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A meeting of the Standing Committees of the Indian Provincial

TL,,_ Co-operative Banks’ Association and the All-India Co-operative Insti-

tutes’ Association was held at Jubbalpore on 8th April last. The pro-

: ceedings are published in full elsewhere in this issue of the Review.

Xm r 2 . N 3 S‘. The session was attended by members from many of the Provinces and

; ’ < some of the States. The Hon'ble Mr. Dwaraka Prasad Misra, Minister

for Co-operation in Central Provinces, could not be present but sent a

. ;? S"‘, 2 message of welcome and assured his support to the cause of co-opera-

¢ tion in the critical times we are passing through. Mr. C. C. Desai, the

Registrar of Co-operative Societies of the Central Provinces reiterated

the faith the Government had: “The more apparent the failure be-

comes, the deeper is our faith in co-operation as the solvent of econo-

mic ills and the more grim will our fight have to be to reach the desired

goal.” He referred in feeling terms to the crisis which had overtaken

the central banks in Berar which had been conipelled to acquire the

lands of borrowers who could not repay their dues to societies. There

were 57.000 acres thus acquired, most of which remained uncultivated

but on which land revenue had to be paid! He solicited the advice of
the co-operators assembled.

EDITORIAL NOTES

The President addressed the gathering and stressed the following
points: (1) while Provincial Governments deserved the thanks of co-
operators for their affirmation of faith in the.movement, no government
seemed to have any nation-building plan in which 'ég—op'ération was
given an integral place. Co-operation was looked u’pbn as an isolated
movement, and it was the duty of co-operators to press their claims and
place definite programmes before the governments; (2) thanks to the
classification of co-operative banks, the working of the Income-tax Act
affected them very adversely so far as profits from investments outside
co-operative business were concerned, e.g. in Government securities
which they were obliged to buy ; in fact more money was extracted out
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of them than even from commercial banks; the Finance Member of
the Government of India had promised to look into the matter and set
right the mistake in classification but it was our duty to press forward our
claim; (3) the acute crisis in Bihar where central banks and the Pro-
vincial Bank were not functioning and could not function unless the
Government came to the rescue and lent some money to co-operative
organisations to pay off the depositors and finance the members for
next cultivation season; (4) the impasse created by the purchase of
lands on a large scale by the banks in Berar. The government should
find some long term money by the issue of debentures through the
Provincial Bank and to let the lands to original owners or others on
hire purchase system as in Burma. There was general agreement on
almost all these points. Only, in Berar there was an official suggestion
that the lands acquired should be sold back by a system of lottery, for
which support was canvassed but not obtained, as no one seemed to
relish either the method or the possible consequences of such a scheme.

The members were requested to speak on the salient features of
recent developments in the Province or State which each represented.
An interesting and frank discussion ensued and there were some revela-
tions which would not find a place in administration reports. This took
a whole day, and the next day was devoted to the discussion of draft
resolutions which the President had been authorised to scrutinise and
bring up for discussion.

In addition to the vexed question of the disposal of lands in the
kands of co-operative banks, there were a few minor contentious mea-
sures. One which was debated upon but not pressed to division was
on the adoption of limited liability for credit societies. The President
was definitely of the view that unlimited liability should go and limited
liability should be given a serious trial. Some members opposed it on
the ground that one of the first principles of co-operation was at stake.
The representatives from Bengal were whole heartedly in favour of
limited liability. So was the Andhra representative. Some were luke-
warm, but the Punjab delegates were against, and Mr. Bashir Ahmed
Khan, the Secretary of the All-India Co-operative Institutes’ Associa-
tion, quoted the instance of Japan, which, he said, had changed over
from limited to unlimited liability recently. So far as we can see from
published reports, limited liability has in Japan been replaced far more
by guaranteed liability rather than by unlimited liability. The idea of
having one society for a group of villages and to make it really serve a
number of purposes found ready acceptance at the meeting. In such
circumstances there was really little warrant for unlimited liability.
However, the President thought it right not to press it to a division.
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There was a proposal to affiliate the Provincial Banks’ Association or the
All-India Co-operative Institutes’ Association to the International Con-
federation of Agriculture (Co-operative Section). Mr. A. G. Sherlekar
of Indore was authorised to find out the minimum subscription, etc. and
the subject will be brought up at the next meeting of the Standing
Committees which may be held sometime in October of this year.

THE MADRAS COMMITTEE OF ENQUIRY ON CO-OPERATION

The Government of Madras have appointed a Committee of En-
quiry, under the chairmanship of Sir T. Vijiaraghavachariar, to investi-
gate and report on the changes needed in the law and structure of
co-operative organisations and on audit, supervision and education and
all kindred questions. The number of members is rather large for an
expert body of enquiry, but apparently it has been prompted by the
desire to include all possible interests. The procedure that has been
followed in the constitution of the Committee and its deliberations is
somewhat novel. A Special Officer was appointed, an elaborate—
though not all comprehensive—questionnaire was framed and issued to
co-operators and replies were solicited months before the announcement
of the personnel of the Committee. The written answers to the ques-
tionnaire have been analysed and presented under different headings
in three bulky volumes for the benefit of the Committee. Very few
witnesses and practically none but experts have been called in to give
oral evidence. The members of the Committee were in the first
instance called upon by the Chairman to express their views on what
they considered the main defects in the movement and how they could
be set right. Several days were spent in such preliminary discussions
and the versatile Chairman with a rare generosity permitted the press
reporters to publish the proceedings though these were confined to the
members of the Committee and no one was orally examined for a num-
ber of days.

The public of Madras have by this time known the great diver-
sity of views among the members of the Committee, though on some
fundamental matters a clear majority of members think alike. After a
series of general, and somewhat rambling, discussions, the Committee
took up one specific issue after another and arrived at definite con-
clusions, some of them unanimously and others by a decisive majority.
We can refer only to a few important issues decided.

There was a motion that all villagers should be compelled to join
the village co-operative society which should cater to all wants of the
villagers. This idea of compulsion was not acceptable since most of
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the members felt that it was a negation of the first prin-
ciple of co-operation and it would tend to make co-operation
just a limb of the State. The feeling was also clear that a
co-operative society had its own limitations, that it could not attempt
all tasks, especially those that pertained to the statutory village
panchayats with powers to levy taxes and enforce regulations on all
citizens. There was a proposition that mortgage of land should be er-
mitted only to co-operative societies; but this was also negatived al; it
was felt that it would upset the existing rural economy and co-operation
could not fill the gap in the near future. On the question of the control
of moneylending, the Committee came to the conclusion that private
moneylending could not be dispensed with but there must be compul-

sory licensing of moneylenders and accounts should be maintai
: ntained
the model of the Punjab Act. -

.On the vital question of the reorganisation of primary co-operative
societies in villages we had the honour to submit a scheme which was
accepted with a slight amendment. I{ was agreed by the Committee
that : (]:) more societies should be organised so that everyone of the
?0,900 villages in the Province may have a co-operative society either
in 1tse1f or in the area of the group within which the village is included ;
(2) existing societies should be strengthened by the enrolment of m re,
members; (3) provision in the existing by-laws for joint purcha : d
other kinds of economic activities should be utilised more full t;e .
present; (4) agricultural credit societies should keep to thei}; l'aI'1 ac;
sphere and should not aim at competing either with land mortga eI{)nal:lacs
or with loan and sale societies; (5) the liability of a society if which
the primary object is the creation of funds to be lent to its me;nbers a:d
o'f \‘vhich the majority of members are agriculturists shall ordinarily b
hn‘nt'ed. But if in the opinion of the Registrar, having regard to i:)cael
opinion and other circumstances, unlimited liability is more suitable §
any society, the liability may be unlimited. ° e

The last clause was no doubt the most contentious. Some of th
members held that to drop unlimited liability would be to dro th :
c?ntral idea of Raiffeisen, and the spirit of mutual vigilance an}:l ) mos‘t
sion implied in it. The majority of the members agreed with SUPe!;"‘
it was ill understood and ill-enforced and it was an irritati ‘;15 . ét
was enforced, that it was a drag on the movement and shoul?ln ‘:/’ erle .
to limited liability with other safeguards, so as to give a chanil ? . a}:e
choice of better human material for managing thebsociety. In efa((:)tr itf :

multipurpose society to serve a wider area th, i
rp S0CH an a vill i
upon, limited liability becomes inevitable. 1Ree s agreed
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CO-OPERATIVE PROGRAMMES OF PROVINCIAL
GOVERNMENTS

Co-operators in India should be greatly touched by the profound
faith expressed by almost all the Provincial Governments in India in
the efficacy of Co-operation as the best agency to tackle the problems,
not only of rural credit but also of rural reconstruction, including the
development of cottage industries. It is not easy to retain faith after
such a breakdown of the movement in several provinces and the
collapse of it in a few. The policy of Ministers in charge of Co-opera-
tion to develop and reorganise societies is all the more praiseworthy in
such circumstances. But we feel that it is necessary for them to con-
sult fully the leaders and experienced workers in the field, before they
take up the active work of reorganisation.  This is exactly the object
for which the Madras Committee on Co-operation has been constituted.
The immediate incentive to development is the demand swelling in
volume for some form of organised credit in place of the moneylender
who has contracted or distorted his activities as a result of the debt-
relief measures, enacted already or actively considered. It is felt
everywhere that if in future the problem of credit should be more
easy of solution, it is necessary to promote thrift and earning power
of our agriculturists and save them from the exploitation by the trading
middlemen and from costly social evils which they cannot individually
escape. Hence the demand for a variety of societies, or societies each
with a variety of purposes. The Minister in Madras expects the
Committee of Enquiry to lay down “ how far co-operative societies can
be harnessed for the maximum good of the maximum number
of villagers at minimum cost.” The problem is easily stated, but the
solution is far from simple.

The Government of Bombay have a provision in their draft Debt
Relief Bill compelling debtors, whose debts have to be scaled down,
to join a co-operative resource society—which is the same as our credit
society—without whose permission there can be no alienation
of property of the would-be-member. So great is their faith in Co-
operation that even in places where there are no co-operative credit
or multipurpose societies, central banks are advised to finance through
their branches agriculturists on the pledge of produce by a novel system
of nominal membership on a voluntary basis. In a discussion on the
provisions of the Bill at a special Conference of Central Banks held
recently, (extracts from the proceedings of which are published in
this issue) some doubts were expressed on the feasibility of recovery
of such dues to a central institution. A suggestion was thrown out by
a prominent co-operator that Bombay might follow Madras by the
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organisation of independent loan and sale societies or credit societies
with limited liability over a wider area than is common. Judging from

the report we have of the Conference, no finality seems to have been
reached.

Of the Punjab, Mr. F. B. Wace, the Registrar, writes in the latest
Horace Plunkett Year Book as follows: “ Both the main political
parties have posed as the champion of the agriculturist and both have
promised him the millenium....... The Unionist Government has
shown every sympathy for the Co-operative Movement and has con-
tinued and even strengthened the support which the movement has
always received in this Province from Governments under the old
constitution.” He goes on to say that debt relief measures have un-
doubtedly had the effect of driving the non-agriculturist moneylender
out of business on a large scale, and this has led to an extended demand
for co-operative credit. Here lies an opportunity and also a great
danger. He holds that the ideal of ‘ one village one society ’ is * utopian
and dangerous’ and that careful selection of villages and of members
for each society is even more essential now because of the reduced
material security agriculturists can now offer, after the series of restric-

tions on alienation of land imposed by the State in their own inte-
rests.

The Government of the Central Provinces and Berar believe that,
in spite of ‘discouraging experience of the past’ the movement has
great potentialities for good and are determined to spare no efforts to
rehabilitate the Movement in Berar and other parts of the Provinces.
A bill is said to have been designed to check abuses, inculcate a sense
of responsibility in the Managing Committees and improve the working
of all organisations.

It is the Minister for Co-operation
Dr. Kailas Nath Katju, that has gone farthes
a new kind of village sociely with a multiplicity of functions—not
merely co-operative credit and trading but education, sanitation, civil
and criminal trials—not usually associated with co-operative societies.
Every village with 1000 or more inhabitants is to have a society in
which the head, or his deputy, of every family in the village will have
a place. The general body of members will discuss every ques-
tion and only the actual execution of certain duties will be left to a
working committee and a secretary to be chosen. Dr, Katju condemns
the system of election in the village panchayat, as it tends to make
voters forget the institution after the election fever is over. We wonder
whether a general body of 100 to 200 can function frequently without
any friction and discuss all sorts of questions without making

in the United Provinces
t in developing the idea of
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the working committee either too powerl'ess or too powerful.
Election and its evils are inescapable whether in a pancl?ayat or a a':,
operative society. The system of financing 'that Dr: Katju proposesbe
also objectionable from the co-operative point of view. There ;:an e
no compulsion under the co-operative system; there can be no levy 3
fees on every citizen whether he likes to become. a member or r:(})le.
Co-operation has all along been voluntary. That is why all over
world a fairly clear line.of division is drawn be.tween' voluntary r(;lo-
operative organisations and statutory local bodies with ne;l:es:,;a1 r’sg
coercive functions. It is better the two do no‘t enc}-oach on eac o eds
sphere. But Co-operators will revise their views if Dr. Katju succee
in his experiments.

HEALTH CO-OPERATIVES IN MADRAS

Elsewhere in this issue is pubzisgedltt}}:e Cschemea;)ii etheS o(:i(;\trie:smzxgxtx}:
of Madras for the organisation of Hea . o-oper: ve Soeties with
the object of providing on a voluntary bas'xs proper and a é; ste med

i arrying out preventive sanitary measures. kac y
Sv‘illlr;:\lstfe :r (Iieacst Ic')sr’)e gr‘nedical officer and a c.ompoux.'iderbanci1 a ‘mo&ie;‘:;:
ly equipped dispensary. The funds rec.;uu.'ed will lc:in der;;reeven in
members’ subscriptions \vlg}ich may bf z:zld ;;, Stt::lsc}z oBroards x even in

m grants by Governmen , .
lci:):(;:;l;u‘f;;ns fgxg'om out of the common gOO(.l fund of (;ther ccf)-cgser;\tgzg
societies and central banks. An initial capital experidxt;ret}fe mh;m;um
and an annual recurring expenditure of Rs.. 900.wou ee ¢ minimon
required for running a centre. One society is t?c ;etrv o
villages whereof at least 500 families may be e.xpec ed to ] n it paying

1-8-0 per annum in cash or an eqmvalen’f of it in ki ;

e Rs.M mbers get medical advice free at the dlspensary. .but will
o b . medicine at cost price and pay annas four per visit to the
e to‘ huy' wanted at home. All such income, which may not excefed
gZCtiroaf() eelrs year, will be credited to the funds of the society, wh;l;
thé d;ctorpwill be paid a salary of Rs. 50 per mensem ﬁnd Dti!:terioctthg'oztr o
smaller sums. It is expected that t%me Government, the district Boavds
and Central Banks will contribute in all Rs. 1,000, requlret o start
society in each of the promising. centre§. .The Gov.err:}rlnex:mr:hem tras
have already proposed to start eight societies, four in the o
four in the southern districts. The kf:'vovetl.'?n};i;xt t:x;e 5:1?; e

isati ieties utilisi

e OrgamSa;xozfjexzntszzlindia er rural reconstruction. It is also
e bl_’ tdee course. after a number of societies are form?d and are
fv:?rpl:i:legdv:rzll lio organi;e for a group of societies a Health Union for the
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provision of better medical aid, a clinical laboratory

etc,, and the pur-
chase of drugs in bulk.

The scheme is well conceived and we congratulate the Government
of Madras on the fine humanitarian policy as well as on the business
aspects of the project. We do not know how far our rural folk will
be ready to join the scheme without special propaganda. The terms on
which relief can be obtained cannot be said to be beyond the reach of
any but the extremely indigent, for whom no type of co-operation can
be devised. Payment in kind or in labour may not be easy to work
according to any specific by-law and may require a great deal of dis-
cretion on the part of the local authority. Where credit societies or
village panchayats are already working well and the proper atmosphere
has been created, these societies are bound to succeed, even as they
have succeeded so wonderfully in Yugoslavia. as was described in the
pages of this Review by Miss Margaret Digby. Already Poland and
Bulgaria have copied their neighbour. It is claimed that the peasant
members in these countries receive better medical service for one-third

f’f the cost of the ordinary private practice, while the doctors get larger
incomes.

In Japan though the movement b
to be, before she launched on the wa
carrying out health activities eithe
There are 200 hospitals owned by t

of Japan where farmers get advice and treatment at nine per cent of
their income while formerly they used to spend 28 per cent! Nearer
home, Bengal must be given the pride of place for the earliest organisa-
ti.on in the world of a type of health societies—the Anti-Malarial socie-
ties—of which there are nearly 1,000 registered, while there are at least
a 1,000 more unregistered. But the services rendered by these societies
are largely preventive and there is little or no medﬁical staff ; on!

quinine is supplied in the fever season. They are not said to be ’works-,-
ing quite so well now; there is not so much incentive to individual
effort and the support from the Government and local authorities and
the Union is slender. A reorganisation on the lines of the Madras

good. In a country where the r

Government are far from adequate to provide free meeji(::l;;C:lisz tfhe
all, and practitioners fight shy of setting up practice unaided in rurmi
areas, this voluntary and subsidised system of relief will greatly suppl:-

ment State relief and strengthen the feelings of self-respect and co-
operation among the rural community.

egan only in 1925 there were said
r with China, nearly 800 societies
r alone or with other functions,
hese societies in the rural districts

THE RESERVE BANK OF INDIA AND CO-OPERATIVE FINANCE
By

Tie Hox’sir V. Ramapas PaNTuLy,

President, Indian Provincial Co-operative Banks’ Association.
P

In their Statutory Report issued under section 55 (1) of the Reserve
Bank of India Act in December 1937, the Agricultural Credit Depart-
ment of the Bank explained the principles on which they would make
advances to co-operative banks, the conditions for grant of such advances,
and allied matters. That Report is now followed up by two circulars,
one dated the 14th May 1938 and the other the 12th June 1939. The first
deals with the procedure to be followed for obtaining financial accommo-
dation from the Reserve Bank and the second with the reorganisation
of the Co-operative Movement on banking lines. They are of far-reach-
ing importance to the future development of the Co-operative Credit
Movement in India and deserve the careful consideration of co-opera-
tors in general and the provincial and central co-operative banks in
particular. Paragraps 37 and 38 of the Statutory Report and the two
circulars referred to are reproduced in this issue of the Review. I pro-
pose to deal with the main subjects discussed in these documents under
the following heads: (1) Investment of their funds by co-operative
banks; (2) Forms of financial accommodation by the Reserve Bank;
(3) Conditions to he satisfied for obtaining financial accommodation from
the Reserve Bank ; and (4) Remittance transfer facilities.

Before I proceed to deal with the subjects mentioned above,
I would like to point out that the Reserve Bank of India should have
consulted the Indian Provincial Co-operative Banks’ Association or
placed themselves in touch with the provincial co-operative banks in
the various provinces and elicited their views on the proposals em-
bodied in the circulars. If they had done so and discussed with them
any points of difference that such consultation might have disclosed,
I feel sure that the Reserve Bank would have made certain modifications,
specially in regard to some of the comments made by them in the cir-
culars about the position of co-operative banks and their methods of
working which, in more than one instance, seem to be inaccurate and
likely to convey erroneous impressions to those who have no first-hand
knowledge of the working of the co-operative banks.!

1. Let me mention a few instances: (1) A complaint is made in the circular
dated the 12th June 1939 that co-operative banks take no steps to prepare any
accurate estimates of their bad and doubtful debts. From my personal experience

2
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and knowledge, I can say that this statem
banks in Bombay and Madras are concer
graph 14 of the circular regarding the pr

ent is not correct. gt least so far ag the
ned. Again the proposals made in para-
ovision against bad and doubtful debts do
suggested in that paragraph. (2) There is
tion in para-
the Reserve
wned funds of

graph 16 on capitalising of interest. In any case, 1 do not think that
Bank is justified in stating that this leads to undue inflation of the o
co-operative banks, making it difficult to 8uage the real position about the propor-
tion of owned capital to borrowings. (3) The proposals contained in paragraph 17
regarding the spread between the borrowing and lending rates of co-operative
banks, if given effect to, will result j i

In a substantial enhancement of the le
rates to the ultimate borrowers, which js against the trend of co-
in most provinces. Co-operative banks do a

and determine the range of this spread wi
The advice of the Reserve Bank abouyt the
for periods longer than an year or two at th
in practice. In the case of central banks w
ing loans which have become frozen, the advice of the Resery
In this connection it may be pointed out that Mr. Darling,
provinces in connection with the prelimin
opening of the Agricultural Credit Depart incial and contra)
banks to strengthen their long term resour i

term deposits, I believe, specially in view of the need to ¢
due outstandings of those banks. These are only
on which the Reserve Bank might have profit
Indian Provincial Co-aperative Banks’ Associatio
banks, before making adverse comments on ex
which no systematic or exten
cultural Credit Department,

hich have to cover their olg outstand-

e Bank ig unsound.

who went round the
ary investigations conducted before the

over the frozen over.
a few among many other matters
ably elicited the opinion of the
n and the provineia] co-operative

ISHng systems of working, ybout
sive enquiries seem to have been made by the Agri-
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to punctually meet their demand and time liabilities, t}‘meir.responzll:ﬁxtii
to maintain adequate fluid resources {o meet these obhgat.lons an.t gts
duty to promptly satisfy the credit requirer'ne‘nts of their const;x ?ethe
are almost akin to those of well-regulated joint stock banlfs: L
same time, it must ke realised that there is much less elast1c1‘t3'r 'm 1; i
financial operations of co-operative banks, as there are no faci)hni; e:;
the negotiation and discounting of agricultural paper held by d,
while their borrowing power is strictly proportioned to their ol\:m(f.n
capital. Moreover, vicissitudes of seasons and consequent (?efaur; uxl-
repayments by borrowers, which arc of common occurrence n'\ agb o
tural credit, have a greater reaction on the ﬁnflnces of F-q—operatxve ‘ a e
than of joint stock banks: and the proporno‘n of frlgld' lmo_neslr’e:e >
operative banks is comparative}y laldx'cgl;at .a;’:dt ;vxtllllex;c;ses::;i:rn‘;?m ase in
ic adversity. In a io :
Zf atrl.lsei:foffg?(t);: co-operative banks are charged with‘ the dutyhofnti;sci
tributing their resources among thousands of small cllxltnlzatorstwito peed
accommodation, “ thinning out " ;s M: 'Wo%ﬁ g;jé)in:a;rs;a%usi rf;ce e
oney) collected, sending it in rills , 50
ilt::aritri(;;tirzn nia)y be perfect and reach every ro?t t(? be v(;rar‘:ic:.s
These are functions which no joint stock b.ank ord}narxly unde 2 th,;
The peculiarity of the structure of ;o-opheratntze cref&d:; :olci;e];ilﬁiyar‘;f e
i rantee incidental to the charagter o ity
::]rii)::: S:u:heir best, are helpful only in so far as they facilitate 312;
dispensing of credit and collection of dues. "I‘hey‘do .ncft carry uieminﬁ-
further. The co-operative principles have, in my opxmon,.a n;:) ot
mate bearing on the productive empl?yment by co-.oper;tl've a:urces
their capital than on the methods of 1‘a1§1ng and banl::mg g Ielxl: rzsr > con-.
The vital question therefore with whlch‘ f:o-o.peratwe banks e con
fronted is the latitude they enjoy in ths 1:1’;1}15;tl(;):pziitt};e;rngeslzzics f,rom
i i inar ankin
- Whlc};nfs?alzfgs;:ss OfIt ?:?111 beyan ideal state of things if f{om these
Secondaryt(});g' are able 'to meet 2all the capital needs of the agricul?urists.
;f;xszst;rfs;ds lzroadly speaking fall under two heads: one is provi:orfl for
a fluctuating accommodation to meet the expenses of workmgh t e a:(r)r-l
—the short and intermediate loans fall under this head ; the other isp -
vision for substantial capital for freeing the farm 1.°rom heafvyhpr;o;:i
cumbrances and for general improvement and eqmpfnent ;) 1:I e aseries
the long term loans which are repayable fron? the savings o a} ongm TS
of years in small instalments falliun'der this head. I.am 1‘nt‘0(; :S .
agreement with the Reserve Bank's view that our credit s;cxe :leit, o &t
present constituted. should not dispense the latte.r form o c:tfef orél gt
ever desirable and necessary it may be to do so in order lt)o e
timate financial help to the peasant. The lan.d mortgage ban
suitable agency for dispensing long term credit.
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The Reserve Bank have given specific advice to the co-operative
central and provincial banks in regard to utilisation of their resources
for loans and advances to be made for short and intermediate purposes.

The ratios in which the funds are to be invested are thus set out in the
circular dated 12th June 1939 :

(a) Loans and advances 50 to 55 p. c.
(b) Investment in liquid form (Government Secu-
rities and Treasury Bills)?2

30t0d0p.c.
(¢) Cash

10 p. c.

