: 1‘1:,s
e dormnatl ' d. Our distinguished frien e Hon. . V.
i the system suggested. Our dl ; M. |
CR"nde:’ na;;z:n?lfu oneyof the foremost authorities on co-oper"atlonf rtl}(:z ;/r{nzr:; E :s
vinte ’ i iding at the XXII session o -
i 1 over India, stated presiding . n o e
S perativ bgt a'Lfl r:nce in 1937 that the idea of multlpurpcfse soc1ef1es wa; no1t r::; dei_,
opera'tive lgnnit be said that it would always succeed irrespective of. t<.)ca cStem
o cc; lih t it was actually tried and abandoned in favour of the e;ns ing :i}:, n he,
o hlat entitled Co-operative Rural Credit, a ﬁ\fe years 'plan ?thexpan on he
P e financial risks in combining co-operative bankmg wi .co—op; ative
eﬂVi_Sage‘ii g:a:ingle society and challenged enthusiasts who believed in énz elm 2 2
tradine tn e bank ‘a universal provider’ to establish a few of the{n a::f Jemon-

ci?r- (:'Ze:fx li\; utility. This was discussed at length by the f;)ur;};;essuzln o e A

Inds S ' lore in July an
- tive Conference held at Banga » : oe

Im:)l:ctc::f O:C:‘e‘:;lution which stated that while recognising the. multxpurpc:i?a ::a ol

;i’uesj as having proved beneficial in certain areas and po;',sessgmxgle ::lm:dzpﬁon ges
d them for ge
was not prepared to recommend op but
ﬂ:ie::iort‘lf;ieriltc ewsts in favour of such societies being formed where conditions p
a
itted. o
N In this state of affairs it is highly undesirable to introduce ffhanges ‘i)r; ::;::: o
h thles existing system has been working satiSfac'torily. This !;nascr)me tried

:illere here the present system was found unsatisfactory or :i e

whi'::fsm::; hereafter be formed. In trying this experiment great cautio;
-1
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observed as the introduction of a very large number of departments differing widely
in their scope and operation, in one and the same society, may make the work of
the society complicated and unworkable, especially in villages where there may
not be sufficient human material and intelligence to cope with the work. In the
same village in which there is scope, different societies may be started each taking
up departments of business of an allied character. Bye-laws of the primary
societies as they are now framed permit numerous activities such as supply of
seeds, manure, implements, joint purchase of goods on indent system, etc. Only
they do not allow the combination of the business of trade with banking business.

At present there are 52,000 villages in this presidency with an agricultural
population of over four crores. There are said to be about 15,000 villages in which
there are Co-operative societies. This means there are about forty thousand villages
not covered by the movement. It is to be noted that out of these fifteen thousand
societies only about a fourth seem to be working and a tenth working well. It
is impracticable to start a society in each village especially in view of the fact that
most of the societies started are not at all working, while only a tenth are said to
have been working well.

In the circumstances, where conditions justify, that is where there is a real
scope or demand, we may start societies grouping villages within an area say
of 5 or 7 miles and amalgamate existing small societies on the same plan, and
revive their working, which at present are said to be moribund. The multipurpose

societies may be tried in some of the newly formed groups wherever and whenever
expedient.

Progress of Co-operative movement.—It behoves me to examine to what extent
the movement was able to reduce the indebtedness of the peasant. It cannot be
said that the movement in this Presidency has not progressed and did not promote
its well being. Since the inception of the movement a sum of Rs. 3.5 crores ha
been lent to the ryots for various purposes. The total amount of loans outstemdinSJ
is about Rs. 4.6 crores. A large part of this sum is in arrears. Out of this a su ;
of about 1.75 crores is involved in liquidated societies, lands purchased in disch .
of debts due from members and decrees remaining unexecuted for a long ti g
account of difficulties attending on their execution. Fresh credit dispensefl thurne 0:
rural credit societies all over the province was Rs. 163 lacs, in 1936-37, and iy
be nov'v nearly Rs. 2 crores, a sum wholly inadequate for the'requiremen,ts of ax::iy
culturxs.ts. The total indebtedness of the peasants is stated roughly to be 200 cr .
One chief and solid achievement to its credit is the reduction of the rate of i t:res‘
on loans. This has benefited the ryot in no small degree. it ot