The Reserve Bank, however, have not indicated anywhere in their
circulars what margin they consider will be necessary between the
borrowing and lending rates of these banks, in order to be able to work
on the basis of limiting their advances and loans to 50 to 55 per cent of
their deposits and of investing remaining funds in gilt-edged securities
and cash. In the province of Madras, the average borrowing rate of the
co-operative financing banks is now three per cent and their average
lending rate to societies is five per cent. In fact, these are the general
rates now obtaining. There has been for some years past a growing
demand from co-operators to reduce the lending rate to the borrowers.
Some years ago, our lending rate to the members of societies, that is the
ultimate borrowers, was two pies in the rupee or 12% per cent. We
brought it down to 1% pies in the rupee or 93 per cent. Later the
rate was reduced to 1 1/5 pies in the rupee or 7% per cent. But there
is a universal demand, almost irresistible, to bring it down to one pie in
the rupee or 6% per cent. This is the highest rate of interest allowed to
be charged to agriculturists by moneylenders under the Madras Agri-
culturists’ Relief Act. It will be obviously impossible for co-operative
credit societies to charge a rate higher than that permitted to be charg-
ed by moneylenders. So any scheme of co-operative credit in this pro-
vince must take note of the fact that the ultimate borrowers cannot be

2. It is said that the Reserve Bank in their proposals for the reform of banking
law recommended that the joint stock banks should invest 30 per ce

nt of their
deposits in gilt-edged securities instead of the 30 to 40 per cent recommended for

the co-operative banks. What is the reason for this differentiation? Is it because
the Reserve Bank consider that the co-operative banks can afford to invest a larger
percentage of their working funds in gilt-edges, the yield on which is not only low
but whose prices are liable to fluctuation which may result in capital loss or because
the Reserve Bank consider that the financial operations of the co-operative banks
being more hazardous than these of joint stock banks, the former must keep a larger
percentage in liquid investments irrespective of their ability to do so or not, or
because the Agricultural Credit Department and the Banking Department do not
collsborate in the matter of tendering their expert advice to the co-operative banks
and joint stock banks, respectively ?
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charged more than 6% per cent. The proportions of the resourcgs a:lf
the co-operative banks prescribed for investment by .the Reserve "
as stated above cannot, in my opinion, be‘adopted without referellxce >
the borrowing and lending rates, the margin of p.roﬁt and other re Fvax:o
considerations which vary from province t.o province and f.rom n;ix:n
region in the same province. On the basis that co-operative ba gay
three per cent on their deposits and lend 50 per cent. thc?re?f at ve
per cent to constituent societies and invest 40 per cen? in liquid selciurx-
ties which fetch on an average three per cent, we arrive at the follow-
ing figures: —

Interest receivable.

Rs. 50 lent at 5 per cent will fetch Rs. 2-8
Rs. 40 invested at 3 per cent win fetch .. RsN 11-.2
Rs. 10 cash il
Rs. 3-7

Interest payable Rs. 3_2
Margin® Rs. ?_’i

No allowance is made for depreciation in the value of gilt-edged
securities and the assumption of three per cent yield on the 49 per
cent of liquid investments errs, if at all, on the side of over-estimate
and not under-estimate.

1 have worked out figures for the 32 central‘banks in the province
of Madras for the year 1937-38 on the above ‘basm, as suggested b_y the
Reserve Bank of India. The result is shown in a tabulated form in the

mpanying statement. It will be seen from the §tatement that very
accob:nks will be able to meet their normal expenditure from the mar-
ﬂ?w It is needless to point out that nothing will be left to pay a dividenld
:\L:n at four per cent to their sharehold.ers after meeting their gxpendx-
ture. It will also be seen that no provision can be madfa for adding any-
thing to the statutory reserve fund in accordance with the practlce-
hitherto followed by these banks. It therefore appe:-?rs to r'ne that the
advice of the Reserve Bank in regard to the proportion of 1nvestfnents
in loans, gilt-edged securities and cash will not work, at any rate, in t:i

revince of Madras. Without the balance sheets of other provinc
::nd central banks, it will not be possible for me to state how far they
will work in other provinces. My own impression is that .the schemle1
will not work anywhere. The joint stock banks work with a muc

3. If the proportion of 55 per cent of loans and 35 per cent of liquid investments
is taken, the margin will be 0-8, and it makes no difference.



218 THE INpIan Co-0PERATIVE Review

higher difference between thejy borrowing rate,
of interest paid by them on thejr deposits, and the rate of interest charg-
ed by them on thejr loans and advances. These and other relevant con-

that is to say the rate

The co-operative banks are now workin,
They are required to maintain fluid resource
by Provincial Governments, Ip the provine

g on differeng methods.
S on standards prescribed
e of Madras centraj banks

(.?) Forms of financial accommeodation by the
The cireular dated the 14th May 1938 states tha

tion to which the ¢o-operative banks may be
following heads —

@) Loans or advances agai Vi e
gainst Go ernment iti i
k * ‘ Nt securities for periods n,t

(ii) Discounting of treasury bills,

Reserve Bank,—
t financial accommoda-
eligible fa)) under the

(i) Loans and advances against a
pprov
Mmortgage banks, which are declared tryustee ities, e o ond

that the debentures are readily marketable.
(iv) Loans and advances for periods no
bromissory notes of approved co-
endorsed by Provincial Co-g i
perative i
€rops ; or rediscount of such Promissory n i f‘)f o g ceting of

0 goods which have been assigned or
overdrafis granted by

the provinei
proved marketing or warehq provincial

Use societjes,

standards .

der current deposi i
Provincial Bank). Postis (0 pe.in the case of the

25 p.c. of savings deposits,
50 p.c. of undrawn cash credits,
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(v) Occasional advances for a maximum period not exceeding ninety days
against promissory notes of central co-operative banks endorsed by provincial
co-~operative banks and drawn for marketing of crops; or rediscount of such
promissory notes maturing within nine months.

These items constitute virtually a reproduction of the provisions of
section 17 of the Reserve Bank of India Act, so far as they relate to
rural credit. The interpretation placed by the Reserve Bank on these
provisions practically rules out their applicability to co-operative banks,
The expressions, “ maturing within nine months” and “ documents of
title to goods” occurring in the relevant portions of section 17 exclude
the demand promissory notes and documents relating to produce against
which loans are advanced by co-operative societies. What the Reserve
Bank want are usance bills, that is to say, promissory notes or bills
drawn for purposes of finance for seasonal agricultural operations or for
marketing of crops which have a fired maturity, or documents of title
to goods which have been assigned or pledged as security for cash cre-
dits or overdrafts granted by provincial co-operative banks to approved
marketing or warehouse societies. Very few co-operative banks may be
able to offer these forms of securities. Demand promissory notes are
much more common than usance bills. In practice demand promissory
notes are considered more safe, for a demand for repayment of a loan can
be made as soon as the dehtor's financial position shows signs of deterio-
ration without waiting for the fixed maturity. The procedure of issuing
negotiable warchouse certificates has not yet been adopted in the pro-
vince of Madras, and marketing societies obtain their finances from
central banks much in the same way as crop loan and sale societies, that
is tc say, by executing promissory notes in favour of central banks either
for loans or cash credit accommodation, It will take time to introduce
usance bills and warehouse receipts in co-operative societies, So long
as the Reserve Bank are not prepared to advance to provincial banks
loans on the security of promissory notes of central banks backed by
primary societies’ pronotes, fixing a time limit, if necessary, for the cur-
rency of such loans. the promised financial accommodation amounts to
very little.

Advances on the security of debentures of land mortgage banks are
hedged by a difficult condition that they should be “ readily market-
able”” What test the Reserve Bank will apply to satisfy whether the
condition is fulfilled is not clear. These debentures are rarely quoted
on the stock exchanges and large investors like insurance companies
treat them as fixed investments for their currency.

(3) Conditions to be satisfied for obtaining financial accommoda-
tion from the Reserve Bank.—The Reserve Bank lay down certain con-
ditions to be observed by the co-operative banks in order to obtain finan-
cial accommodation. These conditions are: (a) deposit of certain bal-
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ances with the Reserve Bank ; (b) submission of periodical statements;
(c) preparation and furnishing of balance sheets in prescribeq form ;
and (d) inspection of Co-operative banks by the Reserve Bank.

(@) Deposit of certain balances with the Reserve Bank.—The
Provincial Banks are asked to maintain with the Reserye Bank balances
equal to 2% per cent of their demand labilities and 1 per cent of their
time liabilities. Thege percentages are exactly half the standards pre-
scribed for scheduled banks under section 42 (1) of the Reserve Bank
of India Act. It may be conceded that it is legally permissible for the
Reserve Bank to ask for such deposits, as there is nothing in the Act to
prevent the Reserve Bank from prescribing this as a condition of financ-
ing; but it must he said that it involves a distinct departure from the
policy underlying the Act. The non-mention of the Provincial co-opera-
tive banks in section 42 (1) may be taken to he an indication that the
intention of the Act is to exempt them from the provisions of the sec-

(b) Submission of periodical statements.—Section 44 of the Re-
serve Bank of India Act lays down that the Reserve Bank may require
any provincial co-operative bank, with which it has any transactions

of section 42 shall apply so far as may be to such co-operative bank ag if
it were a scheduled bank.$ The provineial banks are now submitting

5. Vide Report of the Joint Select Committee, dated November 16, 1933 on
Clause 43-B: “We considered whether provincial co-operative banks should be

India and bank notes,
(c) the amounts held in Ingia in
respectively,

(d) the amounts of advances made and of bills discounteq in India,
pectively, and

rupee coin and subsidiary coin,

res-
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all the returns required under sub-section (2) of section 42 referred to
above, and in my opinion, it is not necessary for the Reserve Bank to
call for any other statement,

(¢) Preparation and furnishing of balance sheets in the pre-
seribed form.—The standard form of balance sheet suggested by the Re-
serve Bank is substantially the same as that hitherto submitted by the
co-operative banks to the Registrar of Co-operative Societies in the pro-
vince of Madras, Separate figures for deposits of primary societies and
central banks are required to be shown. Similarly, under loans separate
figures are required to be shown for overdues and bad and doubtful
debts. The balance sheets of the Madras Provincial Co-operative Bank
for the years 1937-38 and 1938-39 have been prepared in accordance
with the requirements laid down by the Reserve Bank.

(d) Inspection of co-operative banks by the Reserve Bank.—
There is no provision in the Reserve Bank of India Act for inspection of
co-operative banks by the Reserve Bank. The Registrar of Co-operative
Societies exercises general supervision and is also the auditor under the
Co-operative Sacieties Act, and through him certain periodical state-
ments such as quarterly financial statements are being submitted to the
Provincial Governments. In view of the above, it is unnecessary, in
my opinion, for the Reserve Bank to undertake inspection through their

to which it relates:

Provided that where the Bank is satisfied that the furnishing of weekly return
ander this sub-section is impracticable in the case of any scheduled bank by reason
of the geographical position of the bank and its branches, the Bank may require
such bank to furnish in lieu of a weekly return a monthly return to be despatched
not later than fourteen days after the end of the month to which it relates giving
the details specified in this sub-section in respect of such bank at the close of business
for the month.

(4) Any scheduled bank failing to comply with the provisions of sub-section (2)
shall be liable to pay to the Governor-General in Council or to the Bank, as the case
may be, or to each, a penalty of one hundred rupees for each day during which the
failure continues.

(5) The penalties imposed by sub-sections (3) and (4) shall be payable on de-
mand made by the Bank, and in the event of a refusal by the defaulting bank to pay
on such demand, may be levied by a direction of the principal Civil Court having
jurisdiction in the area where an office of the defaulting bank is situated, such
direction to be made only upon application made in this behalf to the Court by the
Governor-General in Council in the case of a failure to make a return under sub-
section (2) to the Governor-General in Council, or by the Bank with the previous
sanction of the Governor-General in Council in other cases,

3
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own staff. If, however, such inspection is desired by the Reserve Bank
in order to be in touch with the work of the Provincial Banks and to
give them helpful advice and guidance, the inspection must be done only

by officers of the superior rank, preferably by the Officer-in-charge of
the Agricultural Credit Department.

(4) Remittance transfer facilities.—In connection with the
maintaining of cash balances with the Reserve Bank, the Bank have
made the following provision: Where the headquarters of a provincial
co-operative bank or of a land mortgage bank are not situated at the
place where the Reserve Bank have their branches in the banking de-
partment, free remittance facilities will be provided for the maintenance
of this account (deposit balance). In regard to other remittance facili-
ties to co-operative banks, the cirevlar dated the 14th May 1938 says that
the question is being separately considered. The Madras Provincial Co-
operative Bank, (and I have no doubt other provincial banks too) urged
on the Reserve Bank that they should not withdraw the facHities which
have so far been enjoyed by the provincial and central banks, and which
the Imperial Bank of India had extended to them until the establishment
of the Reserve Bank. But it was explained by the authorities of the
Reserve Bank that‘the position had considerably changed since the
establishment of Provinecial Autonomy, as the financial arrange-
ments between the Central and Provincial Goyernments were now
different. It was therefore suggested that any concessions to co-opera-
tive banks should only come from the Provincial Governments by way
of subsidy or otherwise. It is however said that co-operative banks
would be charged the same rates as are now charged to scheduled
banks, and if the latter were given any other facilities such facilities
would also be extended to co-operative banks. It is understood that
scheduled banks are permitted to remit funds one
of Rs. 5,000 free of charge and this facility is bei
scheduled banks in carrying on remittance by
balances to the Reserve Bank, and subsquently
balances to the other local joint stock banks for o

this is so, there is no reason why this facility should not be given to the
provincial co-operative banks, who are now required to maintain free
balances with the Reserve Bank. As the Reserve Bank say in their cir-
cular that the whole question is under considera
pursue the matter further here.

e a week in multiples
ng utilised by several
siness by transfer of
all transfers of such
peration by drafts. If

tion, it is unnecessary tc

I hope that a special meeting of the Standing Committee of the
Indian Provincial Co-operative Banks’ Association will be convened tc
consider the circulars issued by the Agricultural Credit Department o
the Reserve Bank of India and to communicate to that Department the
considered opinion of the provincial hanks thereon.

Analysis of owned and borrowed capital and revenue position of Central Banks in the Madras Presidency based on the figures of

30th June 1938.
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4,715

11,859
11,135
10,233
32,980
13,008

1,065

2,193

4,804
2,205
3914
13,330

5,990

12,364
8,737

14,662
16,388
11,332
66,903

12,978

27,026
23,971
18,213
96,338
22,981
36,390
53,478
11,285
76,041
98,549

241672 4,838,762
1,01,592

114,527
373,631

. 130,434

Aska Central Bank.

546,285
377,718

22,30,099

2,153

7,583
6,881
29,435
10,003

14,999

18,939

6,471,877
492,245
. 26,03,730

Berhampore Central Bank ..
Chicacole C. C. Bank

2875
7,786

3,

167

3,561

8,152
16,089
10,004

Vidanagram1 C. C. Bank
Cocanada Dt. Bank

448

491

367

2,556

4,32,586
7,13,041

11,51,306

,534
2,70,468

lv
2,

6,21,120

4,132

8,

8,473

13,660

1,647
2,362

6,335

21,391
10,931

34,539

,507

. 1445342

9,

Ramachandrapuram C. Bk.

,0368

59,721

4,39,955

Amalapuram C. C. Bank

Rajahmundry C. C. Bank ..

1,012

10,063

4,786
21,986
29,250
13,579
29,528
4,722
21,562

11,107

85
466

3,799

605

6,716

4,096
14,744
20,201
11131
20,878

3,927
27,585
32,924
13,947
27,769
29,699
13,878
11,296

7,358

2,45,272
48,456

16,15,205

3,04,993

. 20,55,160
. 26,63,481
. 12,59,544
. 16,58,702
. 26,28,539

W. Godavari Dt. Bank

7,568

3,705

5,250
2,287
8,080
3,446
3,208
1845

65,625
32,656
33,603
67,557
22,561

475986 2187495

1,71,010
5,38,581

Krishna Co-op. Bank

161
570

255

359

1088534 46,603
11,20,121
376,628 2251911

Viziavada Co-op. Bank

6,970
5,776

61,372
97,256
36,439
37,652

Guntur Dt. Bank
Nellore Dt. Bank
Chittoor Dt. Bank

6,018

17,995

752,019

2,32,817
1,39,115

9,84,836
. 10,17,649

2909

26,356 8912 350

8,78,534

Cuddapah Dt. Bank
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5,747

11,705
22,358
17,258

86
195
722

1,465

1,185

2334

9,285
18,495
81

14,863
23,370

13,370

21,513
39,455
18,358
21,191
57,998
63,361
72,416
1,40,047

36,376
62,825
31,728
29,924
1,00,385
1,05,282

1,11,980

7,17,104
13,15,174

2,66,058
3,82,804
245,574
1,02,381

7,79,846

7,33,413

,162

9,
. 16,97,978

Hospet C. C. Bank

8,109

3,668

Anantapur Dt. Bank
Kurnool Dt. Bank
Madras Dt. Bank

4,172
3,

14,628

7,684

852

6,11,934
7,06,389
19,33,277
21,12,041
24,13,871

46,68,230

8,57,508
8,08,770
27,13,123
. 28,45,454
. 30,26,477
. 53,28,751
. 12,98,105
. 11,37,267

. 19,11,503

8,403
46,041
27,066
42,959
65,209
14,375
11,164
34,467
23,416
19,052
38,760
32,048
22,643

5,233
8,703
5,061

6,938
32,184

8,733
42,387
41,921
39,564
57,117
15,458
15,139
30,719
21,917

17,504

39,623
17.801
36,594
32,014
10,316

Conjeevaram C. C. Bank ..
Vellore C. C. Bank

Salem Dt. Bank
Coimbatore Dt. Bank

Malabar Dt. Bank

11,206

562

1,304

7,209
10,220

6,12,606

6,60,521

1,011

1,97,164

4,136

641

2,200
520

3,418

32,572
26,940
40,007
43,216
30,772
83,958
78,863
35,904

48,030
42,079
70,728
65,133
48,276

10,85,732
1,36,654

212,373

5,080

12359

2,558
14,819

6,406
19,128
18,901
14,348
32,270
24,837
19,817

8,98,029

13,33,577

2,39,238

S. Canara C. C. Bank
S. Arcot C. C. Bank

$5,77,926
3,19,832

5,014
5493
7,690
11,627
7397

1,642

2,873

3,900

14,40,527

10,25,742

17,60,359

Kumbakonam C. C. Bank ..
Tanjore C. C. Bank

804

1,016

2,79,003

. 13,04,745
. 36,93,361
. 33,22,481

. 16,27,619

5,474
6,913

52,696
44,069
24,318

894,748 27,98,613

693,706 26,28,775

Trichinopoly Dt. Bank
Madura Dt. Bank

298

1,22,932

2,566

60,222
21,257

11,96,787

430,832

Tinnevelly Dt. Bank

3,555

6,107

914

3,804 1,389

8,923

12,334

163353 411148

Bkg. Union ,. 5,74,501

Srivilliputur

MULTI-PURPOSE CO-OPERATIVE SOCIETIES

A SCHEME FOR LOCAL SELF-GOVERNMENT IN RURAL AREAS

By

Tue Hon. Dr. KaiLasy Natd Karsu, M.A,, LL.D.
Minister for Justice and Development, United Provinces.

Public attention has been widely drawn to the urgent necessity o
effecting large improvements in the countryside. It is now realisec
that villages have been neglected and the conditions prevailing there ar:
wretched and miserable. District Boards have not penetrated the
village. Their activities have mainly been confined to communication:
in the district, advancement of education and public health and sucl
other activities dealing with the district as a whole. The interior of the
village, it would seem, has almost been of no concern of the Distric
Board. It has, furthermore, done little or nothing towards the ameliora:
tion of the economic condition of the villager. Here and there a Distric
Board may have established a seed store ; otherwise it has not attempt
ed to deal in the slightest degree with the vital problems of productior
and marketing or with the encouragement and development of cottage
industries in the rural areas.

The need for rural development and rural reconstruction has beer
recognised, and practically in all the provinces schemes, ambitious o1
modest, have been formulated for achieving progress in this direction.
With the same object in view it is considered desirable to establish loca
self-governing institutions in the villages. It is felt that these institutions
springing as they would in the village itself, will evoke both local res.
ponse and local co-operation and also give scope to local initiative, anc
will therefore prove an efficient instrument for the political educatior
of the villager in the art of self-government as well as for the improve.
ment of his environment ; and it is generally held that this object will be
attained by the establishment of Panchayats on a very extensive scale.
It is also thought that inasmuch as the Panchayat is an ancient institu-
tion suited to the genius of the people, it will appeal to the villager and
will be an effective agency for the execution of progressive schemes.
One accordingly reads reports in newspapers that legislation for the
establishment of these Panchayats in the rural areas has been enacted
or is being undertaken in many provinces and also in several Indian
States. I am not very familiar with the lines on which these Pancha-
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yats are proposed to be constituted, but it seems to me that the method
most commonly favoured is that of election. The Panchayats, speaking
broadly, are to be modelled on our existing municipal institutions. The
franchise may undoubtedly be wider ; the Panches may be elected by a
process of adult suffrage, but in substance the machinery will be the
same. The Panches will be elected for a term of years and the Pancha-
yat so constituted will be a body of persons having both executive and
taxing authority. It will have obligatory as well as discretionary

powers, It will have funds of its own, and it may add to these funds
by a little local taxation.

I do not propose to dwell at any length on the merits or demerits
of this system of local self-government. Nor do I wish to emphasise
that elections may, in conceivable circumstances, lead to friction and

to rivalry and instead of promoting peace and harmony in the village
may end in discord and corruption.

I wish, however, to emphasise strongly two aspects of this problem.
One is that representative government is a device which need only be
adopted where it may not be possible, owing to the largeness of the
number of people living in a particular area, to entrust the conduct of
the administration of local affairs to the pcople themselves, individually
and collectively. Where by reason of the smallness of their number it
may be feasible for the village community to administer its own affairs
directly and efficiently, every one will, I think, admit that that would
be the best possible method of local self-government. One of the banes
of representative institutions is the danger of lack of contact between
the electors and their representatives. Everybody recognises the neces-
sity of the individual citizen or resident of a local area taking a keen
and continuous interest in local affairs so that there may be constant
play of healthy public opinion to guide and influence the action and
policies of the elected representatives of the community. But every-
where it is found that the ideal is never attained ; and so far as India
is concerned, if past experience is to be of any value, one must admit
that much is left to be desired. The electors lcave the administration

of local affairs very much to their representatives and only seem to wake
up at the time of periodical elections.

The second point which to my mind is of vital importance is the
fundamental difference in the needs of a village community as compared
to the needs of the residents of an urban area. Local self-governing in-
stitutions of urban areas, be they large or small, be they municipal boards
or notified area committees, are largely concerned with providing well-
recognised amenities for the benefit of the residents—a good drainage
system, supply of pure drinking water, good roads; efficient system of
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lighting; markets; slaughter houses; parks and recreation grounds.
Added to all that is the duty of providing for elementary education to the
children living within the limits of the municipality. With the economic
condition of the residents municipal boards, as such, have no direct con-
cern ; and indeed the occupations of the residents in urban areas are so
diverse that it is impossible for any municipal board to make any spe-
cial endeavour for their betterment. On the other hand, the village
community in a rural area, in spite of its seeming disintegration, posses-
ses real unity. The members are engaged only in one particular pur-
suit, viz., agriculture and its allied industries. Their needs in so far as
amenities in the abadi itself are concerned, are few indeed. Unless a
village is hopelessly congested there is plenty of fresh air and facilities
for supply of pure water for drinking purposes either exist or can be
easily arranged. Improvement and development of a village, as we
understand them in the sense of an urban area depend largely on consi-
derations of improvement of the economic condition of the villagers, and
moreover do not need any similar continuous attention. If rural deve-
lopment only means widening of village lanes, sinking of a few wells and
the opening of ventilators in houses, the whole task can be performed, if
some funds are available, within a few months. But as I visualise it,
rural development consists in a sensible and indeed considerable increase
of the wealth of the individual villager by effecting improvement in
methods of production and of marketing and by the development of cot-
tage industries. If the wealth of the village community increases I have
no doubt that living conditions will also become better and amenities
will follow in the wake of prosperity.

Then there is another essential consideration. For effecting improve-
ments in the abedi of a village the machinery of a panchayat periodically
elected may prove effective, because for making such improvements the
continuous interest and co-operation of individual villagers is not a desi-
deratum, but if you wish to effect considerable improvement in agricul-
ture, if you wish to induce the villager to adopt methods for better farm-
ing so that his production may increase, and if you want him to take to
organised and rational methods of marketing so that he may get proper
prices for his produce, that is not definitely in my judgment a task which
can be performed by a panchayat consisting of a few individuals ; it will
require the ready and willing and continuous personal co-operation of
each single villager. You have to convince every cultivator that what is
proposed is for his good, that the methods which he follows are anitiquated
and should be abandoned in favour of other methods ; he will have to be
persuaded ; his assent, and intelligent assent, will have to be won by
personal appeal to him either individually or through an organisation
of which he himself is a member. If we consider the problem of the
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village from this point of view it will, I am sure, be apparent that we
should explore other methods of establishing local self-governing institu-
tions in the rural areas, and I suggest that an efficient and practical and
useful method would be the co-operative method. It is a matter of pro-
found regret that up till now the activities of the Co-operative Depart-
ment have become synonymous with the application of the co-operative
principle to one particular form of activity, viz., provision of cheap credit
for the villager. Further even this limited activity has been carried on
under the aegis of an official department. It is small wonder that co-
operation has not appealed strongly during all these years to non-official
workers. But things have now changed. With the advent of provincial
autonomy there can be no difficulty about expanding the activities of the
department on absolutely national lines and to organise the whole of the
countryside by the pursuit of co-operative methods.

I may sum up in a few words what I have suggested above as the
essential requisites of a self-governing organisation in the rural area ;
firstly, it should be an organisation of which practically every villager 1;
a member an¢ :n which he himself takes an intelligent interest; and
secondly, that organisation should look after the life of the village’com-
munity as a whole and should not confine itself to the mere requirements
of the abadi ; i.e., it should try to serve all their needs. As 1 said else-

w.here, it should undertake to look after the villager, the resident of the
village, from his cradle down to the end of his days.

I suggest that the above two essential requirements will be complete-
ly met by the organisation of multi-purpose co-operative societies in vil-
lage§ with a population not exceeding 12 to 15 hundred souls each. I do
not impose any minimum limit ; but a maximum limit is necessa.ry be-
cause the society must be so constituted as not to become unwieldy and
impractical by the mere size of the number of its members. ¢

.The constitution of this multi-purpose society should be based on each
family in the village as a unit. In my opinion, the family even now i
broadly considered to be a unit in the life of a village communit 'I‘hlS
villager goes by houses. If you ask him as to the i :
more often than not he will not give you the number of people residi
in the village ; he will say, “ We have so many houses—100 or 150l ”u‘lg
other words they have so many families in the village. For the cons’titzxrl
tion of our society we should therefore treat each house or family a \
unit, and each house should send one representative, or at least twoyif :ha
family is a very large one, to the society. This representative will no ;
mally be the head of the family, but in rare cases where the father of thr-
family, has become too old, he may be the younger brother oy :
Anyway, the family itself will be associated directly with the s:cii‘:;.

population of a village,
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With a maximum limit of about 200 or 250 houses or families in a village,
we may have a society (by ‘society’ I always mean a multi-purpose co-
operative society) consisting of about an equal number of members ; and
I think there should be no difficulty in such a body being quite business-
like in its methods. We know that each biradari has a panchayat of its
own. The biradari meets in full strength and then deliberates and comes
to conclusions and decisions. Therefore, I feel no difficulty in thinking
that a village society consisting of 200 or 250 members would be able to
deliberate upon matters of common interest to the villagers in every as-
pect of their life—economic, cultural or even political. Once such a
society is formed, then the conduct of its affairs should present no diffi-
culty. Each society will have its own rules and bye-laws and these will
provide for the conduct of its affairs, the procedure at the meetings of the
society, the power of the society to enforce its rules and bye-laws by ex-
pulsion or by inflicting punishment through fines and other methods.

This society should carry on all kinds of useful activities in the
village. It would have separate sections, each section looking after one
particular kind of work. One section would look after better farming,
another after marketing, a third after village industries, a fourth after
village sanitation, a fifth after the education of boys and girls, a sixth
after culture and village amusements, and so on. The society would
meet once a month or at longer or shorter intervals as may be decided
upon, and all questions of policy would be decided by the society itself.
Each villager will in this way have an opportunity of having his say in
all that concerns the improvement of the abadi of the village and about
methods of agricultural production, farming and marketing and also the
development of village industries.

The officials of the various nation-building departments, Agricul-
ture, Industries, Co-operative, Excise and Irrigation, will have an
opportunity of coming into contact with the village community as a
whole at the meetings of the society and of explaining either the policy
of the Government or the better and improved methods which will lead
to the improvement of the village in any particular direction. This is
in itself important because it is common experience that these officials
find it exceedingly difficult to meet the village as a whole and they
seldom get an opportunity to explain to or advise the villagers as to
what they should do for bettering their economic condition.

The constitution of the society in this way would do away with all
questions about method of election, direct or indirect, joint or separate,
and there would be no canvassing also in any shape or form. The
family will choose its own representative and a meeting of the society
will present an opportunity for all the villagers to come together and

should, I think promote peace and harmony in the village.
4
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For carrying out and executing its decisions the society should have

a working committee. This working committee may be called a
panchayat and should be elected every year. It should not be too large
in numbers; at the same time it should be sufficiently large to allow

" every caste, creed and calling to be represented on it. As a matter of
fact, to my knowledge, in numerous villages in the United Provinces
such societies have been established and it has been very pleasing to
find that the members of the societies of their own accord voluntarily
and without any outside persuasion have elected as their working com-
mittee members of all communities, Hindus, Mussalmans and Harijans
and the panches have worked together in a cordial manner. The panchayat
so elected will be answerable to the society for its conduct. At practi-
cally every meeting of the society it will report upon the work done
since the previous meeting and how the decisions of the society have
been carried out. The panchayat will have no funds of its own and wi
not lay down policies ; nor will it take decision on large questions, and™
I should therefore think that the objectionable features which one some-
times finds in notified area committees or even in larger bodies, would
be absent from the working of these panchayats.

The society will have funds of its own raised according to its rules
and bye-laws. This is a matter of detail to be adjusted in accordance
with local needs in different parts of the province, but I would broadly
suggest a minimum subscription for membership payable by each mem-
ber, no matter whether he is a zamindar or a tenant or a landless labourer,
residing in the village. The minimum may therefore be within the means
of the humblest resident of the village ; or the minimum may be of two
kinds—eight annas or one rupee per annum for a particular class and
four annas per annum for the members of the Harijan community. But
along with this minimum I would also recommend a provision in the rules
and bye-laws of the society prescribing payment of an extra sum by way
of subscription graduated according to the means of every member. If
the member is a Zamindar, he might pay a percentage ~ of his rent-roll of
the village plus the profits of his “ Sir ” and “ Khudkasht”. It may be
one or two per cent or more as the local situation may demand. Similarly
in the case of a tenant, there should be a percentage of his assumed pro-
fits from cultivation. I have noticed that some recommendations have
been made on the basis of the rent payable by a tenant. This would work
very harshly. The burden caused thereby will be the severest on the
poorest classes of the tenantiry. For instance, take the case of fixed-rate
tenants or occupancy tenants of old standing. The rent they pay is very
low, but their economic condition, comparatively speaking is much better
than that of other tenants. Highest rents are paid by sub-tenants or sta-
tutory tenants and their economic condition is correspondingly bad and
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any contribution based on a percentage of rents will bear very harshly
on these very poor people. I think, therefore, that the contribution by
the cultivator should be either on the basis of his assumed profits from
the cultivated land or on the number of ploughs or bullocks he has or
something which has direct relation to his economic condition.

In addition to these voluntary contributions I would also expect
that Government and or,_ strict Boards would make definite grants to
each society in the manner which I shall discuss later. In addition to
these fixed voluntary contributions from members to which I have refer-
red above the society’s bye-laws can easily provide for the imposition of
fines on members if they do not observe the rules and bye-laws of the
society and these fines will augment the funds of the society. Similarly
there will be fines imposed by judicial panchayats to which I shall refer
later.

I may also add, that from the experience that we have gained in the
U.P. during the last two years of the working of these societies on a large
scale, I find that the villagers have shown a perfect readiness—which has
been, I must confess an agreeable surprise to me—to contribute by spe-
cial subscriptions for works of village utility. The impression that I have
formed is that if you impose a tax on a villager and tell him that the
proceeds of the tax will be spent in the making of canals or in building
hospitals or any other large-scale project far removed from his view or
the view of the village, then he becomes suspicious and is a very un-
willing paymaster ; but if you tell him that the money shall be at his
disposal, shall be spent by him and may be devoted to objects from which
he himself will benefit in his daily life, such as village wells for drawing
water for drinking purposes or for irrigation purposes, widening of village
lanes, construction of by-paths and lanes connecting the village with
pucca roads or construction of Panchayat-Ghars, then, in spite of poverty
the villager will be prepared to contribute his mite and not only his
mite but to contribute generously. Therefore, I feel certain that if we
have a well-organised society functioning properly and honestly it will
never feel the want of funds for any object calculated to promote the
welfare and prosperity of the village.

We have formed many such societies, and particularly we have form-
ed a very large number of better living societies as a basis for multi-
purpose co-operative societies throughout all the districts of the U.P.
We have also said that for organised community life of the village it is
essenti~! that a society should have a habitation of its own where all the
villagers can meet every evening and discuss matters of interest, cele-
brate local festivals, have public entertainments and amusements, such as
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music and folk dance, village sports and siich other things ; and have a
place for holding their meetings, for the distribution of free medicines
and accommodation for a Kanya Pathshala and such other objects. The
response in regard to the erection of these Panchayat-Ghars has been
splendid, and I should think that when these societies, to which I am
referring in this note, are largely formed it will be found that each will
soon have its own Panchayat-Ghar. But wherever there may be a school
house existing in the village it may be convenient for the society to ac-
quire the school house from the Education Department or the District
Board for use as Panchayat-Ghar. The terms can easily be agreed upon,

and rooms may be added to the school-house by the society to provide for
all village necessities.

I need not emphasise once again that one of the primary and essential

functions of the society will be to promote better farming and better:

marketing. With this object in view it will arran
improved seeds, better agricultural implements and fertilisers and, if need
be, will establish a seed store of its own in the village. It will also look
after better marketing of the agricultural produce of i
also for the development of industries allied to agricultu
farming, gur and Khandsar making,

will be other cottage industries such

ge for the supply of

ts members and
re such as dairy-
and oil pressing. In addition, there

as spinning and weaving, wood work,
tanning etc. In short the function of the society will be to look after the

interests and welfare of the village community as a whole and not in sec-
tions. It will of course require credit for the due discharge of many of
its responsibilities. The primary object of the society on its credit see-
tion will be to raise funds to enable the society to carry on its functions
for the promotion of better farming and better marketing. It may keep
a village seed store as well as a store of improved agricultural impleme
and fertilisers and even some pairs of bullocks for the use of its members
and the money which may be required for this purpose it shall raise from
the solvent residents of the village as well as from outside co-operative
agencies such as the district and central co-operative banks. It is not
necessary to dwell at greater length on this aspect of the matter.

I indeed contemplate that so lon
prevails the society may ver
the rents of its members to t
on receipt of a rebate from
ries and expenses in realisi

g as the present zamindari system
y well enter into some arrangement to pay
he zamindar in a lump sum or in instalments
the zamindar for relieving him of all his wor.
ng them from each individual tenant.

It will now easily be realised that this society,
should prove an efficient and perfectly practical f
governing body and it will have the ore
help and co-operation of every residen

if it functions well,

orm of a local self-
ater merit of carrying with it the
t in the village,
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The question may arise : how are these societies to b.e forme(% and
when should they begin to function ? It may be said that if we wait for
all the families in the village to become members of such a so?xe'ty on a
voluntary basis we may have to wait either too long or such socn%tles may
in many cases never materialise, and we cannot afford to w.axt for an
indefinite period. I think this difficulty can be solved by a sun?le and
easy method. There is nothing to prevent any number of w.llagt‘ers
forming themselves into a society of this kind. They may be a.x minority
of the village community, but if we find that representatives of a
majority of the families resident in a village have formed themselve§ }nto
such a society, then we may have legislation to ensure that the (?QCISlO.hS
of such society will be binding on non-members also. What this majo-
rity should be is a mater of detail ; it may be two-thif-ds of all the fa.zml-
lies residing in the village or even 60 per cent. Discr.etxon should be given
to the Registrar of Co-operative Societies to ascertain beff)re he de'clares
that that enactment should come into force that the society co.nmsts of
the requisite majority of residents and that it is properly (?rgamsec.l and
that it may be trusted to look after the affairs of the village in a business-
like and impartial manner in the interest of the village as a whole. Not
only should the decisions be binding on members and non-members alike,
but any contribution which the society levies on its members .should alz.;o
become payable by non-members also. Non-members may, if they still
persist in their attitude of non-co-operation with the society, be left to
their own devices, but I dare say that when they find that they v.vill be
called upon to pay they would readily join the organisation so that they
may have a voice in its deliberations and before any dtacisions are taken.
Moreover I am convinced in my own mind that in this mat.ter example
will prove infectious, and once societies are formed in the nelghl?ourhood
and when the villagers find that by forming themselves into a society they
can get grants from the Government and distri.ct boards and the'y would
acquire self-governing powers, then there v&fﬂl be great readiness on
their part to form themselves also into a society so fhat' they may also
be the recipients of grants from the Government and district board§. Our
experience in many districts in the U. P. has been that.se’veral vxllagel:s
have applied to the District Rural Development Associations that their
villages should also be taken into rural development zones so that the
beneficent activities of the rural development associations may also be
commenced in their villages.

I think there should be a district-wise organisation of these ‘socie-
ties, taking the village society as a basis. There should be a union of
25-30 societies as may he decided upon after consideration of all the
circumstances. Each society should contribute to its union a fixed
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monthly sum which may be Re. 1 or Rs. 2 a month as the case may be.
Each society should send one representative to the union, and the union
would thus consist of representatives of all societies. There should be
a supervisor who would be the secretary of such a Union. We have
already got Supervisors in the Co-operative Department in charge of
25-30 co-operative societies. The duty of these Supervisors will be to
supervise the working of each society in the Union, such supervision
being mainly to see that the society’s accounts are properlyykept, that
it-is observing the rules and bye-laws and to keep a general eye on the
management of affairs by the society concerned. If he finds any irregu-
larity his duty will be to report that to the union. All the unions in a
district should be formed into a district co-operative federation, each
union sending a representative to the federation. Both the union and
the federation will deliberate upon matters of common interest either
to the union or to the federation ; they shall consider questions rels: g
to better farming, better marketing, development or cottage industries,
of common inter-union or inter-society interest and so on. Government
already provides a staff of Inspectors and Auditors for the supervision
of existing co-operative societies. I think Government should under-
take the responsibility of appointing inspectors and auditors in requisite
numbers for looking after these societies as they grow in numbers.
That should be a burden upon the Government, while the cost on
account of the salaries of the supervisors should be borne by the socie-
ties themselves or by the societies and district co-operative banks in
such shares as may be decided upon.

Government grants—and District Board grants—may be made
directly to a union, either earmarked for each society or to be distribut.
ed by the union among the societies or to several societies for inter-
society purposes. In this way Government will take an active share,

and the villagers will feel that the Government is doing something for
the welfare of each village.

Before I leave the aspect of organisation I may add that I contem-
plate that each village of any reasonable size should have its own society
but there may be very small villages, no better than large hamlets,
where it may be desirable to have a society for a group of two or three
villages with a total population of 50 to 100 houses,

Each village society should have a secretary. This person should
be selected for his outstanding zeal and spirit of service to his village
community. He should be secretary both of the society and of its work-
ing committee. I feel no doubt that as time passes a man possessing the
requisite ability and the requisite spirit of service would be found in
every village to serve as a secretary. He may either work in an honor-
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arycapacityor,ifnecessaryhemaybepaidasmallsalaryto?nable
him to find his food and clothing. I have spoken in many villages
throughout the U.P. about this matter. I have told the people that we
find in each village a lot of Sadhus, Pirs, etc., who are cheerfully sup-
ported by the villagers and if they find that if there is a man devoted to
them, and who sincerely seeks to serve them but if he is poor there
should be no difficulty and that they should readily feed him and clothe
him for his labours. The response that I have received to such a view
has been encouraging indeed.

In passing I may also note that it should be the duty of the. secre-
tary or the working committee to keep a register of all the fa.lmhes in
the village. As a matter of fact, in one village in the Fyzabad dlstmft I
found that the Secretary of the society had gone to the .length of keepm‘g
a register of all the inmates of the village thh full ?uuculam as to then‘
names, sex, age, caste and creed. A register like this kept on a province-
wide scale would be of invaluable assistance in census operations.

The society, as many have done already, should enrol scouts and
volunteers for purposes of social service in the village. Ma:ny
villages, I have noticed, have made arrangements f?r thg guarding
of their crops and for keeping watch and ward in the village 1tse.1f. For
purposes of better farming and organised profitable mketmg ?he
services of the patwari should also be utilised, and I think etxecutlve
instructions can issue directing the Patwaris to work as assxstant or
joint secretaries of these societies in so far as agricultural actxv.mes are
concerned. The Patwari can also render suitable assistance in other
directions.

Prevention of litigation in the village should be one of the primary
functions of these societies. In many villages. I. have heard the. bPast
that for years no case has gone to any court, c1yxl, reve{nu.e or criminal.
The societies can encourage recourse to arbitration, b.ut it is at the .same
time desirable that we should encourage the formatlfm o‘f small village
courts where petty litigation not amenable to arbltra}txog. should be
decided without any expense. The establishment of a ]udxc.lal Pancha-
yat for each village would be unnecessary. A sin.gle .vxllage is nc?t to .be
expected to provide a sufficient volume of litigation for a judicial
panchayat. I think for this purpose a group of villages should be con-
sidered to be a unit and a judicial or adalati Panchayat should be fom}-
ed for such a unit. Each society of the village forming part of t})e .ul.nt
should nominate two or three of its members to be part of this ]ud:\cml
panchayat. As far as possible, members of the working comxmft?e
should not be nominated for this purpose ; but there should be no rigid
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bar. If there is a man in whom the villagers have complete confidence,
then he may be nominated even though he may be a member of the
working committee. Supposing five societies form a unit; then there
would be ten persons as members of the judicial panchayat. The rule
should be that any dispute arising in any village should be referred by
the Sirpanch of the judicial panchayat to a bench of three panches,
ferably residing outside the village to which the disputants belong.
This would ensure complete impartiality on the part of the members of
the bench in deciding that particular dispute. Judicial panchayats
should exercise both civil and criminal powers. Petty criminal cases
should be referred to it for trial and civil cases of a simple description of
a small cause court nature should also be tried by them. The procedure
should be very simple and there should be power of revision in the case
of criminal cases by the Sub Divisional Officer and in the case of civil
cases by the munsif. }

pre-

This is, in bare outline, the scheme by which a co-operative society
can function as an almost perfect local self-governing institution in the
village and bring about its uplift and improvement in all possible direc-
tions. This note is not intended to be exhaustive. Many points of detail
have to be thought out carefully ; many gaps have to be fulfilled, and 1
am conscious that there is considerable room for improvement in the
scheme itself ; but the pivot of the whole plan is the attempt to induce
the villager to take an intelligent and continuous interest in the work-
ing out of his own salvation and that of his co-villagers.

RAIFFEISENISM AT HOME AND ABROAD

By

K. C. RaMakrisHNAN, M.A,,
University of Madras.

Institutions which thrive in one country do not take root in an-
other whose economic, political and social conditions are different.
Great ideas, however, are said to be missionary. The Rochdale model,
Dr. C. R. Fay says in his new book, suited many (though not all) coun-
tries virtually without change. But ‘ the co-operative credit of Germany
was more relative to time and place” He quotes Prof. Lavington of
Cambridge who wanted the economist to stress the industrial morale
of a nation more than its industrial organisation and illustrated it thus.
“The cartels of Germany, of which we talk so much are trivial in
importance compared with the tradition of sobriety, industry, thrift
and good faith, which would make any nation prosperous, whatever,
or almost whatever, its form of industrial organisation.” Dr. Fay goes
on to point out that in the latter half of the 19th century, the highest
common factor between German and English co-operators was their
“ resolute attachment to self-help. It was this which in Germany made
the unlimited liability of the credit bank a rock of strength and not
a dangerous sham ”.!

The early history of the Raiffeisen movement has been told by
many a writer on co-operation, but it is difficult to get in English one
connected account of the later stages up-to-date. An attempt is made
below to trace the fortunes of Raiffeisen societies in different
countries from a number of sources, each one dealing with a certain
stage and not all from the same point of view. Perhaps many of our
co-operators are not familiar with any but propagandist literature and
therefore they may be mildly shocked at the critical estimates made
by the writers cited below.

Characteristics of a Raiffeisen Society.—Let us first of all have an
authoritative statement of the main characteristics of a Raiffeisen
society. J. R. Cahill who made the most elaborate enquiry into agri-
cultural credit and co-operation in Germany for the Board of Agricul-

1. Co-operation At Home and Abroad, Vol. 11, p. 16,
$
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ture in Great Britain, just before the great War, sums up the main
features as follows : —2

1. Limitation of Area so as to secure mutual personal knowledge
on the part of members.

2. Low shares (Raiffeisen would not have any share capital but
the law of 1889 insisted on some).

Permanent indivisible Reserve Fund.

Unlimited Liability of the members.

Loans only for productive or provident purposes.
Loans only to members.

Credit for relatively long periods with facilities for repay-
ment by instalments.

- e ew

8. Determination every year by the members of the Maximum
Credit to individual members as well as of the total deposits
and loans that may be taken up by the Society.

9. Absence of profit-seeking ; the rate of dividend not to exceed
the rate of interest charged on loans.

10. Office-holders, with the exception of the Secretary, not to
be paid for services.

11. Promotion of the moral as well as material interest of mem-
bers; in particular the purchase of agricultural requisites  for
sale to members and the procuring of agricultural machines and
implements for letting on hire to members.

To this we should add

12. The voluntary character of the co-operative society and
freedom from State aid or State control, which did not perhaps need
emphasis in the pre-war days when Cahill reported. For every one
took it for granted that the whole co-operative movement, producers’
as well as consumers’, was dominated from the beginning by the spirit
of self-help and mutual trust and discipline among members. But
departure from this voluntary principle, has become all too common,
after the war and especially after the economic depression, for us to
pass over this early outlook of Raiffeisen societies. It is with a view
to maintain this independence that local deposits from members and
non-members was so much sought after. More often than not, State
intervention began with State financial aid that was sought. The
State rarely took any initiative in organising any type of society in
the 19th century.

2. Report on Agricultural Credit and Co-operation in Germany, (1913) p. xv.
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¢ In Pre-War Germany.—Just before the War in 1914, all types of
credit societies in Germany had enrolled 25 per ceut of the peasant
proprietors. The power of the usurer was curtailed; he was no
Ionger considered a necessary evil. But, says a great historian, Clap-
ham, referring to the pre-war period, “it would be a mistake to use
vague ambitious phrases about the peasant living in an atmosphere of
co-operation or about co-operation having revolutionised the conditions
of peasant life........ Capitalist commerce and industry hastened to
offer him terms and wares, nearly, if not quite, so good as those which
co-operation could secure. This was from one point of view a co-ope-
rative triumph ; from another an indefinite postponement of a co-opera-
tive victory ”.* A German report on ‘ Want of Success in Co-operative
Credit and the Lessons to be learnt therefrom’ ascribed a number of
failures to “ the overgrowth and complex nature of the societies them-
selves. They had tended to become organisations for the transaction
of every conceivable undertaking connected with land and with
money, and their commitments were too wide flung.... The splendid
Raiffeisen scheme of village mutual benefit society was not only out-
run, but in danger of breaking up. Iis very success had led to its
extension into realms of trading and finance, where safeguards were
less easy to provide and vigilance too often demanded ”.4 There was
a call for closer inspection and supervision of societies. Here is a
lesson for our multi-purpose enthusiasts too.

Post-War Developments.—At the close of the War not half of the
holders of 45 acres and less had come into the movement. But there
was considerable expansion during the decade after the war. In 1928
there were in all 40,000 societies of which 21,000 were credit societies.
They had weathered the period of inflation and the still more difficult
times of rehabilitation of the German mark. But societies could get
little deposits again and had few other resources. The Raiffeisen Bank,
the financing agency, looked to the State for financial aid. The corner
could be turned only by a number of amalgamations and voluntary
liquidations of larger societies.’

Dr. Hoernigk, evidently of the Nazi party, has a fling at the co-
operatives—'a creation of the liberal economic system’—for their
seeking State aid. “ Although this much advertised independence was
unlimited in theory up to the present time, yet the history of the Ger-
man co-operative movement in the last decades has shown in practice

8. Economic Development of France and Germany, p. 226.
4. J. A. Venn. Foundations of Agricultural Economies, p. 323.
5. Ibid, p. 325,
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many deviations from this principle. State support and credit became
necessary and were forthcoming through the State found Prussian
(later German) co-operative bank, which led to a many sided State
influence on co-operative development—an outcome which in no

way corresponded to the ideals and objects of the founders
of the movement 7.8

In Nazi State—When Germany became a Fascist State after the
Nazi Revolution in 1933, the agricultural co-operative societies were
constituted into a section of the National Corporation of Agricultural
Affairs and were entrusted with certain definite functions by the Cor-
poration. Membership has been made compulsory of all producers in
certain types of societies, e.g., co-operative dairies. Last year the num-
ber of credit societies had declined to 18,000 ; but that is because of
the rationalisation of the co-operative credit system, which meant the

dissolution and amalgamation of societies.