' In spite of this, i
be .admxtted t'hat the movement has but touched the fringe dfprural ind:i)::d:;:t
It is not possible to say with any degree of exactitude the extent to which debta'

were reduced. In the circumstances, all that can be i
; ) i claimed for
far as this Presidency is considered is that it has been assumin, ihe Tovement so

. g greater i rtan
everyday and has been exercising an educative influence over the count;;n poriance

A Few Defects.—The Hon’ble Mr. Morarii R. Desai,
bay, replying to a debate stated that the co-
not only in Bombay but also all over the co
ful about its efficacy and as long as they fail to
lying the failure, they would not be able oo ndamental causes under-

to improve
reason for the failure of the movement acco p the movement. Another

rding to him i
the poorer classes are brought in, and not members of the lie?::: c';‘;‘:::ﬂ;hof tlmly
0 alone

could provide monies for these societies, that care was taken only to see that the
t

e Revenue Minister of Bom-
operative movement was doing badly
untry. But people seem to be doubt-
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number of societies increased with the result that there are many borrowing mem-
bers who take credit.

On account of a large body of un-desirable persons getting into the movement,
he said, loans were given to persons to whom they should not have been given
and that instead of the co-operative movement being utilised for obtaining loans
for productive purposes so as to help and improve the position of the villagess
and agriculturists they were utilised by some to fill their own pockets. This rather
severe criticism, he said, was based on his experience of the co-operative movement,
in Bombay for about two decades. I think that all that he stated applies to some
extent at least to our Presidency as well. It is for you, genuine co-operators and
leaders, to try and wipe out this blot from the movement.

Finance—As you are well aware the central bank now depends for its funds
on deposits from individuals, local bodies and other similar institutions for periods
ranging from one to three years. The main business of the banks is said to be,
to finance cultivators for their immediate needs namely cultivation expenses re-
payable from the produce of the next harvest, but it is often expressed that it is
necessary for the central banks and the primary societies to finance agriculturists
with intermediate loan for purposes auxiliary to agriculture for a period extending
to six years. No doubt these intermediate loans ranging from two to six years are
very essential and efforts must be made to meet the requirements such as pur-
chase of caitle, country carts, or agricultural implements. But there are difficulties
in the way of central banks to oblige the agriculturists by way of intermediate loans.
It is not sound banking policy to utilise short term deposits for periods longer
than those for which deposits are accepted, counting on the prospect of the renewals
of the periods of the short term deposits. If this is done there is a chance of the
central bank being landed in difficulties. But such intermediate credits may be
made possible if those that wish to borrow gauge their needs for the year, and give
a continuing mortgage of their properties, to the societies, so that individual credit
of each may be fixed and the primary societies apply to the central bank for a cash
credit loan of the amount required to be drawn as and when required. Of course,
care should be taken to prevent maximum credit being drawn, unless it is abso-
lutely required by the agriculturists. Loans fall under three heads viz., intermedi-
ate term, short term, and long term loans. The purposes for which loans are.
given ‘on the first two heads are already stated. Those coming under the third
head are genera]iy borrowed for permanent improvements, consolidation of hold-
ings, liquidation of prior debts and the like and the period for discharge allowed
with respect to these long term loans range from 6 to 20 years or more. Such as
these loans should be provided for by land mortgage banks. This can be done with
success only, if land mortgage banks are established in all important taluq head
quarters and other important centres. In the matter of issuing loans it must be
understood that these banks should in the first instance show preference for liquida-
tion of prior debts scaled down in accordance with the Madras Agricultural Debt
Relief Act or through Cenciliation Boards.