But Dr. Hoernigk assures
us that efficiency has increased of the surviving societies. Many of them
have taken up trading activities with rene

wed energy. Deposits are
said to be pouring in to such an extent that societies feel the lack of
suitable outlets for investment. This is partly due to the limitations
imposed by the National Corporation on the objects for which loans
can be granted. Loans were until recently permitted only for the in-
crease of agricultural output. Now that there is a plethora of funds,

societies have been permitted to pay off prior debts, especially with
merchants, so as to reduce if not abolish multiple indebtedness, We are
told “ The (Nazi) State recognises unhesitatingly the need for co-opera-

tive work. But the fundamental principle of voluntaryism in the co-
operative constitution has been

maintained ; for it has been recognised
that otherwise no organisation based o
sibility can continue to exist.” The serious limitations, however on the

financial and organisational independence of co-operatives are pointed

out by Dr. Fay; (1) The State appoints the Directors of the National
and the Auditing Unions.

(2) The State is represented on all Boards
and Committees. (3) Co-operatives are assigned particular branches
of business and instructed to carry them out in a particular manner.
Any failure may be punished by liquidation. The auditing services are
expected to look into not only the financial soundness of the societies,
but their faithful execution of the policy of the State® Surely, this is
a travesty of voluntaryism.

n self-help and personal respon-

6. Horace Plunkett Year Book of Agricultural Co-operation, 1936, p. 336.
7. Horace Plunkett Year Book, 1939, pp. 256-64.

8. Co-operation at Home and Abroad, Vol. II, p. 505,
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‘ i the rural credit
.~ ¥n Fascist Italy.—In Italy, another Fascist State, ‘
_societies founded by Wollemborg and modelled on Raiffeisen have been

fulfilling an important role in agriculture for over 50 years. The popu-

lar banks of Luzzatti, though more akin to Schu!ze Delitsch type ;vearﬁ
helping the agriculturists with credit. The Fascist reﬁ dl;etc;:o ey
the co-operative societies but credit to get th.emselves te . ush
their federations to the Fascist National Instltutte of (?o-?peratlon.to lt:e
the co-operative popular banks and rural credit soc.:letxes.v;:er; o !
affiliated to national federations which were to be un.xted wﬁfrt e the;
rations of commercial banks also, while they were .dlvorced bt;mt c; 3;0
agricultural co-operative societies. The rural societies were x(al : u ou,t ”
in 1937 ; they had declined in number on accmfnt of the wefe mg Lo
weak societies. But they had 800 millions of liras as deposits (in a s
tion to capital and reserves) while their loans an?ounteduﬁcnlsftr to 20
million liras (= £560 millions). In fact tht.ey are said to suffer ! c;m "
competition of loans granted by the State itself, and by the su:g.y :irlxl
marketing societies. Some radical changes have bee.n mtrodu(’:rh in £
rural banks—partly as a result of a Royal decrefa in 1937. e rur
banks are now known as ‘rural and artisan banks’ and they are to prol;
vide credit for artisans as well as farmers. They may be form;eed wit
unlimited liability or limited liability; in the latter case, memmr:. are
liable to be called upon to repay the debts of the somety.r .up t.o lm:'i
the value of the shares they hold. What is more surpr'xsmg 1§ a cfx: 1-
co-operative society is that these banks-are to rega.rd it as ; :}ir ::e
tion to supply credit to farmers and ar.tlsans, even if some o o erfx are
non-members. Precedence, of course, is to be given to menfx t;s ,t o
non-members cannot be granted more than 4(! per cent o1 e to
amount of loans. The banks have been aut%u‘msed to supply to mem-
bers agricultural machinery and other requxsx.tes and to act asl.repre-
sentatives of societies or institutions for the insurance f’f thef“{{e :3

tock or the products of farms. A Natlona.l Institute of Rur:
g:isshas been established for purposes of education, propaganda and
supervision.?

Ireland.—In Ireland, more noted for agricultural' co-op.era.tion than
Great Britain, credit societies were organised on strict Raiffeisen pnﬁ;
ciples with unlimited liability. Sir Horace Plunkett am'i others thoutges'c
that the emancipated peasants of Ireland w0}xld receive the greath t
benefits from them. But this type of society failed more than agy othe
type (supply, store or creamery) even before the war. The ( Lm?ns&
sion on Agricultural Credit (1912-14) recommended its reviv

9. Horace Plunkett Year Book, 1939, p. 271.
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improvement, but pointed out ‘the difficulty in attracting the better-off'
farmers to a credit society with unlimited liability’ and so proposed that
societies should also be formed with limited liability. The Commission
was definitely against the assumption of trading functions by the credit
society.’® Among the causes of failure cited, the following are the most
important: Lack of local ability to manage and lead (the priests and
school-masters played little part unlike in Europe), failure to develop
a central bank, and utilise the deposits which were at one time avail-
able; the development of supply societies selling on credit and the grant
of loans from creameries for purchase of cows (repayable after several
months, usually at the flush season) and even for purchase of domestic
requirements in anticipation of the monthly milk cheque.’® There were
by the end of 1937 only credit societies, with but 9,000 members and
outstanding loans of only £46,000.

Great Britain, with her substantial farmers, has not taken kindly
to credit societies, nor for the matter of that, to any but supply co-
operative societies. France has an extensive system of credit societies,
but generally based on limited liability with little local independence, no
local deposits and serving more as branches of Regional Banks, which
have to sanction loans. There has been also ample state-aid from the
beginning. The system, therefore, is far rmoved from Raiffeisen’s.
Denmark has had little development of short-term credit ; perhaps her
prosperous dairy and bacon industries obviated the need for it, She
bas developed long term credit on the German Landschaften model.

Farmers are said to be the principal investors, as well as recipients of
loans from those mortgage banks.

Holland.—Holland has organised credit on the Raiffeisen system and
has suffered no reverses from the War or inflation or any political crisis.
Her credit structure is perhaps the most solvent and self-supporting in
Europe and it has avoided State-aid or control—so much so, Dr. Fay
suggests that “ Dutch co-operative might almost be looked upon as the
ideal expression of Raiffeisenism.” Every village has a credit society ;
deposits from members and non-members exceed loans granted. Dairy
farmers are ‘persistent depositors’, while market-gardeners are ‘constant
but reliable borrowers’2 The change in view on a fundamental ques-
tion like liability even in such a prosperous country is noted later.

10. Agricultural Co-operation in Ireland, (Horace Plunkett Foundation) 1939,
p. 2711,

11. Co-operation at Home and Abroad, Vol. II, p. 256,
12, Ibid, p. 499.
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Japan.-—Japan adopted in 1900 the Raiffeisen ideal in entirety on
the advice of her own leaders who had studied the movement in Ger-
many. In fact, it used to be said “the Japanese co-operative system is
nothing but a reproduction of the German.” Legally, it was so ; but the
law has been amended half a dozen times, and no law can assimilate
foreign institutions. Credit societies preponderate; more than that,
other types of societies also give credit while credit societies themselves
are permitted to undertake other business. In spite of such encourage-
ment, trading activities are not a fourth as important as credit. There
have been violent changes in the system of liability. Unlimited liability
was at one time replaced by limited liability so largely that 90 per cent.
of societies were on that basis. But the percentage dropped to 30 when
the law was changed again in 1932, which compelled limited liability
societies to become unlimited or adopt guaranteed liability, by which
each member is liable up to a fixed sum beyond the value of the shares
he holds. The favourite form now is guaranteed liability adopted by 64
per cent of societies, while unlimited liability is retained only by 6 per
cent of societies. The combination of functions which persists is criticis-
ed by observers like Mr. Strickland. The movement has always ‘been
vigorously controlled by the Government through its local administra-
tive officers, many of whom have no knowledge of co-operation. State-
aid has been given in the shape of purchase of half the shares in the
Central Bank, a loan of 100 million yen through the bank at low rate
of interest and guarantee of debentures issued by the Central Bank.1®

Early Development in India.—In India the Central Government ar.xd
the Provincial Governments and successive Committees and Commis-
sions of Enquiry have whole-heartedly supported the Raiﬁ'ei_sen system
of co-operative credit, though in respect of an item or two,, like the ad-
vance of loans not only for production but for ‘necessary’ purposes, a
cautious departure was recommended. Not being sure of lc.)cafl enthusi-
asm or capacity for organisation and administration of societies nor of
the flow of deposits from the public and the members, the Gov'ernments
were prepared to render initial financial and other aid, but in return
had to subject the societies to closer inspection and strict Government
audit. State aid in finance was, except in societies for backward classes,
rendered unnecessary, thanks to the enthusiasm and the confidence of
the enlightened investing public in urban areas though in rural areas
very little of deposits could be tapped from members or non-members.

13. People’s Five-Year Plan by Tadao Wikawa, pp. 2 & 6.
Report of the Central Union of Co-operative Societies in Japan, 1837, p. 12,
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Recent views.—During the last ten years, however, societies after
societies have failed—as the Punjab Registrar says, ‘it is only the diffi-
culties of liquidation which prevent us cancelling a greater number
every year—partly due to the unprecedented fall in prices of produce
but largely due to mismanagement or no management, There has been
a searching of hearts on the part of leaders, who have begun to doubt
whether Raiffeisen system could be still adhered to or should be modi-
fied considerably. The Governments too have been responsible for de-
viating from some of the principles in their anxiety to set right the
affairs of societies and maintain their position as sponsors of the move-
ment. Some of the Provincial Governments have suggested or approv-

ed of alterations in by-laws which are a definite departure from the Rai-
ffeisen tradition.

The Support of the Reserve Bank.—The staunchest supporter ot
most of the Raiffeisen principles at present is the Agricultural Credit
Department of the Reserve Bank of India, which has reiterated them in
a number of Bulletins. Recently in the evidence given at Coimbatore
before the Madras Committee on Co-operation, the Special Officer of the
Bank in charge of the Agricultural Credit Department did not feel
obliged to withdraw from the position taken up already, even though
he knew that the Committee had by a great majority resolved to accept
some fundamental alterations in the Raiffeisen societies, notably a wider
area than a village for each society, the adoption of limited liability as
a general rule and the employment of paid staff. There were minor
differences of opinion in respect of the advice tendered on the duration
and purpose of loans—on which the Committee was more Raiffeisen
than the Reserve Bank. The Committee was at one with the Reserve
Bank in desiring an extension of the non-credit activities of societies,
but was anxious to limit them to the economic sphere and to prevent

them from competing with loan and sale societies as well as land mort-
gage banks in the area.

It is worthwhile discussing each of the above points of difference
and also one or two points of agreement from which others might differ.
One phenomenon, however, must be noted at the outset—an abiding
faith on the part of all Provincial Governments and leaders in the
potentialities of the co-operative movement as the best agency to tackle
not only the problem of agricultural credit but also of all round rural
uplift, and this in spite of all the defects revealed in most Provinces and
the practical collapse of the movement in some. Co-operative credit has
become an absolute necessity, and its proper administration a responsi-
bility on the Governments, in Provinces where debt relief measures have
been enacted or contemplated. Agriculturists feel acutely the shrink-
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age in private money-lending or its novel abuses to evade the new law.
t But while seeking to expand the movement by all possible means, many
| of the leaders, if not also Governments, feel that it is not possible or
wise to do so without an orientation or modification of the orthodox
principles of Raiffeisen, which, there is no use mincing, have failed to
work in this country. If the old system has not been successful after
years of trial it is not good to scrap it altogether but to try a modified
form of it, even as other countries have been obliged to do as we noted.

One village one society.—This was the practice as well as the
ideal of Raiffeisen and his followers. It is a necessary condition for
unlimited liability as this implies mutual knowledge and control which
would be difficult, if not impossible, to obtain over a wider area than a
village. The Reserve Bank authorities are perfectly logical in sticking

~ tp this combination of ideals—we cannot say ideal combination in our

country. But the Madras Committee in its anxiety to cover the whole
Province with societies, to give every one of the 50,000 villages the
benefit of co-operation, would recommend, except in the case of bigger
villages, a wider area for each society. Transactions would, even from
the start, be ample enough to permit the employment of a paid staff,
especially if trading functions are tacked on to credit. There would be
greater scope for the choice of competent panchayatdars and the one
man show to be put an end to. A negative advantage would be the
limited scope for the play of factions in each village, which has so often
ruined the credit society confined to it.

The Reserve Bank Officer could not appreciate the idea of covering
the province at once with co-operatives. Past experience would not
warrant the acceleration of speed ; nor was it wise to give up old ideas
and associations. We can understand this point of view and grant that
a hasty and promiscuous creation of societies in, or for, all villages might
have its repercussions on quality—though we believe that other modifi-
cations suggested by the Committee in Madras would act as a check on
evil tendencies, and non-credit activities would have a greater chance of
success in a group society. This is perhaps the reason why in Bombay
one multipurpose society for a group of villages is recommended, though
we do not see how unlimited liability can work over a wider area.
While the Reserve Bank would insist on a careful selection of villages
for organising multipurpose societies, it does not seem to lay as much
emphasis on a careful selection of members in each village society. It is
a fine ideal to find in the society ‘a place for everybody in the village’
and ¢ to raise the lowest to the level of the most efficient.’’* But is this

14, Bulletin 2, Co-operative Village Banks, p. 31.
6
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practical politics? We are not sure *Whether apart from the fear of
unlimited liability (which does scare away the intelligent rich and the
more provident villagers) the need for a careful selection of members ‘
will not be more imperative than ever, because of the reduced security
of borrowers now—thanks to the spate of debt and othe

borr . r agrarian legis-
lation in the Provinces. Mr. F. B. Wace, the Registrar of the Punjab, a

province often been held up as model for the rest of India, utters a warn-
ing in the latest Horace Plunkett Year Book: “The selection of new
members and the starting of new societies has to be undertaken with
the greatest caution and under all possible safeguards. If the history
of co-operation in the Province has taught us anything in the last thirty
years, it should be that only a comparatively small proportion of the
rural population is as yet really fitted, by character and education, to be
trusted with a co-operative credit organisation. The ideal of ‘a

co-operative society in every village’ is a fine one, but it is, alas!
and dangerous.”15

utopian

Amalgamation or extension of existing societies in villages which
are contiguous and among which there are no differences is encouraged
even now by the Department of Co-operation in Madras.
however, difficulties due to the opposition of panchayatdars
not like to lose power and to the existence of friction between neigh-
bouring villages with conflicting interests in irrigation or other matters
or with rival clans. Even where these difficulties do not exist, amalga-

mation of societies with different records in working would not be easy,
especially with unlimited liability.

There are,
who would

Multipurpose.—Thanks to the lead given by the Reserve Bank
co-operators all over India seem (o be moving on

Dr. Fay from ‘village reconstruction to multipurpose
another craze.’

, in the words of
co-operation as to
. Indeed some of them have assigned to multipurpose
society the role of rural reconstruction extending far beyond the
economic sphere and involving functions which are best left to statutory
local bodies like village panchayats, with coercive powers of taxation
ax.ld regulation. Raiffeisen no doubt desired that * the village bank
directly or indirectly, should be the centre of village life” But he did,
not assign to it extra-economic functions, He only wanted it ‘to pre-
pare the ground for moral and religious activity.’ Credit societies
were exhorted to take up the joint supply of agricultural and domestic
requirements and the marketing of produce and even processing (as ir
creameries). Experience again and again showed that the supply of

15. Horace Plunkett Year Book, 1939, p. 450,
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agricultural requirements was the most, and in many cases the only,
successful adjunct to credit, while separate societies with wider juris-
diction had to be organised for other activities.

Raiffeisen societies in India have in their by-laws ample provision
for undertaking supply and sale and kindred business, though only on
agency basis. The actual achievements, however, were very negligible.
It would be absurd to deny the value of these lines of work; but the
question is whether a credit society confind to a village and based on
unlimited liability is fitted to discharge such duties. The Reserve Bank
itself though advocating the taking up of sale of food crops, if only to
facilitate recovery of dues in kind, doubted the wisdom of the *village
bank embarking on speculative activities’ involved in the sale of com-
mercial crops like cotton—in which case it was recommended to get
itself affiliated to the nearest sale societies serving a wider afeals
According to the Statutory Report issued by the Bank in 1937, the
primary societies were to be induced to take up joint marketing and
assisted to build up inexpensive godowns for the collection and disposal
of produce or transfer to central sale societies. Such a local develop-
ment was considered an essential preliminary to the development of the
bigger sale societies.!?

In Madras though the credit societies have done mighty little by
themselves, they have helped the loan and sale societies to some extent
by diverting thither the members’ produce—especially commercial
crops. This is indeed part of the scheme of ‘ controlled credit’ by which
the member of a primary society is expected not only to discharge his
dues to the credit society, but also to the other organs of the co-opera-
tive movement—the sale society and the land mortgage bank—by
dutifully delivering his produce for sale through the society. But ‘con-
trol at every stage’ is not easy to enforce especially in dry tracts, or
where commercial crops are not grown and the food crops are not all
sold. The difficulties of watching, storing, pooling and selling are
formidable as experienced by the heirarchy of societies in Madras. OQur
loan and sale societies do more of loan than sale; their transactions are
by no means confined to members of primaries or even to their own
individual members. We believe, however, that they are taking root
and will expand truly marketing functions by and by with the co-opera-
tion of the reorganised primaries and their members in villages.

The combination of marketing and credit in one and the same
society, especially when it is based on unlimited liability, has been

16. Bulletin 2, pp. 45-49.
17. Statutory Report, p. 19.



criticised by several writers, especially in the case of backward coun-
tries. In the latest edition of his Co-operation in India Mr. C. F. Strick-
land observes of Japan: “the various functions of co-operation are
combined, sometimes confused, in the same society. The combination
of functions has probably impeded the growth of marketing, since the
wealtheir farmers are reluctant to enter a credit plus marketing society,
which lands to the poorer man, even though the liability is limited.
Further, the accounts become too complicated for the ordinary member
to understand. The more highly educated members (who are not
always the best) are elected to the managing committee.” He says that
the objection is “less serious in literate Japan than it would be in China
or in India. Nevertheless this objection cannot be ignored ; literacy
does not mean expert accountancy, and the more complicated the busi-
ness of any co-operative society anywhere, the less democratic is its
manner of working.” A foot note is added: “ This point should be
noted as having particular application to India 118

Stronger views have been expressed of the dangers of multipurpose
societies when they launch on a number of activities. Readers of the
Indian Co-operative Review would have read with interest the observa-
tions of Mr. W. M. Stevens, on the defects of what are called ‘ integrat-
ed’ societies of China!® In a more recent publication, Mr. W, K. H.
Campbell (formerly Registrar in Ceylon and latterly League of Nations
Adviser on Co-operation to the Chinese Government) has a scathing
indictment of societies in China undertaking to perform a bewildering
variety of functions’. While he has ‘ no objection to allowing a credit
society to do a little supply work, provided it is of a simple nature’® he
does not spare the more complex type. ’It offends practically against
every canon of co-operation.” He cites the case of, perhaps an extreme
example, a society with a staggering list of 35 objects, half of which
are attempted to be carried out. It would have collapsed in indeseriba-
ble confusion’ but for the full time services of a benefactor who has
organised the society and is doing his best for it. His colleagues on the

Committee simply do not understand its working and its complicated
accounts. This, as he says, is no co-operation.20

In connection with multi-purpose society, it is the fashion to quote
the Templecrone Society in Ireland, made doubly famous by A.E.s pen,
which in a barren tract has taken up function after function and is dis-
charging all with success. It is essentially a village store ; it has half-a

18. Third Edition, (1938), p. 42.
19. Vol. IV. No. 4, pp. 459-66.

2. Co-operation for Economically Undeveloped Countries, pp. T1-75.
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1 nches in surrounding hamle ; ber of shops
e in ts, has acquired a num

‘&nd buildings from out of profits. It runs its own bakery. It has a large
el in eggs, which it collects and tests, grades and packs them to
:cmm market. It has developed knitting as a cottage industry

' United States. It has erect-
ends the products to England and the ]
::qassmall hydro-electric plant, which supplies power not only to the

i i the whole village. But it is not a credit society
g?;ininmuglizﬁectlo liability. It had a transaction of £93,000 in 193‘.7.
After all, there is only one society which makes a success of such mult;::-
farious activities. Others which imitate are usually conﬁned t'(l,'h :
supply of agricultural requirements and a few other artxclez 614 0?;0
were 92 of them in 1937, and all-told the'ey had a.tradg of h,ard.
Even of the Templecrone Society, the wnt?r of this article ‘has e
some of the highest co-operative authorities in Ireland doubt if proiress

uld be maintained after the disappearance from the scene of 1ts' airy
:ood-father, Patrick Gallagher, to whose enthusiasm and energy .th.e.v.lllage
owes so much. There is no use going into ecstasies of possibilities 1m
India on the basis of a singular instance in Irel:fmd. And even ?;elzmp e-
crone Society has not catered to all the economic wants of the v1f a.ige;s.
Credit societies, formed on Raiffeisen principles have almost all failed.

Unlimited Liability.—The most vital difference in th.e points of -view
of the Reserve Bank and the majority of co-operators in Madra; 1sd on
the subject of liability. The Committee, as has been stat:ed, reici ve edt:
recommend limited liability as the general ful.e for. ag'r.lcultur c; c;‘
or multi-purpose societies, but to permit Wlted liability where lo .
opinion is strongly in favour of its retention. 'The Reserve Bank an
some leaders in Madras and outside feel that its removal would be a
great blow to co-operative credit.

This subject was dealt with at some len_gth by the wx:it-er in a
previous issue of the Indian Co-operative Review.?! ' The position ma.y
be summed up here and any new evidence may.be mc'orporated. It. is
necessary to remove misconceptions as to the umvers.ahty or popl‘llarxty
of the working of unlimited liability. It is true tha_t it was an article of
faith with Raiffeisen and his followers; but even in parts of Ge}'many
like Pomerania and Saxony limited liability was in vogue.and it was
fixed in proportion to the means of members and the services secured
by them from the society. In Nazi Germany, we are told, t.he.tende.anc.y
is more and more in the direction of limited liability.22 U.nhm1ted h?bl-
lity could not be thought of either in Great Britain or in the United

21. Vol. IV, No. 2, pp. 222-233.
22. Horace Plunkett Year Book, 1936. p. 340.
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States, where farmers were substantial. In poorer Ireland it wag, adopt-
ed, but it was not a success. The French peasant proprietor has
liked it, and credit societies in France are generally based on limi
liability. In Italy the Wollemborg societies were based on Raiffei
model with unlimited liability, while Luzzatti societies which had m
agricultural clientele too adopted limited liability. A decree of 1937,
as we noted above, permits limited (multiple) liability for rural banks.

In co-operatively advanced Denmark and Holland, unlimited liabi-
lity is no doubt universal not only among credit but also in non-credit
societies, in all of which or most of which peasants are members, and
even in central institutions covering a whole province or country. This
is unsound in theory and is, rightly, not permitted in India. But such
a promiscuous prevalence of unlimited liability should be a matter of
indifference in countries where the need for its enforcement is extremely
rare. However there appears to be a change of view on the question of
joint liability even in Denmark. Here is a note by the recent American
Committee on Co-operation that visited Denmark and other European
countries in 1937: “This principle (joint liability) has been called
“ideal’, since it compels members actively to participate in the affairs
of these societies. Some leaders to-day, however, maintain that ‘ experi-
ence refutes this view’ and that joint and several liability should be
done away with”.2 The feeling in Holland also, given expression to by
Dr. C. Weststrate of the Raiffeisen Central Bank must be noted: “To
make use of unlimited liability is like taking a foundation stone away to
repair the top of the building; it looks allright again; but its solidity has
suffered. Use of this liability naturally impairs the support of the mem-
bers and the necessary feeling that co-operation is valuable to them. We
have learnt, or rather we have realised, that a sound economic purpose,
good organisation and good management of the co-operative societies

are much more essential to the well-being of co-operation than the most
compelete liability of members.”?

The Reserve Bank contends that unlimited liability does not scare
away substantial and provident villagers, but it is bad management that
does. The view of a large number of co-operators in Madras is that bad
management is itself due to the abstention or withdrawal of credit-
worthy people who are frightened by the prospect or reality of the
enforcement of that liability. Financing banks that write off the dues
instead of enforcing unlimited liability, which has become difficult after
the amendment of the Act in 1932, apparently act on the policy that “ too

23. Report of Enquiry on Co-operative Enterprise in Europe, (1937) p. 185
24. Horace Plunkett Year Book, 1938, p.
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much austerity in the enforcement of the principle may prevent growth,
and so a certain degree of compromise is desirable.”? The compromise
becomes a camouflage when—thanks to the advice of the Maclagan Com-
mittee—no restraint is imposed on alienation of the assets by members
without the knowledge of the society or its creditors, which has become
a common practice all over India. This is in the Raiffeisen style, which
left so much to the conscience of the borrower and the vigilance of other
members. But it has cost the creditors dear and now the Reserve Bank
wants every member to give an undertaking not to dispose of the pro-
perty without the permission of the society. Instead of promising
mutual vigilance and control in the village, which is really difficult as
everyone knows the others but is restrained by tradition or ties from
betraying or harassing the weak or the suffering, it has only fostered a
weak compassion for fellow members and indifference to the interests of
an institution, which they have not yet learned to regard as their own.

A mere lending institution, to which rarely or never deposits flow
from members themselves, cannot attract more respect or zeal than the
alien or even the local moneylender. Thrift has not been easy to pro-
mote among members most of whom are on the margin of subsistence
or below. Even in the more fortunate Punjab, in the * thrift and credit
societies "—as they love to call themselves, the Registrar says that ‘it is
a lamentable fact that thrift is a sleeping partner.”® As Dr. Fay remarks
in his recent book: *Since India took over from Germany the role
of unlimited liability without the more fundamental attribute of
deposits, derived from the same social stratum as that to which credits
are issued, co-operative credit tended to become a channel for the
loan of money by substantial to indigent persons—a subdued form of
moneylending ”.%

As for the attitude of the financing banks, even a decade back
the Townsend Committee gave out as one of the reasons for overdues
“an exaggerated sense of securily in the minds of financing institu-
tions, which is based on a wrong impression of the implications of un-
limited Lability—and failure to realise the seriousness of the results
of enforcing that liability ”.2#6 As for investors in Central Banks, it is
difficult to say how far the nature of liability is a factor influencing
them. Among the investors local bodies and primary societies are
the most important. The latter have little option. The former are

John Matthai, Agricultural Co-operation in India, p. 33.
Horace Plunkett Year Book, 1939, p. 446.

Co-operation at Home and Abroad, Vol, II, p. 28.

Report of the Committee on Co-operation in Madras, p. 29.
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governed by the rates of interest, the manner in which the banks are
generally administered and the control that is exercised or expected
to be exercised by the Government—much more than by unlimited
Liability. It is not denied that the latter has had some propaganda.
value in attracting deposits, especially from individuals. It is uis?
fortunate that this general trust should have been misused by primaries
and their members, and not well-protected by the financing banks.

The banks which are more cautious seem to do lip-service to the
idea of unlimited liability, judging by the frequency, if not ubiquity
of mortgage securities. The Editor of this Review drew pointed atten-
tion to this in the Madras Journal of Co-operation not long ago: “In
areas in this province where unlimited liability societies are said to
be working well, mortgage securities even for loans for short and in-
termediate terms are a common feature. It is difficult to equate this
material caution with the moral transaction based on mutual trust and
mutual knowledge, which are said to be at the bottom of personal
credit.” He goes on to say “ Again, in order to mitigate the rigours
of unlimited liability, many curious devices are adopted by way of
safeguards. Members are allowed to withdraw their other capital and
leave the societies if they are not willing to shoulder the consequences
of unlimited liability. But in order lo protect the interests of the
remaining members, the liability of a past member is kept alive for two
years after he withdraws his membership and enforced against his
personal assets........ It is hardly a sensible way of doing serious
business. The adoption of an inconvenient expedient has led to in-
defensible anamolies.” He refers to *the distressing tales’ of the way
in which contribution orders have been made, but even such levies
do not seem to bring in enough to pay off the liabilities. An analysis
of the answers to the Questionnaire issued by the Madras Committee
has been made, which reveals that limited liability is favoured by 58
while only 25 favour the retention of unlimited liability.29

Whatever the Reserve Bank Officer might say with his experience
of other provinces, experience in Madras is, on the whole, unfavourable
to the continuance of unlimited liability ; for the conditions necessary
for its proper working are rarely found though for long fondly hoped
for. There is more faction than co-operative life in many villages.
Information of almost everybody could no doubt be had, as the
Reserve Bank Officer says; but whether it is always full or truthful is
open to doubt. The most flagrant lack of co-operation has been
repeatedly found out in the preparation and maintenance of the state-

29, May 1937, pp. 642-3.
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ment of assets and liabilities of members. Not only the members con-
cerned, but even the village officials either do not reveal the real worth
of persons or give misleading accounts. No deterrent penalty is or
could be imposed for wrong information. Honorary service is often
a cloak for slovenly work and questionable practices of the Panchayat.

After all, the movement in Madras has, on the whole, a better
record than in most other provinces. The feeling on this subject in
other provinces is worthwhile ascertaining. A veteran co-operator,
Mr. K. V. Brahma, of the Central Provinces and Berar has come to
feel that unlimited liability stands in the way of progress. *Our
experience of working during the last 25 years, and especially after the

depression, shows that this unlimited liability principle....... is un-
suited to Indian conditions and that the same should be replaced by
some other principle...... A member seldom acts as a check on an-

other and the members help each other in getting advances and the
society becomes a combination of individuals for getting loans on easy
terms. When the question of enforcing this liability arises, the in-
equity of setting out a man for another man’s debt becomes apparent
and all sorts of methods and arguments are used to avoid this cala-
mity.” He referred to the advice to get into the society and the
Panchayat men free from debt. But ‘experience in my province tells
me that this is very difficult if not impossible’. He naturally sug-
gested the trial of other ways of protecting the society from imprudent
advances—such as the imposition of multiple liability .30

Mortgage Security.—If unlimited liability is to be replaced
by limited liability, mortgage security of members’ lands may have to
be insisted on in every case of loan beyond a definitely short period
or exceeding a minimum amount. In the latter case, apart from per-
sonal security, pledge of produce harvested or a charge on the standing
crops might be required. Mere personal security is not likely to inspire
confidence among investors any longer. But mortgage security is the
pet aversion of orthodox co-operators. To them it indicates a lack of
faith in the character or the repaying capacity of the member borrow-
ing and his surety; in which case the member does not deserve to be
granted a loan, or even admitted into the society. It has a tendency to
stifle close enquiry and create a sense of false security. The argu-
ment of the Reserve Bank, in particular; is that land security is no
security for a bank as it has no liquidity. The difficulty of valuation,
title etc., has to be taken into account. But all these difficulties are

80. The Indian Co-operative Review. Vol. V. No. 1, p. 172,
1
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contingent even in unlimited societies; where lands of all members
virtually stand pledged to creditors and it has been repeatedly found
difficult to enforce the claims. Mortgage security seems to be a safer
and more straight forward method of assuring creditors. A system of
continuing mortgage on the basis of which an overdraft account may

be opened for the member seems to us to be the best substitute for un-
limited liability.

At any rate in Madras mortgage security has been in vogue for
a pretty long time and perhaps accounts for the comparative success
of the movement in certain parts of the Province. The Registrar in
1915, the late Mr. L. D. Swamikannu Pillai put up a strong defence
of the custom as follows: '“To what extent the co-operative staff
should push personal security and discourage mortgage security is a
question upon which........ different views may prevail in different
circumstances. The (Maclagan) Committee on Co-operation
admit that the practice is not in essence unco-operative and is in fact
growing more common in Germany. ... .. it is justified in cases where
land has been reclaimed with the money advanced. ..... and also in
case of large or long term loans. * The main object of taking a formal
mortgage is to prevent the aliena_tion of property to outside parties
or mortgage it to them up to the hilt. Where these risks do not exist,
societies prefer personal security in order to expedite recovery and
avoid tedious enquiries as to title, encumbrance, etc.’ Madras Pre-
sidency in its ryotwari system over two-thirds of the area affords an
excellent basis for small mortgages”.3! After all, in the unlimited
liability system, the ultimate security is the lands of all; it amounts
to an averaging of risks as is done by the moneylender—which is not
superior to pinning each one to one’s own land.

........

The Duration and Purpose of Loans.—The Reserve Bank is keeiur on
limiting the loans for current cultivation expenses—ordinarily re-
payable in nine months. It is but right that loans should be self-
liquidating and the crops financed should pay their costs of production,
There are, however, crops like sugarcane and plantains which cannot
be raised and cut so quickly, much less disposed of within nine months.
We suppose there will be no undue rigidity in the extension of period.

Intermediate term loans for the purchase of bullocks, implements
etc., and for necessary, though not strictly productive, purp(;ses are to be;
granted for a period of two or three years at the most and to be made
repayable from out of the income derived in that period. This looks

31, Administration Report, 1914-15, p, 33.
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_ a little too rigid in the case of these productive loans, though we do not

mind over-strictness in respect of ‘necessary’ loans. It is in the
sphere of agricultural improvements which do not pay their way in
two or three years, that a lot of work remains to be done. It would
be wholly in keeping with the tradition of Raiffeisen to extend the
period further, say up to five years at first, to facilitate the carrying
out of a variety of improvements. It is not difficult to raise fixed

deposits for such periods.

Honorary Services.—Raiffeisen was keen on developing such
a high sense of duty among the members themselves that practically
no services would have to be pcid for in running the society. The
Secretary who would have to write up the accounts might alone be
paid a little.  Very often that duty was discharged by the village
school master.  Societies in Madras and elsewhere in India were
expected to do the same. Our honorary workers, however, have
cared more for honour than for work. It is only in exceptional cases
books have been written up properly, collections are made duly or
other services rendered. Exercise of patronage in granting loans
exhausts their spirit; practically little else is done in several societies.
Only some are able to discharge their duties, but few are willing.
Nonetheless the provision for the payment of honorarium has been
subjected to ingenious abuses. The authorities of the Central Banks
which finance the societies, as well as the officials of the Co-operative
Department, are annoyed at such slackness and abuse of power ; there
is therefore a chorus of approval from them of the suggestion that paid
staff, if not one for each society, but one clerk for a group of societies
in the neighbourhood, may be employed. This the Reserve Bank
Officer strongly opposes because of his experience of group clerks
elsewhere. He is anxious to develop local management as far as
possible by proper training, though in the meanwhile something may
be paid to the seribe. It is a pity that in this country the village
school master has not chosen to, rather been chosen to, play the part
that was expected of him. We believe, however, that if a society,
with dual (credit and supply) rather than multi-purposes, is organised
for a group of villages with limited liability which would attract all
grades of agriculturists, there would surely be need for a good full-
time paid clerk. No honorary worker can ordinarily be expected to
work effectively from day to day in such a wider area and in connec-
tion with both supply and credit. If transactions increase, as they are
bound to in such a society, it would not be difficult to pay one man,
and perhaps more in time to come.
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Condudon.—'l'hechangesthataresuggestedinthecoumofthi
per‘h.am ‘e"”f"l.y long article—in the area, liability and the purpose
of. v;n?ge societies—are not expected to bring abouit the co-operativ
millenium. - Any amount of constitutional changes cannot metdim
phose the economic and social milieu in which societies have $§"
worked. We have only pleaded for a less severe standaid thantiﬁ
prescribed for more vigorous and educated farmers, who were neve
so abjectly poor as our peasants are and who were blessed with mor
fortunate leaders—especially in the clergy. More might be achiever
after, and not before, the educational and moral tone of the co-opera
tors is improved. Dr. Fay says: “It does not seem very helpful
tell a country that ‘ what is really required is a change in the entir
pss'rchologs" of the people, their modes of thought and manner of living.
This requires the impossible. It is better to take the psychology o

the people, attempt tasks which are withi il ‘
psychology. ..... » 32 within the limit of tha

£
32. Co-operation at Home and Abroad, Vol. II, p. 392.

PROGRESS IN NEW DIRECTIONS IN THE UNITED PROVINCES
By

J. P. Misra, M.A,
Publicity Officer, Co-operative Department, U.P,

The Co-operative Movement in this province in an organised form
dates only from 1904 when the Co-operative Credit Societies Act was
passed and as a consequence a new Department was established with
the necessary staff. It is now over thirty years old and has over 9,000
societies with a membership of about 4 lakhs and a working capital of
over Rs. 3 crores to its credit. ‘This is no small achievement, when it is
realised that it has been working in the midst of general illiteracy and
poverty and among people who have for centuries been accustomed to
fatalism, disruption and disunity. “ The illiterate person is an outsider
to all progressive thought, for without literacy there can be little pro-
gress towards conscious organised effort to achieve common economic
ends.”

Rural Credit.—Of 9,000 societies of all types, there are above 7,000
agricultural credit societies and their membership and working capital
are about 1,60,000 and Rs. 1,12,00,000 respectively. The credit socie-
ties do not only provide loans for productive purposes to their members,
but they also undertake such important activities as the supply of
improved type of manures, seeds and implements, sale of agricultural
produce, wherever possible, establishment of night schools and the
distribution of medicines etc. The element of thrift is never lost sight
of and it is clearly laid down in their rules of business that the object
of the society is as much to encourage the habits of saving and providence
among members as to grant them loans. Inculeation of the habits of
thrift has produced among members results no less remarkable than
those following the obtaining of credit at reasonable rates. About 50
per cent of the working capital of these societies represents their owned
capital ; in other words it means the savings of the members in the
forms of shares and deposits. But for the existence of co-operative
societies, so much money would either have been frittered away or
gone into the pockets of the moneylenders. There are now many socie-
ties which are running on their own capital and there are yet many
members whose normal requirements do not exceed the amount of their
shares and deposits. People sometimes remark that these 7000 socie-
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ties with over Rs. 1 crore as their working cani .
of the problem of village organisation ai;amtggsb::;i the fringe
stands at Rs. 186 crores in 1,05,640 villages. That is undoub:;i which
The problem is indeed vast but the achievements are b y true.
insignificant. The movement, if it is to be of any use mus{ no m;omxs
within and must not be superimposed. That has b:aen oy grow from
working so far. The consequence was smaller n e motto of

i ; . umber of societi
which will now provide the nucleus for expansion socleties,

and development,

Cane Supply Societies.—In spheres other than credit, the move

has of late been making unexpected strides. About i700 no men't
societies have already been formed with a membership of ov;-c;e!ilt
and a' vilorking capital of about Rs. 12,50,000. They cover a vast ﬁelg
of ac.t1v1ty from the supply of cane to factories down to the producti

of mﬂk. and ghee in the villages. In 1936-37 there were 514p o
ply s?cleties of which 15 were central. The total quantitcamf3 -
supplied through these societies was over one crore 25 lakhs 3; maunds
and the commission earned was about Rs. 2% lacs. o maunds

_ . Co-operative Production of Milk.—The dairy and milk societi
which t.aken together number over 30, are tackling the problem ofe I?Ii
suppl.y in urban areas on an organised basis which has waited 1 mfl
solution. .The advantages of these societies are two-fold. Th e
bers of. milk societies, namely, the poor agriculturists get .bette: m?m-
for their milk and are economically free from the bondage and d'prlces
of the town Halwaiys and Dudhwalas, while the townsmen ar ured
of a regular and unadulterated supply of milk at rates lower t}iaisstl}lxred
of the private Ghosis. The Lucknow Co-operative Milk Supply Un?::

Yo LML S

has thus a sale of over 18 maunds of milk per day and has established i

a name for purity and punctuality. It received a subsidy of Rs. 20.000
from t.he Ctovernment last year. The success achieved by t‘he ’Co
operatn{e Milk Union in Lucknow has encouraged the Department tc;
make similar experiments in Cawnpore, Benares, Allahabad, Meerut

and Unao, and it is hoped it will no
. R t be long when co-operati iri
will be organised in other towns as well. perative dairles

gh.ee Unions.—Next come the Ghee societies. Their objects a
to eliminate the middle-man’s profit, to supply unadulterated gh]ee to thre
consumers at reasonable rates, to improve the quality of ghee b the
application of modern scientific methods, to improve the breed o); the
milch-animal and to secure better prices for the producers in the 'le
lages. Their number is about 400 and their membership is over SOV]OO-

They are federated into five unions which are situated in the districts ¢
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of Agra, Etawah, Bulandshahr, Meerut and Mainpuri. The ghee
dealers used to pay to the producers for their ghee from 30 to 40 per
cent less than the market rates ; but with the advent of the Ghee Unions
these rates have been brought down to 15 to 20 per cent and this has
resulted in substantial gain both to members and non-members. The
ghee societies have also introduced standard weights and measures;
and they have thereby saved their members from fraudulent malprac-
tices to which they were formerly subjected by ghee dealers. Taking
the figures of only the Chaube-ka-pura Union, it will be found that
during the year 1937-38, the Union handled 1,754 maunds of ghee of the
total value of Rs. 67,090 and made a profit of Rs. 8,496 after paying
Rs. 8,496 as interest on the loans and meeting a recurring expenditure of
Rs. 5,351. The Provincial Marketing Board is intending to set up a
grading and testing station at Shikohabad in conjunction with the Co-
operative Department. The certified ghee should find a ready market
for sale in big cities.

Consolidation of Holdings.—By far the most important and interest-
ing activity of the Department is the consolidation of holdings through
co-operation. For years past this problem has baffled the Government
and the public until a beginning was made by the Department a few
years back on the results of the successful experiments made in the
Punjab. The number of societies is over 95 and nearly 40,000 plots
have so far been consolidated into about one tenth of the number. The
Local Government have given a grant of Rs. 12,500 and one Inspector
and 17 Supervisors are employed solely for this activity. The whole
work from beginning to end is.done by persuasion and propaganda and
hence the progress cannot be rapid.

Cottage Industries and Co-operation.—The importance of cottage
industries as a spare-time occupation to the agriculturists, and as the
only means of subsistence to other people such as artisans and weavers
etc., cannot be over-emphasised and anything that can effect an improve-
ment in their condition is the aim and concern of the co-operative
movement. The Co-operative Department has been alive to this as-
pect of the problem from the very beginning, but much progress could
not be made for want of funds and facilities. There are, however, such
industrial societies as the Mason Industrial Federation, Barabanki, the
Sandila Industrialists Stores, the Agra and Tanda Industrial Stores and
the Najibabad Blanket Spinning and Weaving Society etc. It is ex-
pected that with the establishment of the U. P. Industrial Financing
Corporation Litd., the co-operative development of cottage industries
will be greatly accelerated.
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Rural Reconstruction.—The Co-operative Department has been the
pioneer in the field of rural reconstruction in this province. Ahout a
~ decade ago, rural reconstruction work was started in Benares, Fyzabad
and Partabgarh districts on an intensive scale. Besides this, there are
about 600 Better Living Societies, whose operations embrace the most
varied activities from the reduction of wasteful expenditure on social
ceremonies and customs to measures of agricultural improvement,
adult education, health and sanitation etc. Co-operation is recognised
as the foundation of rural development and the agency of Co-operative
Better Living Societies has been utilised by the Rural Development
Department for the furtherance of its activities. .

A New Orientation.—It has invariably been said that co-operative
credit cannot be effective unless it is linked with marketing. The Co-4
operative Department has repeatedly emphasised this need in its vari‘
ous reports and has had the support of the various Committees
and Commissions on the point. But for a few scattered sfforts,
nothing could so far be done for want of adequate financial
assistance from Government. With the approval of the present Gov-
ernment, a great marketing drive on co-operative basis is now proposed
1o be Jaunched on a sufficiently comprehensive scale, in accordance with
a five-year scheme of development. The scheme, it is expected will
have the financial support from Government and at the end of a period
of ten years, 35000 villages of the province out of the {otal number of
1,05,640 will he humming with co-operative activity.

Future.—During the past few years, there have been passed a
series of Debt Acts to protect the cultivators from debt, usury or the
rapacity of the Mahajan. The cumulative effect will be the drying up
of some of the sources of rural credit since debt relief legislation will”
aggravate the antagonism of the Mahajans. Thus there will be a great
demand for co-operative credit. A vast field exists and a great opportu-
nity awaits the Co-operative Department ta make the most of. Will
it be that the cup reaches the lip before it is too late 7

CO-OPERATIVE LEADERSHIP IN VILLAGES

By

W. Macrenzie Stevens, PuD.,, C.P.A.

Formerly Principal Organisation Expert, Federal Farm Board (U.S.A.),
Adviser on Co-operation ta the Natural Government of
the Republic of China

A Co-operative must generate leadership able to manage it.—In the
development of co-operative projects in a community it is unwise to
place many different responsibilities upon a single individual for two
reasons: (1) in order that as many local men may be trained and
experienced in leadership as possible, and (2) in order that the death,
illness, disloyalty, dishonesty, or other failures of a single individual
may not set back the entire co-operative movement in that community.

Several integrated societies visited in Central and North China are .
almast entirely managed by single individuals. In most of these cases
the buying, selling, savings, credit, and other activities are more than
the farmers or villagers can grasp or manage, and the individua! who
runs each of these societies is a man hired by some outside educational,
governmental, or philanthrophical organisation for the purpose. Theore-
tically the farmers are being trained to run their own societies, but in
practice the societies can exist only so long as the individual on the pay
roll of the outside organization continues to operate it. Such an organiza-
tion has none of the strength of a co-operative. It is paternalistic and will
last only until the outside support is withdrawn. Though the organiza-
tion may be elaborately divided up into depariments, the managerial
activities involved are too complex to be understood or handled by
ordinary members and the societies must consequently collapse as soon
8s outside support is withdrawn.

If separate societies are set up for each of the principal projects, the
work of each leader is simple enough that leadership can be obtained
among the farmers themselves, and the experience gained by a number
of men leading separate organisations supplies trained leadership to take
over the work of any organization that may lose its own leader. The
strength of a co-operative lies in its democratic organization. Unless
local self-supporting leadership is able to handle the affairs of a gi.ve'n
association, it is not truly co-operative; it is merely a paternalistic
organization that exists only so long as the outside group is interested.

8
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Scarcity of leaders assumption.—Co-operative organizers in China
frequently give as an excuse for throwing all of the co-operative work
in a given area into a single integrated society the statement that this"
is necessary because of the scarcity of leaders in China, particularly in"
rural China. This assumption is believed to be fallacious for five
reasons ;

(1) Capable leaders are potentially present if co-operative deve-
lopment takes place in such a way that they can be discovered.

(2) If leaders are scarce who can handle simply organized co-
operatives, the number of men who can handle the tremendously more
complicated integrated societies must be a great deal more scarce.

(3) If leadership is so scarce that there are not even enough to

furnish an executive for more than one co-operative, the possibility ?:j

establishing co-operative enterprises in a community prima facie i

practically nil, since co-operation depends upon democratic management -

and control instead of management by an individual.

- (4) Several leaders are not required for each small village as
integrated society organizers seem to assume for not all co-operatives
should be organized with village community units. Efficient marketing
co-operatives usually need larger areas for primary societies and the
areas of other kinds of co-operatives depend also upon the type of
organization necessary to do the specific job.

(5) Complex integrated societies which can be managed only by
one or two persons in a community tend to fall into the hands of a few
literate members who tend to operate the society for their own personal
benefit instead of for the benefit of the whole membership because the
rest of the members cannot understand the transactions and cannot take
over when a leader retires or fails. :

Visits to rural communities throughout China by foreign observers
lead to the opinion that co-operative leaders have too poor an opinion
of the ability of villagers and farmers to furnish their own leadership.
Certainly the level of intelligence and common sense seems to be quite
as high in Chinese rural communities as in western communities of the
same size. The poor opinion some rural organizers in China have as to
the ability of farmers and villagers to manage co-operatives has proba-
bly arisen because : (a) the co-operatives organised among these people
thus far have usually been unduly complex, and (b) "the present organi-

zation of village societies is such that potential leadership is not brought
out.

How to develop potential leaders—In every community there are
a number of men who can be trained for leadership if first given an

4
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opportunity to practise leadership in a small way. At present each
community has its vested leaders so that others do not have an ?ppor?u-
nity to demonstrate what they can do. If given an oppox-t}lmty with
simple organizations, a great deal of latent leadersl}ip ability can be
developed in Chinese communities just as in communities in other parts
of the world. There is no reason to believe that Chinese intelligence
or shrewdness is less among the same class of people than it is in other
races. Yet assumed inferiority of this sort is the premises upon which
Chinese organizers are acting when they claim that Chinese rural com-
munities are so deficient in intelligence that they cannot furnish co-
operative leadership for more than one society.

Other fallacies involved.—For the reasons previously indicated, the
integrated society is much more difficult to manage than a simple society
performing only one function or closely related functions. The. fallacy
of the “ scarcity of leaders ” argument becomes evident when it is noted
that if leaders are too scarce to manage simple societies, then how much
more scarce they must be with the ability sufficient to manage complex
integrated societies where all sorts of complexities arise!

The “ scarcity of leaders” argument overlooks also the fact that if
it really is true that the potential leadership of Chinese rural communi-
ties is so inferior that only one or two men can be found in a community
with any capacity for leadership, then co-operative enterprise in
China is doomed. There cannot be a co-operative movement in China
unless the people themselves have the ability to manage in a democratic
manner their own societies. Obviously this argument proves too much.
Movement must be based on democratic organization and control.