In this connection, I may refer to the recommendation of the Reserve Bank,
You may be aware that the Reserve Bank has recommended to limit the period of
loans by the primary societies and central banks to a year or 18 months and confine
them for purposes of cultivation including purchases such as cattle, country carts
and agricultural implements. I may at once state this recommendation did not
appeal to me, and so far as I am able to ascertain the views of some of our expert
co-operators, they seem to hold the same view as I do. It is for you to consider
and come to a definite conclusion on the subject.
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Other matters which may be mentioned as deserving consideration on the sub-
ject of finance is the desirability or otherwise of co-operative banks lending on
pledge of gold or agricultural produce or industrial products and whether the
central banks should undertake commercial transactions. My considered opinion is
that these banks should not undertake them.,

My chiel reason for holding this view is that the main object of these institu-
tions is to cater to the needs of the peasants. Undertaking loans such as those pro-
posed, I fear, will frustrate the object of these banks and divert their attention
from their legitimate work. There are other reasons such as risks and unhealthy

competitions and the like which it is not in the interests of these institutions to
encourage. -

Rates of Interest—In matters dealing with co-operation, the rate of interest
is one which deserves the attention of co-operators. [ shall therefore take stock
of the present rates prevailing in our banks and societies.

The Joint Registrar of Co-operative societies in a speech delivered last year
at Kurnool said that the thanks of the co-operators of this Presidency are due to
our Premier for exempting the co-operative movement from the scope of the
Agriculturists’ Debt Relief Act, though proposals for bringing it under its purview
were made in the legislatures and reminded us of our duty to bring the rates of
interest now obtaining in the banks and societies to the level fixed by the Debt

Relief Act. It, therefore, behoves us to show that we have not been unmindful of
our duty in this respect.

The rates of interest paid and charged on deposits and loans by central banks
are on the whole reasonable. They borrow the bulk of their deposit at about
3% per cent per annum and lend at rales varying from 4% to 512 per cent per
annum. In several banks it is said that the rates were reduced even to 5 per cent,
and a few of them seem to have made this rate applicable even to outstanding loans.
The societies lend at 714 per cent per annum and at the instance of the co-operative
department, the penal interest has been waived for the last about three years.

The societies were advised to reduce the rate to 6% per cent per annum wherever
possible.

. In the present money market conditions no further reductions seems to be
possible. But there is only one remote chance to carry out this advice. If the
Central Banks agree not to offer more than three per cent on their deposits, the
Provincial Bank may perhaps reduce its lending rate to central banks to 3% per
cent in regard to the ordinary loans. In this event money may be made available
to the ultimate borrowers at the rate of 61 per cent per annum.

While discussing this subject it will not be out of place to state my view as
to whether the margin between the borrowing and lending rates of primary socie~
ties and central banks is too big. Having regard to the conditions of the money
market and the deposit rates prevailing, it is considered that the Provincial and
Central Banks may safely operate with a margin of one per cent, and the societies
may well be advised to keep a margin of 14 per cent betw

een their borrowing
and lending rates.

Overdues.—Overdues is one of the most ticklish subjects in co
finance. It has been the subject of considerable deliberation of the le
operators throughout the country for a long number of years and yet
tion of the problem does not seem to be very near.
concessions shown to members of primary societies

~operative
ading co-
the solu-
It is a matter for regret that
by various methods such as
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i f
i i time for payment of loans, refixation o
aiving of penal interest, extension of '
:::;:lurlngents Snd the like have not had much effect. In cazes \Zlhere it uvlvtas If:utr;l:
i inci ived. Even this produced no resuit.
ecessary portions of principal were waiv . 1 e
ini ssions will be of no use.
i stances 1 am of opinion that further conce '
glcyun:)ther ways left open are persuasion and cotelx;cmn. Evenf :ZSSZ Ir::g:gg:
jeti It was found that the success o
re adopted by some societies. | that the e o e ety
temperament of the individual me : ;
epended solely on the . ombers of the propery
t that can therefore be sugg
1e members possessed. The last resor ‘ el B o e
| i i s where adequate security an
hem off as irrecoverable. But in cases w e e
ieti i i be granted. The scaling dow.
ocieties are sound extension of time may e ] byt
i ancial resources o
be considered. All depends mostly on e f 7
?:Ztr:}soBank Generally speaking co-operative societies’ debts s?(:;}‘il;: k?:::l :;e
, - thi i ; but, in matters o
this scheme of scaling down debts; ,
'1‘0“5:1'5 rtﬁ:ef:an be laid down. In this connection I may refer to the very ‘Iiaold
; . .
,teem: taken by the Co-operative Department In Bur.ma in th.e matter ofh ov:rric\:if
;ng reconstruction of societies as is shown in Bulletin No. 3 issued by the Ag

aral Credit Department of Reserve Bank of India.