The desire to form integrated societies may arise in some cases
from a lack of knowledge of other forms of co-operative enterprise than
personal credit of the Raiffeisen type. While it is perfectly true that
personal credit societies of the Raiffeisen type require village units for
effective operation, it is not true that all types of cq-operative
enterprise require village units. A cotton marketing co-operative for .ex-
ample must have as its primary unit a sufficient area to make possible
effective utilization of ginning and packing equipment, an area which
ordinarily is much larger than village associations. To attempt to handle
such an organization on the village basis causes unnecessary “ red tape,”
unnecessary motions, and unnecessary expense. Primary socieﬁtin.es 'of
several other types, e.g., insurance for example, need primary socle:tles
of other types than the village unit. Structural organization for vanmfs
purposes will be discussed in greater detail subsequently. At this
point it is desirable to point out that a given small village is not expect-
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ed to furnish leadership for several diﬁerent types of co-operatives. _

Ordinarily the small villages will have only one type of co-operative,

though it m‘ight happen that a small village would be so placed that it
was the logical centre for another co-operative covering a considerably B

wider area. In that case, however, the leadership may be drawn from
the correspondingly wider area for the second co-operative. For this
reason several different leaders for different co-operative in practice
do not have to be drawn from small communities; consequently this
excuse for forming integrated societies does not exist.

One of the most dangerous effects of the integrated society is to
force the entire management and control of the society into the hands
of one or two men who may be the only ones with a sufficient knowledge
of the details involved to operate the society. Human nature being as
it is, it is likely to be only a question of time until these individuals
use the society primarily for their own purposes. This is a natural
tendency of complex societies; whereas several simple societies divide
the power, divide the responsibility, and make each society simple

e;lough that any member can understand the transactions that take
place.

MUNICIPALISATION AND CO-OPERATION
By

Miss Emmy FREUNDLICH,

President, International Co-operative Women’s Guild

The Bill designed to give wider powers to municipalities which was
before the Parliament in England last session deals with a question that
may affect the whole future evolution of national economy under a

" democracy. It could have dangerous consequences because it affects

the provision for the daily needs of the population. Ordinary people
will not perhaps be greatly concerned as to whether the organisation
of a factory is good or bad ; this is primarily a matter for the workers
employed there or for those who deal with the distribution of the parti-
cular goods produced. But if there is faulty organisation in supplying
the necessaries of life there will certainly be general resentment and
discontent, the Government will find itself in difficulties and this may
lead to a breakdown of the democratic regime, which is obviously the
kinds of regime we co-operators envisage when we plan for the future.

This problem has always come to the fore whenever and where-
ever the question of nationalisation has been discussed, and opinions
among co-operators have been very divided because many services now
undertaken by the co-operative movement would then be reserved for
municipalities. Many people would like to see all enterprises come '
under State control and a complete nationalisation of industries and
supplies that would put an end to the work of all other trading bodies.
They overlook the fact that through all the centuries of economic evolu-
tion there has never been a time when production and distribution have
been organised on similar lines in all countries. For a long time after
capitalism started, the work of craftsmen, artisans and small farmers
went on side by side with the new mechanised industries and even now,
home industries still flourish in many countries. No system is univer-
sally applicable and while there are certain fields where nationalisation
and municipalisation are essential, there are others where a different
type of organisation is needed. The satisfaction of daily needs is un-
doubtedly one of these.

During the War a particular type of State administration was set
up to feed the people and everyone remembers—what the history
of the C. W. S. shows so clearly—how difficult it was to get over bureau-
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cratic methods of handling the supply of provisions and daily neces-
saries. It was natural that people who were for the most part trained
in lawyers’ offices and mainly concerned with laws and their adnink
stration had little knowledge of how merchants in all countries succeed
in obtaining goods from every part of the world in order to feed their
own people. But the greatest difficulty is not how to ensure that the right
man is in the right place. There will be certain dangers for the munici-
palities themselves. Some people think that co-operators are not very
keen on municipalisation because they are afraid of competition, bui
this is not correct. The menace for the municipalities will be greater
than for the Movement. Some countries see this danger particularly
clearly because of their experiences during the War. In the old
Austrian Empire, the organisation of the distribution of foodstuffs, for
instance, was more difficult than in other countries because of the
difference in the requirements of the various national groups and the
fact that some of these did not adopt a very helpful attitude. Agricul-
ture, for instance, was most advanced and prosperous in Hungary and
the great grain fields in different parts of that country could quite well
have fed the whole population. But the growing antagonisms between
the different nationalities resulted in Hungary being unwilling to share
. its rich resources with the people in the more industrialised areas of
the Empire. Local administration moreover was not very satisfactory
because some of the national groups were culturally backward and if
was very difficult to get the thousands of small municipalities to under-
stand the situation and carry out their new duties with wisdom and
care. Food was scarce in the Austrian towns and the workers in the
big factories for munitions and war materials started to strike and make
as many difficulties as they could. About this time the General Secre-
tary of the Metalworkers’ Union in an interview with the Minister for
War was told quite frankly: “If you can find means of quieting the
unrest among the workers and settling the food problems, we will helg
you all we can; if not then we will militarise the factories and there
will not be one free worker left in the whole country.” This was a
terrible threat to the Trade Unions and the workers because such
militarisation meant the loss of all liberty, even the restricted liberty
which every country had to put up with in war-time !

What could the Trade Unions do ? They got in touch with the Co-
operative leaders and asked their advice. The Austrian Wholesale said
it was perfectly willing to try and organise distribution so that the people
would get food, but could not take the risk alone. This must be shared
by all organisations and individuals who were interested in the workers
being well-fed during war-time. In order that the funds of the Wholesale
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_ should not have to bear the whole burden the employers and their
" organisations were willing to finance the new body and the State pro-

mised to ensure that it would receive a large proportion of the total
foodstuffs available for the Austrian people. In order that some kind
of supervision could be exercised there was always a representative of
the Co-operative Movement among the Directors of the Food Ministry,
who could see that stocks were at the disposal of the Minister and what
proportion went to the new organisation. Although the actual quantity
available could not be increased it was possible to give every worker
his fair share of the goods already in the country or imported from out-
side.

Our opponents may say: “ That is all very well, but at that time
the administration in the small municipalities was hopelessly backward.”
Oncy, however, the municipalities are empowered to organise d.istribu-
tion, this right must be given to advanced and backward ones alike and
there will be the same difficulties as those in Austria during the War.
It the organisation of supply by the Wholesale proved more satisfactory
at a time when the distribution of goods to 485 factories had to be
organised very speedily it was primarily because the administra-
tors were better educated and more used to dealing with such
matters. Moreover in most cases the municipalities had handed
distribution over to private traders and everyone was not re-
ceiving the same amount. Good customers got more a.nfl poor
people less. The law could of course provide that the mumclpa.hues
must themselves organise distribution and not have recourse to private
traders, but it does seem likely that such a provision would get a majority
in the present Parliament.

But further conclusions can be drawn from the experience of
Austria. When the masses were getting less and less to eat, the State
administration did not dare to let prices rise and so it started a system
under which the State paid the difference between the actual cost of
goods and the price at which they could be sold to customers. Its
contribution had to be continually raised as devaluation set in and in a
short time the Treasury was unable to bear the burden any longer. It
was extremely difficult to change this very dangerous situation and
only very complicated measures could remedy the precarious positic?n
in which the State found itself. Every worker and official received in
addition to his wages or salary an allowance for his wife and children,
which varied month by month according to current prices. The State
was also obliged to arrange, for loans, as for instance when the value
of the flour bought by the Wholesale every month rose from 35,000 Kro-
nen to several hundred thousand Kronen. The smaller merchants could



credit through the various bodies set
distribution of foodstuffs,

ou the ground
that it is the duty of a Mmunicipality tq Protect its citizeng by kgereping
Prices down., Almost cerfainly the opposition would launch a campajgn

. No one can deny that the Socialist municipality of Vienna concerned
itself with economic issues. Byt the leaders haye never tried to enter
the commercia] field and undertake production and distribution of daily
necessities. They certainly ran g bakery but only to Supply ﬁeh own
hospitals, children’s homes and those in receipt of reljef.
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equitable satisfaction of the people’s daily needs—they can give all
possible help to the co-operative societies. Every housing colony or
block of new houses in Vienna has a co-operative store and every one
of these was built according to the plans and Suggestions of the great
Vienna Co-operative Society. So the network of co-operative distribu-
tion was widened and all these new stores contributed a great deal to-

wards the expansion of the last ten years.

In Russia, also, things evolved in a very interesting way. When
Lenin started his new economic policy “NEP ” he asked many of the
Co-operative societies previously dissolved to reorganise and take charge
of distribution throughout the country, and he only did this because the

in co-operative societies and so learn the meaning of free will, demo-
cratic administration, and the voluntary fulfilment of duties. Let the
municipalities stick to their own work. Co-operation will not attempt
to build electric railways or organise a bus service. Neither should the
municipality interfere in the production and distribution of daily
necessaries. Administration by different bodies will ensure that the

deal with.

Co-operation by the people for the people has proved itself the best
method of organising the satisfaction of daily needs and we should re-
cognise this, and not embark on new schemes not tested by a century’s
experience.
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Tre PeoPLE’s YEAR Book, 1939 (C. W. S. Ltd., Manchester, 2s. 6d.)

This is a comprehensive annual survey of the British Co-operative
Movement, which is essentially a consumers’ movement, though indus-
trial producers’ movement is not negligible. We get in this attractively
got-up volume not only statistics on the manysided activities of the
consumers’ societies and their Wholesales in England and Scotland,
but also facts and figures concerning the economic position of
the working classes, who constitute 90 per cent of membership of con-
sumers’ societies. A number of splendid photographs, some of them
depicting the war-mad Europe and the distress caused by war and the

fear of war, and others showing the beautiful building extensions of -

societies and the Wholesales add to the attractions of the book which
endeavours to cater not merely for actual but to potential co-operators.

Wider economic problems are treated in a number of special con-
tributions by eminent authorities who adopt a popular style to suit a
very wide circle of readers. Mr. G. D. H. Cole analyses the present
position and the trends in trade and industry and forecasts a probable
recession in 1940 from the purely economic point of view while the
political situation makes it more unpromising. But he thinks it will
not be so severe as in 1929-30 so far as Great Britain is concerned.
Mr. Colin Clarke explains lucidly what is happening to purchasing
power by examining one factor after another affecting the level of real
wages and concludes that on the whole the labourer in work is better

off in the depression. Mr. Henry Durant discusses the problem of leisuro.qi

arising from the progress made in mechanisation of industry and
decline of old communal life and handicrafts. He exposes the amazing

waste of money, much of which is by the working classes in the per-

nicious films and in gambling—whose bill is four times that of milk!

It is the duty of co-operators to organise healthy alternative reactions,

physical and mental.

There are three contributions, rather unusual in a consumers’
Year Book, on matters agricultural. One is on the position of the
Agricultural Producer in Britain by Mr. G. Walworth. This
is written as much from a consumer’s as from a producer’s angle. He
does not mind the shrinkage in arable land and in the number of
labourers employed, as neither has reduced the output so much. He
deplores the unbalanced farming that has resulted from State subsidies,

the total of which could have helped to rationalise the bulk of arable K
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land. The middleman has profited more than the consumer or even
. producer. He advocates centralisation of marketing on the basis of
~ compulsory contracts as in overseas Dominions, which would reduce
unhealthy competition and offer an incentive to efficient production.
Miss Margaret Digby explains the working of the Horace Plunkett
Foundation—that excellent clearing house of information on agricul-
tural co-operation all over the world. Prof. Ashby of the University
of Wales emphasises the importance of Agricultural Co-operation and
the rapid strides it has taken in the twentieth century in several
countries. It has captured more of the trade in its own sphere than
consumers’ movement has done in its own. He exhorts the con-
sumers’ champions to establish inter-trade relations with the agricul-
tural co-operatives and ensure for both interests greater prosperity
_ which is now intercepted by private interests.

Prof. P. Sargant Florence makes a very effective contribution on
the Universities and the Co-operative Movement bringing out
the amazing similarity in the constitution and outlook of both bodies
and the need for a closer contact between the two in place of sullen
prejudice which has characterised the attitude of co-operators,
especially consumers.

The section that may interest even more readers in our country
is that on Co-operative Organisations Abroad containing brief notes,
on Co-operation, principally consumers’ co-operation, in about 50
countries all over the world. India as usual figures in the list. We
are sorry to find the repetition of the very same mistakes year after
year concerning consumers’ co-operatives here—particularly of the

\ Triplicane Urban Co-operative Society, its origin and its working. It
did not, we repeat again, begin as a credit society with store as a side
line. The reverse is true and even that was due to the then state of
co-operative law. It does not distribute milk. It is the Madras Milk
Supply Union that does it. Other errors pointed out are there. We
hope they will not recur hereafter and that other consumers’ societies,
particularly in Mysore, will receive attention.

YEAR-BoOK OF AGricULTURAL Co-aPERATION, 1939. (Edited by the
Horace Plunkett Foundation. (P. S. King & Sons, London.
15sh. net).

Students and workers in the field of agricultural co-operation all
over the world should be eagerly looking forward to this Year-Book of
Horace Plunkett Foundation if they wish to be posted with the latest
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developments in the movement. The greatest event in the year 1938,

so far as agricultural co-operation is concerned, was the conference at

Glasgow attended by delegates from all parts of the British Common-
wealth, including India, and some visitors from other countries. A
brief account is given of the proceedings, and three thought-provoking
addresses delivered at the Conference are reprinted in the year-book.
Dr. C. R. Fay’s inaugural address is a masterly survey of certain re-
cent trends in co-operative thought and activity all over the world. He
pleads, at the close, for more and more study and research, of which
he himself is not tired. He referred to the scores of students doing
their doctor’s thesis on one or more problems of co-operation in the
universities of Germany, Denmark and the United States. “There is
no movement that has such a fascinating combination of hard intellec-
tual problems and stimulating moral ideas.”” The address of Prof.
Ashby of the University of Wales dwells on the relation between Co-
operation and the State, on which hazy or dogmatic views have most
often been held. The complex relationship is skilfully analysed and
its many aspects are presented with a coolness and clarity associated
with the scientific economist rather than the enthusiastic co-operator.
The limitations and inhibitions of the State are not ignored, but the
need and scope for its aid and its initiative among comparatively less
educated peoples, and at critical times even among the more advanced
nations, are emphasized. The address is worth a very close study by
all of us. The third address is on the Phosphate Co-operative Com-
pany of Australia by Mr. A. Wolskel, its General Manager. This co-
operative enterprise, of whose origin and working a fascinating account
is given is the triumphant challenge of the agricultural community of

Vietoria to the combine of manufacturers who were exploiting the need
for this fertilizer.

We have this time an inspiring biographical account of Sir Horace
Plunkett by Mr. H. F. Norman, himself a veteran co-operator and a
close associate of Sir Horace in his co-operative activities and still an
active worker in the I.A.O.S. There are certain personal touches of the
great founder, which reveal his natural mind and his utter unselfish-
ness. Plunkett had no ‘private life’l—a pithy and pregnant reflection
on his public life. His interest in India started very early, though not
known to the public here. His memorandum of evidence submitted to
the Royal Commission on Agriculture in India, at the age of 74, was
very much valued, containing as it did the results of his ripe experi-
ence and his high sense of duty in spite of age and failing health. He
emphasised “the responsibility resting on all co-operative publicists to
consider the claims upon their thoughts of millions of depressed and
dissatisfied fellow beings.” What co-operation can do to promote rural
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hygeine forms the subject of a chapter by Mr. H. A, Izant. He begins
with an account of the Anti-malarial societies of Bengal which should
claim the distinction of organising the first health co-operative socie-
ties in the world. The Japanese Health Co-operative Societies which
began a decade back now own 200 hospitals in rural districts; they have
reduced medical expenses of farmers from 28 to 9 per cent of their
income. The Yugo-Slavian Health Societies have reached a higher
degree of efficiency, because of their existence of health communes al-
ready and the great progress made in co-operation by the Yugo-Slav-
peasant. The whole subject is of topical interest in Madras.

Apart from these special articles, there are the usual contributions,
of varying length, on co-operative progress in about 40 different coun-
tries. We would like to draw the attention of the readers in India to
the following accounts in particular : —The drastic changes made in the
constitution and functions of the rural credit and other societies in
Fascist Germany and Italy, which involve a serious departure from the
Raiffeisen tradition; the radical reorganisation of credit societies in
Turkey and Ceylon where the difficulties experienced are more or less
akin to ours; co-operation of the collectivist type recently introduced in
Mexico, after the Agrarian Revolution of 1910-20. State intervention
has increased almost everywhere particularly in economically back-
ward countries where not merely production and marketing are con-
trolled but inroads are made on the autonomy of societies, of course in
the interests of members. The following is typical of the attitude taken
up by the innovators: “The country is not yet ripe for the formation of
a free co-operative movement. Insufficient attention had been paid to

.the social conditions of the country...... The alternative is not be-

tween free co-operation and State-directed cooperation, but between
State-directed co-operation, and no co-operation at all.” It is contended
that the advantages of co-operation could not be reaped by the peasant
without the limitation of the freedom of management, i.e. ‘management
under tul‘telege.’ By and by the bridle will be relaxed and the classic
co-operative principles may have a fairer chance of working.”

Marketing, not credit, is the burning problem of the co-operatives in
the United States, Australia, Canada etc. of which clear analytical ac-

counts are given. How far we are behind in these spheres and how

credit problems still dominate in India may be seen from a short sketch
of the movement in the Punjab by the Registrar, Mr. F. W. Wace—
which is the only contribution on India in this year book and will be
read with great interest by all. It is full of warnings against lurking
dangers in the movement, though Mr. Wace is optimistic on the whole.
For instance, the concessions shown to those willing to clear off over-
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dues have had “the effect of improving payments by the well disposed,
without greatly reducing the volume of bad and doubtful debts” The

psychological effect of concessions is to create an appetite for more,

even for a remission of the whole debt. Debt Relief measures have well
nigh driven out the money lender from the village. The demand for
co-operative credit is greater than ever. But material security of the
members has been greatly reduced by land alienation and debt relief
measures. Greater caution is necessary in extending credit activities,
whatever might be the enthusiasm of politician ministers. With reduced
security, more loyalty, honesty and goodwill are required. In the Pun-
jab most of the co-operative commission shops for sale of produce have
failed because of the lack of loyalty of members. But the recent Grain
Payment Scheme under which the central bank’s brokers collect the
dues of societies in kind and market the same at reduced charges is
expected to educate the members on the value of collective sale. Mr.
Wace points with legitimate pride to the solid work achieved in the
consolidation of holdings by co-operative means and its psychological
effect on the standard of living and general efficiency. Better Living
Societies have ampler opportunities in such reconstituted villages and
efforts are made to seize the opportunities thus offered. We wish that
every year the Horace Plunkett Foundation invited authorities—official
or non-official—to contribute such a succinet account of the special
activities of every Province in India, which is far too big and diversi-
fied in a country to be dealt with at one stretch by a single contributor.

We would also suggest that in addition to the very useful sum-
mary of Legislation of the year and the brief Reviews of Books and
Reports, a statistical summary of the transactions of agricultural socie-

ties of different types in all countries be prepared and published in the
Year Book. ’

K.CR.

-

Tre STatE AND EcoNomic Lire. By Dr. Anwar Igbal Qureshi,
(New Book Co., Bombay, Rs. 5 or 7s. 6d.)

This is a contribution on economic planning by one who Stx;ongly
believes that the community would lose more and gain less by killing
private initiative.  The descriptive account of the various forms of

State interference, particularly in Germany and America, is intended
to strengthen the author’s case.

The approach to the problem is not realistic. The author s dis.
posed to favour the self-regulating economic system,

as it functioned ir
the pre-war world. But can that system be restore

d again ? Has nof
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the economic organisation become less flexible ? There is, for example,

_g.the increasing rigidity of wage-rates and there is also a growing res-
triction of competition. Even if the State had continued the old non-
intervention policy, the price mechanism would not have functioned
smoothly. Now that competition does not regulate production, dis-
tribution and exchange, the State is entitled to regulate the working
of the economic system to secure certain social and economic
ends deemed to be desirable by the community. To admit the need
for economic planning, however, does not imply an approval of every
form of State interference in economic life.

As an ardent worshipper at the shrine of Laissez Faire, the author
is not in favour of the policy of protection in force in India. The sacri-
fice borne by the community of consumers in order to protect domestic

".industries may be heavy. If that policy should be carried out with-
out discrimination, the sacrifice may even be excessive. At the same
time, the policy of protection may be necessary for a given country
under given conditions. Dr. Qureshi believes that the Indian farmer
would be affected adversely, if the policy of protection should be con-
tinued in the future. He points out that protective policy would first
diminish imports and after some time exports of agricultural products.
There is some force in this argument. But cannot the Indian mill-
owner be persuaded to buy Indian cotton ? Cannot the urban popu-
lation employed in protected industries provide a market for agricul-
tural specialities ? Similarly the author’s examination of the effect
of protective tariffs on customs revenue and Public Finance is also open
to criticism. It is true that customs revenue would fall off. But the
loss to the exchequer may be made good at least partially by a greater
yield of income-tax levied on the profits of industries and of excise
duties.

The author, however, does real service to the cause of pro-
tection by, emphasising the unfavourable consequences that may follow
an indiscriminate use of protection.

L. N. G.

Economic PLANNING IN CORPORATIVE PorTUGAL. By Freppel
Cotta (P. S. King & Son, Loondon, 1937, 8s. 6d.).

This is an able attempt to describe the elements of an interesting

experiment in economic and political organisation, viz., the Corporative

State, and as such it deserves to be widely read. Corporativism is
one of the several attempts of the post-war world in the creation of a
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just social order. In contrast with communism, it recog
to private property as a rational imposition of human
essential base of social progress ; but it subjects it to res
lic interest. It further demands that both elements in production,
workers and employers, must be organised into associations that arc;
approved by the State; through these associations their participation
in national production is regulated and controlled.

nature and an

Mr. Cotta describes the structure of the State lucj

. dly and gives
necessary details of the various organs of corporative organisation,gland
sums up the results so far achieved. Years of deficit budgets and party-

strife had brought Portugal to political confusion and to the verge of
economic ruin. The new plan has achieved commendable results—the
State intervening where necessary to control and to co-ordinate what
is to be produced, what prices have to be paid for commodities and what
. remuneration is to be paid for labour. That the book is based on

authentic sources of information is evident from the careful biblio-
graphy appended at the close of the book.

The Portugese Corporative State is still in the course of formation
and its structure is still incomplete. We hope with Professor Marcells
Caetans of Lisbon (who contributes a short Preface) that this conscien-
tious study will soon have a revised edition, in which some account will
Pe given of the progress made in the evolution of this great experiment
in social reconstruction. Co-operators in India may have their own
apprehensions of such an authoritarian regime; but in so far as Co-
operative Democracy in India has revealed many defects in working
our co-operative workers and leaders may have something to learn fron;
the working of a different system of control of industry.

A A

nises the right _

trictions in pub- -

CO-OPERATIVE SOCIETIES AT WORK IN INDIA

UNITED PROVINCES

Extracts from the Report of the Begistrar of Co-operative Societies, Mr. Vishnu
Sahay, 1LC.S, for the year ending 30-—6—1938.

General Progress. A statement showing the numerical progress is appended
(next page).

The number of central societies remained at 72. Their working capital shows a
further increase of 2.63 lakhs over last year's figure and the owned capital is nearly
one-third. The increase of 632 in membership is exclusively due to ordinary mem-
bers, viz., primary societies.

The number of non-credit central societies recorded a fresh rise from 54 to 77
and the progress being in full swing will be even more marked in the figures for the
next year. The working capital and membership have risen by Rs. 520 lakhs and
19,659 respectively; the noticeable feature is that about half the capital is owned.

The policy of steady development of agricultural primaries consistent with our
resources for supervision and audit was maintained and their number rose from
7,788 to 8,439. Cane supply societies increased to 663; the average number of mem-
bers per society has risen considerably.

Credit Societies—Central. The number of central credit societies, inclusive of
banking unions, was 72 as last year. The working capital of central banks increased
from Rs. 92.24 to Rs. 94.87 lakhs. Deposits from individuals rose from Rs. 42.35 to
Rs. 43.15 lakhs; those from societies and banks from Rs 7.65 to Rs. 8.27 and 3.08 to
Rs. 3.50 lakhs respectively. With four or five exceptions, the banks had the con-
fidence of the public and found no difficulty in raising the deposits they needed. The
usual rate of interest on one-year deposits was 3.5 per cent. Five banks made little

.or no advances and have been functioning merely as debt-clearing institutions for

some time and a progressive decline in their collections is inevitable. Recovery of
the existing societies in these areas is impossible, and work has to be begun afresh.

Borrowing and lending operations between central banks revolved more or less
round last year’s figure. The Department does not, as a rule, intervene in those
operations and banks are required to negotiate with each other direct. In the past,
with a comparatively stationary movement and credits curtailed owing to the slump,
these adhoc arrangements worked well enough. But now with the development of
marketing societies needing advances for varying periods, a more automatic machi-
nery for balancing and raising funds is necessary. The establishment of a provin-
cial bank has been approved and Government have allotted Rs. 75,000 for setting it
up.

Advances to primaries rose from Rs. 37.44 to Rs. 39.25 lakhs but recoveries fell
from Rs. 37.56 to Rs. 33.93 lakhs. Overdues rose from Rs. 16.60 to Rs. 16.72 lakhs.
There was a small set back in recoveries from societies during the year, though the
position is still better than in the previous year. The difference between the work
of Union-controlled supervisors and those outside the Union is as marked as ever.

In pursuance of the scheme of repayments in kind, the Moradabad Bank deve-

Joped its scale of operations and purchased wheat worth Rs. 1,05424 as against
10
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39,82,013
12,65,943
66,568,327
30,34,070

149,38,353

39,10,619
10,30,413
64,00,644
26,16,516
139,58,192

94,87,365
25,991,412
119,14,461

62,99,720

92,24,838
20,71,651
110,62,125
54,05,633

5,886
7,526
13,412
35,489
1,884
37,373
59,949
3,82,254

2,711,520

5,960
6,820
12,780
16,336
1,378

2,91,402

17,714
2,08,738
52,170

72

7
8,439
547
9,135

72
474

8,388

7,788

Total

Credit

Non-Credit
Agricultural
Non-Agricultural

Central Societies—
Primary Societies—
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Rs. 77,004 in the previous year. There was a small loss of Rs. 657 on the trans-

» action but collections were nearly cent per cent and their genuineness cannot of
course be questioned. Repayments in kind unquestionably strengthen the credit side
of our societies but the purchase and sale of grain is a business with vagaries and
the sound thing is not to stock for too long in the hope for a rise. Better collec-
tions will offset a small loss caused by quick sale while the loss possible in holding
on may well cripple a bank. The question of thrift and credit societies undertaking
the sale of the members’ produce is receiving earnest attention and arrangements are
being made to take up this work in about 1,500 societies.

Land Mortgage Societies. The land mortgage societies continued their small
scale operations. Membership rose from 456 to 556, advances by about Rs. 15,000 to
Rs. 42,000, profits from Rs. 3,086 to Rs. 4,993 and overdues fell. The usual rate of
interest on borrowings and lendings was 4% per cent and 7% per cent. As usual
almost all the advances were for redemption of previous debts. The societies have
been advised to be particularly stringent in the matter of security, as the value of
zamindari has fallen and the projected tenancy legislation makes the future value
uncertain.

Agricultural Societies—Unlimited Liability. New registrations were 372 against
513 in the previous year. After allowing for societies cancelled during the year, the
total was 6,923. Membership rose from 1,41927 to 1,60,069. Thrift deposits from
members have been gradually increasing. They amounted to Rs. 2.78 lakhs against
Rs. 2.45 lakhs in 1936-37 and Rs. 2.07 and Rs. 1.89 lakhs in the preceding years. We
are still, however, very far from the ideal of societies raising their capital from the
deposits of members. There are real difficulties, those who become members do not
usually have surpluses to deposit; those who have the money do not have the bank-
ing habit and are afraid of locking up their money.

The working capital rose from Rs. 105.4 to Rs. 110.04 lakhs, the owned capital
alone being responsible for Rs. 1.97 lakhs. Advances during the year rose from
Rs. 32.24 to Rs. 36.89 lakhs. Repayments increased from Rs. 30.0 to Rs. 32.28 lakhs.
Collections were credited to principal in a number of cases and overdues in interest
rose from Rs. 17.17 to Rs. 17.70 lakhs. The general position is as summarized in

\previous years—stagnation and even deterioration in recoveries in the four or five

‘black spots’ of the movement, and a slight improvement elsewhere.

Out of 6,923 societies, 4,179 have worked for over ten years. The number of
societies which distributed dividends rose from 1844 to 2053. Those which worked at
a loss at the other end rose from 569 to 660. This is partly due to the stoppage of
interest by societies in a number of cases.

Non-agricultural societies—Limited Liability. The number of these societies rose
from 128 to 162; membership from 41,000 to 46,171. The working capital increr d
from 47.87 to 55.23 lakhs and owned capital from Rs. 22.98 to Rs. 26.06 lakhs. De-
posits of members increased from Rs. 19.23 to 21.20 lakhs which means that thrift
has not carried the wide appeal which it should have. It is curious indeed that
people burdened with the responsibilities of maintaining a family have not so far
realised the importance of laying by something against the rainy day.

Of the 162 societies, 145 belong to salary earners, Financially these societies are
usually a success; collections are good as the instalments are collected from the
salary and the members do get credit cheaper than they would from other sources.
But the thrift agpect of this work is still not appreciated and loans tend to be allow-
ed mechanically.
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Non-Agricultural Societies—Unlimited Liability. Societies of this type are man-
ned largely by weavers, leather workers and petty traders forming a total of 140
cut of 224. Membership went up from 5,101 to 6,326, giving an average of 28 against
25 per society. The working capital rose by Rs. 11,000 to Rs, 3.11 lakhs of which no
less than Rs. 1.74 lakhs is owned.

The weavers who predominate do not possess any great reputation for credit
worthiness and owing to the further absence of security, the problem of recoveries
presents special difficulties, and yet it is societies of this kind which present the
largest scope for development of the oldest industry after agriculture. It is proposed
to start industrial stores at suitable centres which will arrange not only for the
bulk supply of raw material to societies but also for bulk sale of their finished pro-

ducts. The scheme also provides facilities for improving the finish of cloth and for
introducing better designs.

Seed Stores. Partabgarh has 12 stores (central and primary) and distributed
5,000 maunds. Half of these are unregistered yet. In three circles, the cultivators
have started growing improved wheat in compact blocks. Next comes Bareilly
which distributed 1,647 maunds through its four stores, two of which are central.

The central stores worked at a small loss of Rs. 290 while the primary stores made
about the same profit.

Industrial Stores. In addition to the Mason Industrial Federation there are four
central stores for weavers at Agra, Etawah, Tanda (Fyzabad) and Cawnpore. The
Mason Federation which I had almost given up as bankrupt, has taken new life—
thanks to the efforts of the Assistant Registrar. The old losses amounting to about
Rs. 6,000 have been written off and there was a net profit of Rs. 1,490 at the end of
the year. Goods worth about Rs. 30,000 were sold mostly through the United Pro-
vinces Government Handloom Emporium. The Federation manufactures furnish-
ing cloths, Kanauj pattern saries, cotton and mercerized sabudana cloth, shirting
and coating. Attempts are being made to increase the sale of lungies in the Bengal
and Assam markets. Orders for the supply of 25000 dhoties for chaukidars have
been secured through the stores Purchase Department. The supervising staff is
paid out of the Government of India grant for the promotion of handloom weaving.

The other four stores are also making some progress. The Cawnpore Knitting

and Weaving Society purchased ten knitting machines, four of which were put on;

work during the year. The Sandila Industrialists’ Co-operative Stores funetions as
a nucleus for marketing the produce of such weavers as are also members of the
Sandila Weaving and Sale Society. This Store has specialized in furnishing cloth,
shirtings, sarees, bedsheets, bed-covers, napkins, runners and table covers. The
Tanda Weavers Store manufactures kela silk for which there is good market. The
local bank advanced Rs. 1,30,000 on the pledge of goods, of which Rs. 1,20,000 has
been repaid. The Agra Industrialists’ Store stagnated and once again worked at a
loss. The reason given is that there is little market for durries of superior quality
which the societies produce. The Etawah Store which worked under the auspices of
the Industries Department until March 1938 was registered during the year. The
Store appears to have good prospects of development. Its shirting and coating cloth
kas found a good market through the Government Handloom Emporium.

Milk Supply Societies. There are two milk supply unions (at Lucknow and
Cawnpore), two dairies (at Benares and Allahabad) and eight primary milk supply
societies. The most important is the Lucknow Milk Supply Union. [t handled
1,41,440 1bs. of milk against 70,000 last year. The producing societies are in villages
at a distance of about 15 miles from the city and overhead charges on transport
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to souring are heavy. The Government have given a grant of
;:d 2:)';;;‘3‘;‘1;; purchu::g of apparatus for keeping the nulk fresh and safe and
out of this machinery worth Rs, 8,000 has been purchased since the close of the
year. From an average supply of 5 maunds per day th(? figure has alreafiy gone up
to 17 maunds a day and with the installation of a cooling plant the. Umox.u e.xpects
{0 handle 25 maunds of milk a day. In the 17 villages where the mxlk'socxetles are
working, the price of milk obtainable by the producer has already risen from 16
seers per rupee to 13 seers. These societies arranged for the purchase of good cat.tle
worth Rs. 7,500 by their members. Work is now being expanded on another sxd.e
of Lucknow and the Union has also opened a centre for'th‘e sale of' Khowa.. This
Union shows every sign of development. The other societies are tiny affairs and

do not require separate mention.

Cane Supply Societies. There are two kinds of cane mal.-keting co-opex-fattil;re
Societies: (1) those formed in the gate areas of cert‘am factories as a part. of Dee
Cane Development Scheme and (2) the others orgaxpsed by ?he (?o-operz:itxve ani_
partment for whole districts or sub-division. Theoretically their objects and organi-
sation have also been similar. But in practice, the. formef have been paying attiln-
tion both to agricultural improvement and marketing while the latter, ?111 r'ecen Y,
confined themselves principally to marketing though now they are payu}gl mcre.as-
ing attention to development also. One distinction between them, that stil rznaxir‘x’sé
is that while the former deal with small compact areas, the latter have extens
areas of operation.

The Cane Development Scheme was initiated towards the end of 193?. The Gov-
ernment offered to develop the cane in the gate areas of such factories tas v;e:
willing to pay an annual contribution of Rs. 3,000 a year to t.he. Governmenl. an .
purchase cane through a co-operative society paying corfxmlssmn on supp uefs.tl’l o
start with 22 factories joined the scheme, five more came in later and three A(; ) t:::
secured double zones. Under the scheme each zone had a staff of one Assis ant
Cane Development Officer, three supervisors and nine kamdars, w1.1§ ax:;‘ e:;gecon—
to ‘develop’ an area yielding 2,000—2,400 acres of canc annu:'alhé. ¥3eslx9 ;ss e 30 ¢
tributory zones, 56 new non-contributory zones were organisec In X

In the first year in every zone a small area, ‘usu?lly. 200 acres, is pu(t1 unc'}‘el: r}ez
varieties of cane and effort is made to cultivate it with mprov?d rtnheth:)h.s.d :r \.lof
area, 2000 acres of developed cane, will be brought aboutbm 230 oogaci: o
working. When the work is completed in all the 86 zones, z:i ou; ,00, . Staﬁs il
be directly under the control and guidance of the cane deve oprlner’xrh o(.:ieties
area of about 1,00,000 acres has already been brought under .cont;o3.7 - e sd teties
under the scheme supplied 1.34 crore maunds of cane during 19 -1 khzn‘ ere
were no losses. The other societies marketed 142 crores, earned 2.12 lal in co
mission and in the total had profits of Rs. 26,356.

Ghee Societies. After cane supply societies, the most important ‘de'velopmex;rt of
the movement has been in ghee societies. The number of these soc:eftxesh rosgomiln;
153 to 277; membership rose from 3,153 to 5791. The amount o g.e:a‘e; incy
marketed rose from 1981 maunds to 4,305 maunds. The proﬁts. of thf: socu:e:i rere
about Rs. 20,000. The quality of the ghee sold by ?.hese socl?ues is tf; su-engﬂ;
firstly by the panches and secondly by the Ghee Union. A tribute to the
of these societies comes from the middlemen whom they have ousted.

Consolidation of Holdings. The number of societies has risen from 93 to 118,
the bulk being in Saharanpur and Bijnor. The work in Agra, Bulandshar and
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Budaun is in its initial stages. During the year, 8,800 bighas were consolidated,
11,992 plots having been reduced to 1280. The total area consolidated so far is
56,000 bighas, the number of plots having been reduced from 56,706 to 5,434
Twenty-one supervisors are maintained for this purpose.

Conclusion. Four years ago the departmental report announced a policy of
expansion of marketing and better living societies and of cautious expansion of
thrift and credit societies. Since then the number of the latter type of society has
made steady progress through slow, and liquidation has been avoided. Overdues
are considerably diminished and the financial position of banks and societies has
improved as a whole. A very considerable development of co-operative marketing
in the shape of cane sale and ghee sale societies has taken place. With these socie-
ties is being linked credit, and it appears that as far as areas which supply cane to
factories are concerned, the problem of making credit safe has been largely solved.
Collections in these societies have been nearly cent per cent for several years. The
time now appears to be ripe for a further expansion of the movement along the lines
of marketing-cum-credit societies, and there appears to be no reason to apprehend
failure, provided the lessons of the past, namely, the dangers of imperfect super-
vision or of imperfect training are fully kept in view and avoided.

COORG

Review by the Chief Commissioncr of the Report of the Registrar of Co-opera-
tive Societies for 1937-38.

The co-operative movement showed signs of progress during the year despite
unfavourable conditions. Seven new societies were started and there was some in-
crease in the share capital, deposits, reserve fund and working capital. Loans
issued amounted to Rs. 4,47,025 against Rs. 4,13,487 in the previous year. The per-
centage of collection fell to 57-34 and improvement is required. Net profits earned
fell from Rs. 31,090 to Rs. 29,752.

The Central Co-operative Bank though affected by the closing of the
Travancore National and Quilon Bank maintained the confidence of the public.
There was an increase in the deposits, reserve fund, working capital and the net
profits. It is desirable that the Bank should give effect to Resolution No. 11 of the
All-India Registrars’ Twelfth Conference. The percentage of collection fell slightly
and improvement is required. There is also a large balance outstanding in the de-
mand under the Supervision Fund. The value of the debts compounded by the
Debt Conciliation Board increased and the Board did useful work.

Two new agricultural societies were registered and the number of grain banks
increased by five. The rate of interest charged by grain banks, except newly
registered banks, is between 12 and 20 per cent.

One Students’ Store Society and one Co-operative Crop Loan, Sale and Supply
Society were registered during the year. The conversion of the Central Co-opera-
tive Stores into a marketing society will be considered after the receipt of the report
from the Special Officer, conducting the Agricultural Enquiry. Most of the cloth
and provision stores were worked at a loss on account of competition by private
merchants and some lack of loyalty among the members.

The work of the Honey and Wax Producers’ Co-operative Society and the Milk
Supply and Hides and Skin Society is progressing. The Milk Supply and Hides and
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Skin Society should undertake the purchase of hides and skins without further

;. delay.

The work of lantana eradication and anti-malarial societies was unsatisfactory
on the whole, but the two Better Living Societies are making considerable headway.
1t is hoped that the number of such societies will be greatly increased.

A regrettable feature of the movement is the growing amount of litigation. 978
cases were filed during the year as against 811 in the previous year. 269 cases
remained pending at the end of the year as against 43 in the previous year. There
was however some decrease in the acreage of lands (privileged and unprivileged)
sold for arrears of co-operative debt.

GWALIOR

Government Review of the Report of the Registrar of Co-operative societies for
‘the year 1937-38.

The annual Report of the Co-operative Banks and Societies in Gwalior, for
1937-38, deals with the position of the co-operative movement. It is stated that the
bulk of the working capital of the banks continues to be locked up in old debts. This
has resulted in a severe contraction of credit and a general deterioration of socie-
ties in some tracts. The immediate causes are the economic depression and the
sequence of bad years which have affected with minor variations almost all the
districts of the State.

The Report mentions broad general conclusions of Prof. Kale's examination.
The deterioration of the movement was due to the capitalistic legislation which
made co-operation more official and technical ; much of the confusion and stagna-
tion is due to faulty legislation, to the inefficiency of the staff, to the defects of the
system and the policy.

Prof. Kale’s proposals when brought into effect would involve among other
things the organisation of co-operative education and training, the repeal of the

" Gwalior Banks Act, the establishment of the Apex Bank, provision for long ferm

loans through land mortgage Banks, the development of the urban co-operation,
strengthening the audit staff.

The Banks during the year under report have again had to face a difficult year.
While the increases under working capital, reserves and deposits have been nominal,
profits have gone down steadly and there has again been some rise under overdue
arrears. The profits earned by all banks fell from Rs. 31,821 in 1936-37 to Rs. 17,109,

There was a fall in the number of societies and their membership during the
year, which is directly due to the continued policy of the Department to cancel
unhealthy and defunct societies. In all 78 societies were cancelled during the year
under report. .

The attitude of the public towards the movement shows signs of improvement.
Active interest is gradually taking the place of apathy with many and among agri-
culturists the need of co-operation is generally accepted.

The Rural re-construction movement in this State owes its inception to Hie
Highness and it was under Durbar’s personal supervision and direction that the
work in Purani Chaoni centre was originally started in October 1936.
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The central principle which has been followed throughout has been to surround
the villager with the means of self-help and to educate voluntary workers in the
principles of rural improvement. The settlement of disputes, the spread of educa-
tion, the prevention of extravagance and harmful customs and usages, the organisa~
tion of lectures, exhibition and propaganda tours in the surrounding villages and
the establishment of the ‘Moondha-making’ classes were among the main acti-
vities of the centre. The centre, which has always been regarded as an example
rather than as an isolated effort at rural re-construction, has all the time been
quietly preparing the way for uplift work in its neighbourhood.

PUDUKOTTAI

Governmeni Review of the Report of the Registrar of Co-operative Societies for
Fasli 1347 (1937-38).

The Dewan Peishkar continued to be the ex-officio Registrar of Co-operativ A

Societies. He was assisted by a Deputy Registrar who has been invested with ‘an
the powers of a Registrar under the Co-operative Societies Regulation.

Number of Societies. The fasli opened with 122 societies. The registration of
four societies was cancelled and one new society was registered in the fasli. Thys
there were 119 societies at the end of the fash.

Classification of Co-operative Societies. One was a Central Bank, 96 were
Agricultural Credit Societies, 15 were Non-agricultural Societies, four local Super-
vising Unions, one was a Co-operative Central Institute, one was a Building Society
and one was a Labour Union. Of the 15 Non-agricultural Societies, six were
Credit Societies, two were Weavers’ Unions, three were Stores Societies, one was

a Co-operative Press, two were Societies for the supply of books and stationery to
the students and one was a Medical Store.

Membership. The total number of members in all the societies excluding the

Central Bank and the Supervising Institutions was 11,931 against 11,480 in the pre-..

ceding fasli. 2,261 were Brahmins against 2,184 in the previous fasli, 7,516 non-
brahmin Hindus against 7,213 in the preceding fasli, 570 Christians against 537 in the
preceding fasli, 697 Mohammedans against 696 in the previous fasli, and 849 adi-
dravidas against 807 in the last fasli while other castes and societies accounted for

the remaining 38. The Darbar are glad to note that the number of Adi-dravida
members rose from 807 to 849.

The Central Bank. The number of members decreased from 113 to 111 in the
fasli under review. The paid-up share capital decreased from Rs. 57,392 to
Rs. 57,172, Deposits fell from Rs. 2,39,593 to Rs. 2,34,351 and working capital from
Rs. 3,17,217 to Rs. 3,12,505. Net profit also fell from Rs. 3,000 to Rs. 2,619. The
Reserve fund rose from Rs. 20,982 to Rs. 21,636. A sum of Rs. 1,32941 was due to
the Central Bank from the primary societies, out of which the bank realised
Rs. 12,793 leaving a balance of Rs. 1,20,148 or 90.38 per cent. The collection under
‘Interest’ was again poor. The Darbar observe that the working of the Central
Bank leaves room for improvement and hope that it will show better progress
hereafter now that it has taken up the consolidation and rectification of rural
societies.
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" Agricultural Societies. At the beginning of the fasli there were 99 Agricultural

3 societies. During the fasli the registration of three Societies was cancelled ; thus
‘the total was 96 at the end of the fasli. The total number of members was 6,881 at
the end of the fasli against 6,755 at the end of fasli 1346. The share capital rose from
Rs. 56,840 to Rs. 57,051. The Reserve fund increased from Rs. 1,28,681 to Rs. 1,32,836.
The net profit of all the societies was Rs. 7,923 against Rs. 8,577 in the previous fasli.
A sum of Rs. 3,29,337 was due to the societies, out of which they realised Rs. 97,613,
leaving a balance of Rs. 2,31,724 or 70-36 per cent. The collection under interest
‘was slightly better than in the previous fasli. There is still room for improvement
in the realisation of dues.

Non-agricultural Credit Socictics. The total number of societies under this
head was 6. They worked satisfactorily. The number of members increased from
3876 to 4,663 and the share capital from Rs. 33,751 to Rs. 35,468, Members' de-
posits fell from Rs. 4,228,653 to Rs. 2,78500. Non-members' deposits rose from
Rs. 8,55,705 to Rs. 9,48,783. The percentage of balance to demand decreased slightly
from 4154 to 41.06. The Darbar hope that these societies will show better progress
in collection of dues hereafter.

The Town Bank Ltd, is the largest of these societies. The net profit of the
Bank for the fasli was Rs. 22,168 against Rs. 15,560 in the previous fasli. The
management of the Bank are to be congratulated on another year of useful and
successful work. The Darbar hope that effective steps will be taken to reduce
‘ overdues.’

The other societies falling under this category are the Brahadambal Co-opera-
tive Society, the Non-Gazetted Officers’ Association Co-operative Society and the
Town Teachers' Society. They continued to work satisfactorily. The Police Offi-
cers’ Society confined its work to the collection of outstandings. The Cheri
Co-operative Society was registered in the fasli. The Co-operative Medical Union
advanced loans to its members in addition to buying and selling medicines.

Weavers’ Societies. The Karambakkudi Panchama Weavers’ Union and the
Tiruvappur Weavers' Union come under this category. The former continued to

%. be dormant while the latter worked satisfactorily and earned a net profit of

Rs, 262. The Government continue to meet the pay of the clerk of the Sales
Depot. They are glad to note the substantial improvement in the sales in the
Depot.

Stores Societies. The three Socicties under this head are those at Ambal-
puram, Alangudi and Viralimalai as in the previous fasli. The first two societies
worked at a profit. The Viralimalai Stores Society again incurred a loss.

The Co-operative Press. The Society worked satisfactorily and earned a net
profit of Rs. 2,000 against Rs. 1,400 in the previous fasli.

Societies for supply of books and Stationery to students. The Teachers' Bene-
volent Co-operative Credit Society, Ltd., earned a profit of Rs. 622 against Rs. 1,194
in the previous fasli and the College Society earned a net profit of Rs. 604 against
Rs. 498 in the previous fasli On the whole the working of these societies was
satisfactory.

Supervising Unions. The four local Supervising Unions continued to be dor-
mant. After the close of the fasli under review, the registration of these Unions

was cancelled and the supervision work permanently transferred to the Central
Bank.
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The State Co-operative Institute. This institution did no work worth men-

tioning in the fasli. The question of abolishing it and transf. rring
Central Bank is under consideration. © fta work to the

Buildings Societies. Of the two Societies under this h

> > - ead, No. 149, -
kottai Co-operative Building Society, Ltd., was liquidated in the fasli whi:eNl:ug:o
Government Servants’ Co-operative Building Society Ltd., worked well and earne(i
a net profit of Rs. 579 against Rs. 348 in the previous fasli. Up to the end of the
fasli it had i d i i
fasu_l ad issued 92 loans amounting to Rs. 41,580 including Rs, 12,850 lent in the

General. Tt is regrettable that nor-credit societies have not mad

tab’ 3 e bette -

gress and that non-official interest in the Co-operative movement appears r': rze
waning. The Co-operative movement is one of the channels into which members
of the Legislative Council and other persons of influence might divert their spare
energies to the practical benefit of their fellow citizens. With a few creditahle
exceptions they do not appear to have done so.

CO-OPERATIVE CONFERENCES AND MEETINGS

PROCEEDINGS OF THE JOINT SESSION OF THE STANDING COMMITTEES
OF THE INDIAN PROVINCIAL CO-OPERATIVE BANKS' ASSOCIATION AND
THE ALL-INDIA CO-OPERATIVE INSTITUTES’ ASSOCIATION.

JUBBULPORE, STH AND 9TH APRIL 1939.

A joint session of the Standing Committees of the Indian Provincial Co-opera-
tive Banks' Association and the All-India Co-operative Institutes’ Association was
held at Jubbulpore on Saturday the 8th April, 1839, at 11-30 A.M., under the pre-
sidency of the Hon'ble Mr. V. Ramadas Pantulu, President of both the Associations.
The session was attended by members from many of the Provinces and some of the
Indian States. Mr. C. C. Desai, 1.C.S., Director of Industries and Registrar of
Co-operative Societies, CP. & Berar, Rao Saheb N. R. Chandorkar, Senior Deputy
Registrar of Co-operative Societies, C.P. & Berar, Mr. Wazir Ferozchand, Registrar
of Co-operative Societies, Jammu and Kashmir, Mr. D. P. Avadhut, Registrar of
Co-operative Societies, Indore, Mr. Md. Asghar Ansari, Registrar of Co-operative
Societies, Bhopal, Mr. R. N. Roy, Deputy Registrar of Co-operative Societies, Bengal,
and the local co-operators of Jubbulpore as well as of the Central Provinces and
Berar were also present.