Land Morigage Banks.—The expansion of the land mortgage be;r}lkm;g-aflystm rx:

th necessary and desriable in the interest of the co'untry. enerally there
. Il:e mortgage bank for each revenue taluk. But in talugs where suita .
:L::Znset: run the bank may not be available, it is advisable to extend the area to

wo or more Taluks.

Most of the mortgage loans now adv?ncedt:ygt};i :\tx;trg;grele?::slzym:u?;::efﬁ

i jon of mortgage:

ﬁs?harge O'f uli?cﬁst(ie?:o:: t‘::i‘ﬁf;i’n of debts. The chief purpose of these banks
're'h?\‘,e g u1 d funds for improvement of lands and unless proper steps are
Ls Sa}d t? be' . 'enlikely to be frustrated. Great care should be taken to see t:hat the
iaken this Ob]e‘ft - vements should be estimated properly and the monies are
value of the‘ lmp:‘/(:aments are effected. In order to carry out these purposes there
Svaneed B e o -ordination of the Agricultural Department with the mortgag_e
thowld b closelco should be advanced and improvements effected under their
ba{lks e gle dsxs 1t has been for me a matter for gratification to x'mte tl.xat the
mgrancecaio;erati\;e Central Land Mortgage Bank has bgen work:‘nkg th};alx;o
o it from any of the primary banks and that t‘Pe prmry bhanks gt;?e 3;
overd::; tt:t)lelir affairs efficiently, The standing complaint against the working o
mana

these banks is long delays in sanctioning applications for loans. This is chiefly

i jes i i f documents of title and discharge deeds for
d\l_e o e dllam:::l:lses l';"hg rzsg: tt;);:eso not generally possess all tl.xe‘ documents of
p_rlor encm'n' . dee;is are not always registered. Very often original doc}lm?nts
fice: 'Pa}rtlt‘ond in case of transactions not evidenced by documents,.the msu!:u-
tion mlssmgd al: sl;cisﬁed with statements from persons likely to question the title
g 'Shoul i ethe rior encumbrances, In a few cases delay is caused by r.e;sorf
o Clal? ?:dee:luate I;taﬁ in the primary banks for valuation purposes. In Zamtnﬂ::
o Wanm::ny Zamindars have not issued pattas to ryots. Banks caxfmot actche: e
ar'et;s t production of pattas. In the circumstances the ryot has 1':o orego
:ivtl ofo ‘; lf‘an from banks. Something must be done to remedy this.

i done to help
i to the Government for what it has
We must express our gratitude . s e e %
leased to enhance the amount of guar ]
thakh.ne movementlZO(ftl:\vl:;s.p ea;: sanctioned a scheme of temporary accomohﬁo;
1hex‘ l:; :i[:s'agreed to lend to the bank according to its monthly requiremen
where
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sufficient to meet its needs upto the limit of the mortgages for which money is
advanced but not covered by the debentures issued.

It directed issue of encumbrance certificates free of charge for loans up to
Rs. 2,000 and notified some concessions with respect to stamp and registration fees.
While thanking Government for what has been done so far, we request the Go-
vernment to reduce the present scale of audit fees as the primary banks feel it very
difficult to pay such heavy fees.

Urban Banks.—I wish to say a word about urban banks; I am of opinion that
urban co-operation has succeeded much better than rural credit. They are gene=
rally well managed; questions are generally raised as to how these banks can be
made more useful and whether it is desirable to extend their activities by giving

loans on pledge of articles other than agricultural products, such as gold and
silver.

In my opinion so far as urban banks are concerned it will be in the interests
of villagers to prevent these banks to lend monies on gold and silver. Generally
villagers resort to money lenders for loans on gold and silver jewels and pay
high rates of interest on such pledges to money lenders. If urban banks under-
take this business, it will benefit the villagers. Village co-operative societies are
at present not in a suitable position to undertake this business. I recommend that
urban banks may extend their area of operation for this purpose to villages within a
distance of 10 miles and create a separate class of membership for persons who wish
to join the banks, and borrow monies on geld and silver. At present in some towns,
1 am told, there are urban banks which do this business. This, I think, will be
an undoubted benefit to villagers and save them from the clutches of money
lenders who lend on gold and silver, and charge heavy rates of interests.

Audit.—Dealing with audit, I must say that there is a good deal of dissatis-
faction on this subject. The system is considered very unsatisfactory. It has
evoked criticisms from many quarters, and is condemned from the view point of
both efficiency and principle. The work of supervision and control are conducted
and exercised by the Registrar of Co-operative Societies. This gives rise to
serious defects. No independent audit can be expected from officers whose
appointment and promotion and transfers, etc, depend on the sweet will of the
Registrar, It is therefore necessary that the audit staff may be constituted into
a different branch under a chief audit officer on the lines of audit of Local Boards
and Municipalities.

Regarding the audit fees, the complaint is that they are very high. It may be
pointed out that the time taken by the audit is a better test than other considera-
tions. The charge at present is Rs. 6 per day of 6 hours. It must not be more
than Rs. 3 per day. In case this be not acceptable to Government, it may appoint
a panel of Registered Accountants and auditors, and the institutions may be per-
mitted to employ one from the panel and settle fees with him, the panel itself
being under the §upervision of the Government. Another matter urged upon the
Government is that all societies working at loss in any year should be exempted
from the payment of audit fees for that year.

Resolutions passed at the Conference

1. (a) This Conference resolves that every village in the Andhra Districts
should be brought within the operation of a co-operative society, as far
as possible, and that a five year plan be drawn up for the purpose and carried
out.
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(b) The existing societies may, wherever necessary, be reorganised by amal-
gamating smaller societies into larger ones.

(¢) New societies be organised for compact groups of villages within a radius
of not exceeding 3 or 5 miles, wherever conditions so require.

(d) The system of appointing a paid secretary, manager or clerk for each of
these larger societies be introduced, and the Government be requested to frame
suitable rules for this purpose.

2. (a) This Conference is of opinion that the unlimited contributory liability
of the members of the societies, which now arises only on liquidation, is pre-
judicial to the further progress of the co-operative movement and that it should
be abolished as early as possible.

(b) That in future societies, specially the larger ones for groups of villages,
be organised on limited liability basis, providing if necessary in suitable cases for
regerve liability not exceeding twice the subscribed capital.

3. (a) This Conference is of opinion that efforts should be made to enlist as
members of village societies all the residents of the village on the basis of at least
one representative for each family residing in the village, with a view to reor-
ganise on a co-operative basis the village community as we find it to-day.

(b) This Conference is of opinion that the village credit societies should
cater to all the economic and social needs of their members as far as possible,
and discharge all functions which are allied to rural credit and permitted by their
by-laws.

(c) The system of controlled credit with a view to co-ordinate as many
activities as possible through the medium of a single organisation be extended.

4. This Conference requests the Government to inaugurate as early
as possible plans for liquidation of illiteracy somewhat on the lines now adopted
in Bihar.

‘s, This Conference requests the Government that the person authorised by
the Registrar, under section 37 of the Act, to audit primary co-operative societies
with a working capital of less than Rs. 50,000 shall be one possessing the quali-
fications of a Registered Accountant recognised by the Government of India,
under the rules framed under section 144 of the Indian Companies Act; but in
the case of primary societies working with a capital of Rs. 50,000 and more,
the Urban Banks, Central Banks, and special societies, the Government is request-
ed to order for the preparation of a panel of auditors with the qualifications of
Registered Accountants recognised as above, from which the above said Societies and
Banks may be authorised to select one for the auditing of their accounts.

8. This Conference requests the Government to exempt co-operative socie~-
ties from the scope of the proposed bill of taxation on turn-over of sales.

7. The Conference requests the Government to take early steps to train
rural guides and rural development officers on the lines of the scheme that is
being tried in the United Provinces and to introduce it as an experimental
measure in, at least, two or three districts in the Andhra Desa.

8. In view of the rapidly increasing number of Co-operative Crop Loan and
Sale Societies, who do not lend monies on pledge of produce not protected by
Tire Insurance which is at present done only by Joint Stock Companies, this

" Conference requests the Madras Provincial Co-operative Bank to organise imme~
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diately a ‘Fire Insurance’ society on co-operative lines and help the furtherance of
the movement.

9. This Conference requests the Government to organise Co-operative Land
Mortgage Bank for each talug in the Excluded Areas (Agency Tracts) to improve
the deplorable plight of the agriculturists in the Government villages.

10. This Conference requests the Central
the amounts paid by the debtor both under princip
his respective accounts as is done in primary Land

Land Mortgage Bank that
al and interest be credited to
Mortgage Banks.

11, This Conference is of opinion that cuts
ment measures effected by the co-operative institutio:
pective establishments is detrimental to the progress of the co-operative move-

inent and requests that employens suffering from cuts in salaries and other
cconomy measures be restored to their previous position.

in salaries and retrench-
ns with regard to their res-

12. This Conference resolves that supervision fund be deleted from the soci-

ties’ as well as Central Banks' by-laws and ihat supervisors’ salaries and travelling
allowances and other expenditure of

banks’ General Funds, as is done in the case of banks’ establishment charges, ete.

13. This Conference is of opinion that in the interests of the movement co-
operative institutions should provide to their employees adequate safeguards in
regard to tenure of Office, Pay, Promotion, Prospects, Provident Fund, and the
like and should also embody in their by-laws provision for an appeal to a com-
mittee to be duly constituted to deal with appeals filed by the employees against
punishments, stopping of promotions, and allied matters.

the respective Unions be spent from the *

CO-OPERATIVE NEWS AND NOTES

The Madras Government have sanctioned the opening of nine co-operative
land mortgage banks during 1939-40 and the employment of three co-operative sub-
registrars in connection with the work of these banks.

» » » »* »

A five year scheme of marketing of agricultural Produce on co-operative lixfles
was approved by the U. P. Government which sanct.xoned a sum of Rs. 17,000 ot:
the employment of supervisors besides the creation of ten tem.por'ary fosthe
of inspectors for 1938-39. The scheme proposes to cover ab.out 40 d;‘setncts 3 -
province and the commodities to be marketed this year will be w ai;f :\: that---
sceds in principal, gram and harley in the second place and other' crops after .
About 250 supervisors have been selected and they are undergoing training.

* * »® ] »*

The Government of Madras have appointed a Commit?ee to enquif'e into ;nh:
report on the condition of the Co-operative Movemex'l't_ in the PrO\.rmcef. >
Committee consists of nineteen members with Sir T. Vijiaraghavachariar, .ormer y
Vice-President of the Imperial Council of Agricultural Research, as the Chairman.

i ell known co-operators are among the members:—The Hon'ble
MrT{"’e f;ﬂ::ﬁ ¥antu1u; Mr. T? A. Ramalingam Chettiar; Mr. XK. Bashyali‘m;
Dr. P. J. Thomas; Dr. Pattabhi Seeﬂxgramiah; Messrs. Kala Venlfat _11’:;0, .
Satyanarayana, R. Suryanarayana Rao, Dewan Bshadur K. Deivasi a;nam
Mudaliar, Rao Bahadur M. Giriappa and Mr. 8. A. Venkat:araman (the Reglsf a&
Mr. K. Subramaniam of the ‘Co-operative Department is the Secretary o
Committee.

An elaborate and exhaustive questionnaire has already been issued by the
officer ‘appointed as the Secretary of the Commitiee. The programme of the
Committee is not quite clear, and we await with interest the proceedings of the
Committee.

. * » » *

A question was raised in the Bengal Legislativ.e fﬂssemb}y whether the Ben-
gal Moneylenders’ Bill was ultra vires of the Provincial Legxslatu-re. Mr. D. 1:11 .
Kaithan, representative of the Indian Chamber of Commerce said that t%le B
as reported by the Select Committee was ultrfw, vires of the provincial legxslatu;:
inasmuch as promissory notes, banks and trading corporatlo:\s have been broug
within the purview of the bill. The Speaker observed: “I hold' that we hav'e
a prima facie case of legislative competency in our f‘avour. This Assembly is
fully competent to legislate on moneylending and to include banks, cgrporationa
or promissory notes in dealing with moneylending and moneylenders.

" ® & * *

estion whether the Madras Agriculturists’ Relief Act was ultra vires of
the Tptfv;: :xtfi the Provincial Legislature was considered by a full Bench of the
Madras High Court and they decided that the Legislature was competent to enafct
such legislation. The main attack on the Act has bc?en based on the fact t.hat its
scaling-down provisions are repugnant to the Negotiable Instruments Act in that
-



202 Trae INDIAN CoO-OPERATIVE REVIEW

they do not allow the full amount due on a promissory note to be recovered from
an agriculturist. The only effect of the Act so far as Negotiable Instruments are
concerned is to reduce liability, where the maker or endorser is an agriculturist.
In providing for this, the Provincial Legislature was acting in the interests of
Agriculture and regulating moneylending to agriculturists. If debts on promissory
notes were excluded, the Act would to a very large extent be rendered nugatory,
the practice of lending on promissory notes being so widespread.

* » » ® *

The Government of India have resolved to set up an All-India Cattle Show
Society after consulting the Provincial Governments, Local Administrations and
Indian States. The Government have also decided to place Rs. 2,55,000 from the
central revenues at the disposal of the society. Its functions will be to conduct
an annual All-India Cattle Show and to carry on activities connected with the
furtherance of cattle breeding. His Excellency the Viceroy will the Patron
in Chief.

* * * ™ "

Two thousand egg containers have been ordered by the Egg Trade through the. *

Agricultural Marketing Adviser to the Government of India. The containers
which have been designed by the Agricultural Marketing Adviser have been found
to be increasingly useful by the trade as they result in avoidance of wastage usually
incurred when eggs are packed in ordinary baskets. Eggs packed in baskets are
liable to breakage in transport to the extent of anywhere between 10 to 30 per
cent, whereas in the case of containers, the damage is under one per cent.

¥ * » N N

It is understood that the Imperial Council of Agricultural Research
have decided to make a handsome grant to the provinces to assist them in esta-
blishing Milk Recording Societies. The Punjab and United Provinces Govern-
ment inaugurated this scheme recently and are showing great interest in
the progress of the scheme. The object of the scheme is to establish a pedigree
system in cattle-breeding. If the scheme is well received, efforts will be made
to provide every village with a milk recording register.

* » * » *

' .The Standing Committees of the Indian Provincial Co-operative Banks Asso-
ciation and the All-India Co-operative Institutes' Association meet at Jubbalpore

in the first week of April 1939. The proceedings of the meeting will be published
in our next issue.
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Investment in Government and Trust Securities .. 36,14,000

WORKING CAPITAL EXCEEDS Rs. 1,10,00,000.

The Local Government have authorised the investment in this Bank of
the Provident Funds of the Employees of District and Local Boards
and Municipalities. Statements of the financial position of the Bank are
quarterly published by the Local Government in the Gazette.

Fixed, Current and Savings deposits accepted.

Bills collected and drafts issued on all important towns in Bihar and
Orissa.

Rules on application to the Secretary. *

THE MADRAS CO-OPERATIVE CENTRAL
LAND MORTGAGE BANK, LTD.

Khaleeli Mansions
MOUNT ROAD MADRAS
3 PER CENT DEBENTURES
Guaranteed by the The DEBENTURES are
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approved securities under the
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ing interest at 3 per cent per Irsurance Act, 1938. The
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investment.

DEEMABLE for the first 10
years from the date of issue

ISSUE PRICE 99% and a REDEMPTION FUND

The Principal of and the

Interest on these debentures
are guaranteed by the Gov-
ernment of Madras.

Brokerage at 2 Annas per cent will be paid to app

(SINKING FUND) will be
constituted to “pay off the
debentures on ‘maturity,

" Other particulars and qpplicaﬁon forms can be had Tfom the
SECRETARY, Khaledll. Mansions, Mount Road, Madras,
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