The Registrar of Co-operative Societies, C.P. & Berar, in opening the pro-
ceedings, delivered the message from the Hon'ble Pandit Dwarka Prasad Misra,
Minister in charge of Co-operation, C.P. & Berar and welcomed the delegates. He
said: —

I consider it a privilege to be in the happy position of welcoming so many dis-
tinguished and veteran co-operators who have assembled here this morning from
all over the country and to convey to the conference the cordial message of welcome
which the Hon'ble Mr. Dwarka Prasad Misra, Minister in charge of Co-operation
in C.P. and Berar, has been pleased to send. I shall first read out his message.

MESSAGE

“I am very grateful to you for your kind invitation to attend the joint meeting
of the Standing Committees of the All-India Co-operative Institutes’ Association and
the Indian Provincial Co-operative Banks’ Association and to deliver the inaugural
address. I would have most willingly and gladly accepted the request, were it
not for the fact that I have already a previous pressing engagement which requires
my presence elsewhere. I would have particularly liked to attend the conference,
as it is being held in my own town, but I regret very much that it is not possible
for me at this stage to change my programme. I, however, offer you all a very
cordial welcome to the second city of the Province and the capital of Mahakoshal,
rich alike in historical traditions and worthy memories.”

“As you are all aware, the co-operative movement in this Province, and if 1
may say so in the country, is passing through a crisis. Although co-operation has
not everywhere yielded the results expected of it by its authors and votaries,
nevertheless, if conducted on the right lines, it is probably the only effective agency
for the betterment of rural economy in an essentially agricultural country like ours,
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1 have no doubt that the problem with which the movement is confronted will
receive your closest attention, and your deliberations will prove of great value to

=-d

the co-operators of this and other provinces in solving those problems. I shall -

await the results of your deliberations with great interest.”

“Gentlemen, I do not desire to detain you. I wish your Conference every

success and I hope that you will carry away pleasant and enjoyable memories of
this Province and this town.”

Continuing, the Registrar of Co-operative Societies, CP. & Berar, said:—

Gentlemen, before I resume my seat I may be permitted to say a few words
on the situation facing the co-operative movement to-day. You are meeting at
a time which coincides with the most critical period in the history of co-operation
in this province, and if I may say so, in the country. Co-operation may have
fallen short, perhaps considerably short of our expectations; yet it is agreed on
all hands that there is nothing to replace it, especially in a vast, poverty stricken,
agricultural country like ours. The more apparent the failure becomes, the deeper
ir our faith in co-operation as the solvent of economic ills and the more grim will
our fight have to be to reach the desired goal. Problems which have baffled the
best brairis in the country have come to the forefront and are urgently crying
for a solution which, while not affecting the fabric of society as represented by
State finances, will rehabilitate this great movement, founded as it is, on the high
and noble principle of ‘ All for each and each for all’ Some of the fundamental
problems are common to all provinces. I will not take much of your time in
enumerating all these matters of moment to the co-operative movement, but would,
taking advantage of this occasion, like to bring the most important ones to your

notice in the hope that you will deliberate on them and throw some light for the
guidance of workers and governments alike.

Many banks, especially in Berar, a land which at one time, not long ago, was
famous for the free flow of milk and honey, have, in the course of coercive pro-
ceedings, been compelled to acquire lands, the management and disposal of which
is a problem, on the solution of which depends mainly the future well-being of
the co-operative structure in that part of the province. Should lands be acquired;
how should they be managed so as to be remunerative and how should the lands
be disposed off in the face of dwindling prices and declining com;
how should financial accommodation be provided to banks in need of it? To what
extent is this the function of the Provincial Bank and of the State, ie. the general
taxpayer? How are the recoveries to be improved and the mass of heavy frozen
overdues to be liquified? Whether and how should debts of members of societies
be conciliated so as to be well within their paying capacity and how and between
whom should the deficit in the assets arising from this debt conciliation be distri-
buted and provided for? Whether and to what extent and with what effect should
depositors and other creditors of the movement be called upon to contribute their
share to the sacrifice so necessary to put the house of co-operation into order?
How should the new societies be organised and what steps should be taken for the
proper training and education of the members, lack of which is the basic cause
of the failure of the movement? Gentlemen, these are all questions of vital impor-
tance to the co-operative movement to-day. I have no doubt that these and many
others will duly come under your searchlight and review. Your deliberations and
decisions will serve as a great guide to us in the solution of our difficulties, and

I have no doubt that they will be awaited with equal interest and expectancy by
others similarly situated as myself.

-
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Another big problem before us is to co-ordinate co-operation wfth other
nation-building activities so as to evolve a comprehensive plan of rural uplift. Ours
is a land of villages and the problem of the village is the problem of the country,
a point which is apt to be lost sight of in our present overweighted urban economy
and influence.

Sir, one word more and I shall have done. Once more, as Registrar of Co-
operative Societies in this province, I welcome you to thxs province and hope and
pray that your deliberations will proceed on prfic‘txcal hr.les and may show us the
way, which we all so ardently desire, to rehabilitate this gr?at movement in the
province and link it up with the scheme of rural reconstructh} so as to secure a
richer and fuller life to our fellow villagers. Before concluding I must .ask for
your indulgence not to judge the arrangements mad.e here for t}}e boarding and
lodging of the delegates too harshly. I would par.txcularly mention the name of
Mr. Dwarkaprasad Bhargava, who has spared no pains to make complete ax:range-
ments and to see to the comforts of one and all who ?lave come here for this con-
ference. I thank you, Sir, for giving me an opportunity to say a few words at the
commencement of the conference.

The President, Hon. Mr. V. Ramadas Pantulu, then spoke as f(?ll.ows :—A's you
are all aware this is not a formal gathering of co-operators but'a']omt meeting of
the Standing Committees of the Indizn Provincial Bar.xks’ Ass?cxatxon and the All-
India Co-operative Institutes’ Association. At this jom.t meeting both .these Asso-
ciations have met together to transact some fixed business. ¥ou will therefore
pardon me for not being prepared for a formal address. Besides my health at
present is not such as to enable me to deliver any address at length.

1 have no doubt you will all agree that it is our 'primary duty as co-oper.ators
to convey our grateful thanks to the various Prov%ncxal Governm.ents f.or the m.te-
rest they are taking in rehabilitating the co-operatwe.movement in .then' respezctl.vc;
provinces; not only in Congress provinces but also in o%her provinces Provincial
Governments are taking active interest in the co-operative move'ment. As. the
Registrar of C.P. & Berar has just now said, ox}e of our problems is to c(t-ordm:hte
co-operation with other nation-building activities. Tht?refore, we can ]uflge e
work of Provincial Governments in relation to co-operation along with their other

activities of a nation-building character, but unfortunately, to my knowledge, no

Government has fully realised the potentialities of the movefnent m the econox:nic
uplift of the masses. There is no economic plan or scheme in whlch co-operation
has been given an integral place. What 1 mean is that no Provincial Gove_r?\mtant
has yet drawn up a scheme to use co-operation as a means for the rehabilitation
of the masses. Co-operation is mainly looked upon as an isolated r.novement. 'The
fault, perhaps, 1 think, is not of the Governments‘. Co-operators in the provinces
should take active inierest in placing before their Governments .programmes and
see that the movement is utilised for nation-building in each province.

There is a great deal of co-operative literacy in both the Provincial and Central
Governments. You are perhaps aware that amongst the laws enacted by the Cen-
tral Leegislature recently the Insurance Act, the Motor Vehicles Act and t.he
Indian Income-tax (Amendment) Act are some of the most important Acts which
have been passed, and each of these very vitally touches the interest of'the co-ope-
rative movement in India. I have said something in the current issue of the
Indian Co-operative Review* about the Motor Vehicles Act and the Insurance 'ﬁ:!t
and propose to say something about the Income-tax Act in the next issue.t e

{January-March, 1939.

*October-December, 1938.
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Co-operative Socleties under the Indian Income-tax Act are not classified under
any particular head of assessees. Therefore the curious result is that co-operative
banks not belonging to any classification are classified as “Associations of Indivi-
duals” for purpose of income-tax and super-tax. The Madras Provincial Bank in
2 years had to pay Rs. 60,000 more than what it would have paid had it been
classified in the same group as a commercial bank and not as an “Association of
Individuals.” When I brought forward this matter before the Council of State, the
Finance Member said that he did not know anything about it and nobody drew
his attention to the fact that co-operative banks are paying more income and super-
tax than joint-stock banks. The Government of India have since promised
definitely to bring forward before the legislature the question of further amending
the Income-tax Act, so that co-operative banks may not have to pay more tax than
they would have to if they were joint-stock banks. There is a general impression
that co-operative banks are escaping incometax and supertax and are enjoy-
ing complete exemption from both. This is, as you all know, an erroneous view.
Profits of co-operative banks from purely co-operative business are alone exempted
from incometax. But all co-operative banks have to pay tax on the income from
interest on Government and Trustee Securitics and various other sources of income,
which are not considered to be the legitimate business of co-operative banks, in
accordance with the whims of income-tax authorities. So we have got to take a
little more interest in both the Provincial and Central Legislatures and there is
hardly any legislation which does not affect us whether it be passed by the Cen-
tral or Provincial Legislature. We should take a greater interest in the shaping
of the opinion of the Provincial and Central Legislatures regarding the co-opera-
tive movement. In the matter of Incometax Act the Indian Provincial Banks' As-
sociation has submitted a Memorandum to the Government and agreed to furnish
any other information which may be required.

With regard to the numerous problems which are confronting us to-day I
do not think I posses the necessary energy to deal with them. However, one of the
difficult problems which is confronting us is the question of overdues and its re-
action on the future of the movement. Both in Bihar and Bengal the problem is
very acute. In Bihar the movement has come to a stand-still. I should say it
has practically collapsed. Central banks and societies are not functioning and the
Provincial Bank also is not functioning. The Provincial Government of Bihar is
faced with a task which no other Government is faced with till now. Recently
I had been to Bihar and I had the opportunity of studying the report of the Re-
habilitation Committee submitted to the Bihar Government, and its recommenda-
tions are pending consideration. Bihar is taking unduly long time for the consi-
deration of the report. I trust and hope that when matters are bad Provincial
Governments will not take unduly long time to investigate into the reports and
take action. If matters are held up for 3 to 4 months more, the Government of
Bihar may not be able to do anything in the matter of rehabilitating the movement
there. The Government of Bihar, as matters at present stand, will not only have
to lend some money to co-operative organisations to provide future finance to mem-
bers but they will also have to part with a large amount in the shape of a grant
by bearing a portion of the loss incurred by the co-operative banks. This is the
conclusion I have come to after mature consideration of the problems confronting
the co-operative movement in Bihar. I earnestly hope the Government of Bihar
will do something quickly if they intend to rehabilitate the movement.

So far as Bengal is concerned, things are not so bad. Arrears have accumu-
lated to a large extent and collections from Central Banks are very meagre somuch
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go that deposits cannot be repaid on maturity. So the Government of Bengal I
am glad to say have come forward with an announcement that the Government will
do what they can to rehabilitate the movement. The scheme in its outline has
been that funds will be provided by the Government by the issue of debentures
to the extent of the good assets of Central Banks for the redemption of their
deposits. The debentures will bear the guarantee of Government with regard to
both principal and interest and will be floated by the Provincial Bank in Bengal.
If possible it is also intended to scale down the debts of the members of societies
and recover them in course of time. People who are able to pay the instalments
fixed for the past debts will be advanced fresh finance solely for their seasonal agri-
cultural requirements and not for their social ceremonies etc. Whatever amount
is found to be irrecoverable after enquiry will have to be met by the central banks
concerned out of their own resources or the resources of their creditors. No gene-
ral rule, however, in this matter can be laid down. The case of each individual
bank should be examined separately. The assets and liabilities of each bank will
have to be examined. Only in case some portion can be recovered, the Govern-
ment can advance a loan to the extent of the portion recoverable. I cannot advise
any Government to give subsidy of an amount equal to the amount which the co-
operative banks are about to lose. But the case of Bihar is different. In Bihar
we have found that several lacs of rupees are lost by the Central Banks and unless
a subsidy is given by the Government, the movement cannot be revived. I would
earnestly request the Bihar Government and the Bengal Government not to delay
matters unduly but to hasten with their schemes

The Registrar (of C. P. and Berar) in his speech has touched one more ques-
tion pertaining to lands held by Central Banks in Berar. In the first place it is a
most unnatural phenomenon. It is not the object of co-operative banks and socie-
ties to deprive their members of their lands or to purchase such lands for sale sub-
sequently to outsiders. I think the only possible solution of the Berar question is
to find some long term money either by the issue of debentures by the Provincial
Bank or some other agency with Government guarantee and to let the lands to the
original members or some other cultivators on hire purchase system as is adopted
in Burma. If neither of these two courses were feasible, it would be advisable to
dispose of these lands as quickly as possible and after recovering the dues, to refund
the excess, if any, to the members. The Central Banks should return the surplus
to the members whose lands have been purchased by them. If there is any scheme
for the consolidation of holdings, these lands can be made into colonies where joint
cultivation may be tried in large areas. The settlers will raise funds with the
backing of their credit as security and will gradually acquire the lands on hire
purchase system. The solution of the problem lies, as far as I can see, in either
selling off the lands or leasing them or giving them on hire purchase system and
in course of time liquidate the obligations.

With regard to the future development of the co-operative movement we are
receiving advice from various quarters. The Reserve Bank, through its Bulletins,
has been telling us that credit societies alone will not solve the problem. There-
fore, there ought to be multi-purpose societies. No body doubts the fact that
credit alone will not serve all the economic needs of a cultivator and the village
in India requires some machinery to deal with all the aspects of its life. The tfye-
laws of all primary agricultural societies do provide for several of the functions
ayroposed for the multi-purpose societies. Under the existing bye-laws even the
existing societies can provide implements, seeds and manures and organise sche.mes
for the joint sale of the produce of their members. There are many other things
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which can be done by the existing co-operative societies without changing their
bye-laws or without the organisation of multi-purpose societies.

Before I conclude I would touch only one more point. A tendency is notice-
able at present in the Provinces and States to provide stricter control over the
workers and the movement by several stringent provisions in their new Acts. 1
am pained to notice this tendency, as the co-operative movement is and must
remain a people’s movement. The autonomous character of the movement ought
not to be destroyed and the present attempt to officialise it is inconsistent with the
declared intention of the founders of the movement and is not in the interest of
either the movement or the Government.

Before we proceed with the agenda before us, I should like to hear from the
representatives present at this meeting the state of the movement in their provin-
ces and the difficulties they are experiencing at present.

Mr. W. Zaman. You are aware thal the movement in Bengal has seriously been
affected by the economic depression and just at present there has been a deadlock
s0 far as circulation of money in the movement is concerned, and a certain degree of
public anxiety has been expressed about the stability of the central banks and about
the future of the agricultural seasonal finance. You have already before you the
assurance that the Government of Bengal has given to the co-operative movement
and this assurance has allayed public anxiety to a great extent. The assurance has
also enabled the central banks, backed by financial assistance from the Provincial
Be.mk, to organise societies for the purpose of giving short term loans only and you
will be pleased to hear that since the beginning of this month and before the date
I lef.t for this place, applications for seasonal loans for over Rs. 3 lakhs have been
received and are being considered by the respective central banks. It is expected
that the bulk of the loans applied for will be advanced. In organising societies for
short term loan purposes only, the mistakes that have been made in the past are

being carefully avoided. Loans are given and will be given entirely for bona fide
Crop purposes.

The co-operators of Bengal are also not idle about making arrangement for long
term loans. So far there have been only 5 Land Mortgage Banks to cater for long-
term nfzeds but the Government has at last agreed to extend the Land Mortgage
Banks in the province. It is expected that in a very short time a number of Land
M?rtgage Banks will be established and that these banks will take over the con-
ciliated debts of the members as far as possible. Instalments will be fixed according
to the repaying capacity of each member to facilitate the working of Land Mortgage
Banks. All these banks will be vested with special powers of a Debt Settlement
Board under t}}e Bengal Agricultural Debtors’ Act. The advantage of giving these
bfmk,s the special powers of a Debt Settlement Board are obvious and need not be
dilated upon.

Bengal is also fully aware that the movement should not confine its activities
only to the credit side of it and therefore a scheme for marketing the produce of the
members has also been inaugurated on limited liability basis, in some districts, and
I can tell you that some of these societies though organised only recently .have
already established themselves and have proved beneficial to the agriculturists,
Apart from establishing marketing societies for paddy only which is the maix;
staple crop of the province, arrangements are also being made for marketing jute
in the jute-growing districts. Marketing of jute will also be done on lines similar
to those of the Paddy Sale Societies. The Paddy Sale Societies have succeeded in
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paying their members 4 to 6 annas per maund in excess of what they used to pay
before.

Recently also Bengal has organised societies amongst fishermen for deep sea
fishing and one society in the Chittagong district, which is close to the Bay of Bengal,
has been working with marked success. It will be pleasing to hear that this society
was started with a loan of Rs. 50,000 from the Provincial Bank and it has succeeded
in paying back the bulk of the loan. The society will be in a position
to pay back the entire loan in a very short time. This society has demonstrated
conclusively that a co-operative society, if properly organised, can give better return
1o its members.

In Bengal, a scheme for rural reconstruction on co-operative basis has also been
launched. The activities of societies under this scheme will {all into 3 broad divi-
sions: (1) Economic, (2) Sanitary and (3) Educational. A feature of these societies
is that the programme outlined by them will have to be worked out by means of
self-help, determination and thrift, and for this reason the expenditure of the socie-
ties will be minimised, having regard to what the cultivators can spare without
difficulty out of their small savings. Each member of the rural reconstruction socie-
ties will contribute during harvest time crops to the value of at least Re. 1 towards
the share capital of the society and in this manner not less than Rs. 50 will be
realised from each society towards share capital. Again, there will be arrangement
in the societies for the daily colicction of the ‘Musthi Viksha' and in this manner
4 seers of rice will be collected every month {rom each member, so that 50 mem-

‘bers will contribute 5 maunds ie. Rs. 20 as subscription every month. In addition

to this, advantages will be taken of social and religious functions and festive occa-~
sions in order to persuade members to make further contribution at a fixed rate
towards the working capital as far as possible.

You will be glad to hear that 474 societies on the lines outlined above have
been organised with a membership of 14,577, share capital of Rs. 3,577 and dona-
tions and subscription amounting to a little over Rs. 9,000. The rural reconstruc-
tion societies have started 1575 night schools and you will be gratified to hear that
as many as 3224 members are actually reading in these schools.

In spite of all that has been done by the Co-operative Department without any
assistance from Government, you will be surprised to hear that Government has
recently started a Rural Reconstruction Department, without even consulting the
co-operators who are first in the field in this line. You will agree with me that
Government should have joined hands with the Co-operative Movement and fur-
thered the rural reconstruction work instead of starting a fresh branch which is
merely a copy of what the Co-operative Department is doing. Let us hope that
Government will agree to abolish this department and do the rural reconstruction
work through and with the help of the Co-operative Department.

Mr. S. K. Chatterjee (Bengal). I shall explain the action taken by the Govern-
ment and the co-operators in Bengal for rehabilitating the movement. Most of the
members of societies are not able to repay their present loan but want further
money for crop requirements. There is a very large amount of overdues, a major
portion of which have been found to be good assets but not realisable immediately.
Then there are bad debts. Bengal proposes to save good assets by floating deben-
tures with the Government guarantee of principal and interest. Depositors will
either get these debentures in lieu of their deposits or the debentures will be sold
in the market and the money utilised for payment of the deposits. The debentures

12
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will be floated by the Provincial Bank and guaranteed by the Government. These
will be redeemable after 30 years with interest and principal guaranteed by the -
State and will therefore be successfully issued at a low rate of interest. So far as
old depositors are concerned, they were thinking that they would not get anything -
out of their deposits, but now the position has changed after the announcement made
by the Government. There is a balance of Rs. 68 lakhs of bad debts which is not
covered by the owned assets of co-operative banks. I do not know on whom this
burden will fall. In the last meeting of our Association in Calcuita in which the
Premier of Bengal was present, we approached him for assistance. The principle
has been accepted by the Government. If therefore the Government give us a sub-
vention, so much the better for the depositors.

As regards the normal credit requirements of members we propose to advance
fresh loans to persons who are bonafide cultivators. In giving evidence before the
Land Revenue Commissioner who was collecting information, 1 said that in 88,000
villages of Bengal, 86,000 societies should be started to bring all cultivators within
the movement. Societies with limited liability should be started in various parts,
so that both the solvent and insolvent members may be able to avail themselves of
the benefits of a society. We propose to give crop loans through central banks and
societies to members, when funds are made available through the Provincial Bank
as proposed by the Government.

Five Land Mortgage Banks have also been started in Bengal. Government have
taken up this only as an experimental measure. This is the only agency in Bengal
for wiping out old debts and giving long term loans.

As regards recoveries, in the new Co-operative Societies’ Aect, provision has
been made for speedy and effective recovery by certificate procedure. The effect of
the Bengal Agricultural Debtors’ Act on the Co-operative Movement is sought to
be met by our Minister agreeing to create special Debt Settlement Boards for debtors
of co-operative societies on which the Central Bank and the Department will have
adequate representation to safeguard the interests of the movement.

As regards education we have got a Training Institute which at present trains
co-operative officers and village supervisors. We have got a complete system of co-
operative education for such staff.

Khan Bahadur Malik Noor Mohd. Khan (Punjab). The economic depression s
universal and has affected the movement in the Punjab, as it has done in oth&y*
provinces, although not to the same extent as in some of the very bad provinces. TI'-
therefore do not propose to speak on this matter at length. 1 shall, however, men-
tion two striking things in the Punjab at present that require to be brought to the
notice of this meeting.

The first point is that in regard to income-tax the local authorities do not make
any allowance to the Provincial Bank for the depreciation in the value of securities
while any appreciation in their value is charged to the tax. Besides our co-operative
banks have to pay income-tax on income derived from investments in Government
and Trustee Securities but no allowance is made for the interest we have to pay on
the money we have borrowed for investment in Government and Trustee Securities.
The position is extremely undesirable and needs to be reviewed at an early date.

The second point is that between the officials and non-officials in the Punjab
Co-operative Union there is disagreement. We non-officials are supposed to have
the power in the management of the Union but due to constant interference from

the officials, non-official workers have been reduced to the position of sub-ordinateg
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. in the institution. The officials are trying to usurp all the powers with the conse-

quence that we have to oppose them. There are many other minor difficulties but
so far as these are concerned we are able to solve them ourselves. We appreciate
the remark of our President that rural uplift in all Provinces and States should be
done through the co-operative movement. Personally I think there can be no
better agency than co-operative banks to take up the work of rural uplift.

The Hon. Mr. V. Ramadas Pantulu (President). So far as the appreciation in
the value of Government Securities is concerned, in Madras we do not pay any tax.
We have a separate depreciation fund out of which depreciation in the value of
Government Securities is written off. With regard to interest on the amount bor-
rowed for investment in Government and Trustee Securities, the local Income-tax
authorities in Madras have made an allowance as they have done in several other .

provinces also.

Rai Bahadur Brij Nandan Lal, (U. P.). Co-operation may be roughly divided
into 8 sections : producers’ co-operation, consumers’ co-operation and credit co-opera-
tion. My province started an experiment in the direction of producers’ co-opera-
tion in the form of Biswan Co-operative Sugar Factory Producers. Co-operation
has not succeed in many parts of the world and it did not succeed in the United
Provinces. As regards consumers’ co-operation either, our Province has no.t been
doing very well. With regard to credit co-operation, the present d'xﬂicultxes are
known to all of you. The idea that has been suggested by the President that an
attempt should be made to spread the movement in every village in all Provinces
and States cannot be carried out without a large army of co-operative workers. With
a view to have a large army and impart them necessary training every province
ought to have a co-operative college. We have got training classes which do not
touch all the aspects of co-operation. They teach only elementary co-operation
which is not enough. Non-official co-operators have to devote their whole life' for
the good of the movement, but all of them cannot do so withmft some honoral-'xum.
If you approach rich people for endowments, suitable honorarium can be paid to
them. A well-founded training college and a large number of workers are neces-
sary. There is need for a central fund in each province for the development of
the movement. It should be created out of contributions from the Centra} Banks,
the Government and the rich men in each province, if the movement is to be

revived.

Mr. S. P. Andrews Dube (U. P.) Our difficulty in U. P. seems to be that the
number of non-official co-operators working in the province is not increasing. Now
the question is how to bring new biood in the movement. Our Minister in charge

of co-operation is very keen about it. We have not come to any definite decision as

et.
’ As has been said by our friends from the Punjab, the_re is some friction in .the
United Provinces too between the officials and non-officials. Good many officials
with whom I have talked say that they must have proper control over the non-
officials. They also say that the audit of co-operative §oc1etxes and other. co-opera-
tive institutions is not the function of co-operative unions under t?;e guidance and
management of non-officials but is the statt_xtory functlon'of the Registrar. Although
the Government charges the primary societies for audit, that money goes to the
Government coffer. When we pay a large part of the cost of audit w?\y should x‘lot
audit be non-officialised? The audit done by the officials cam.xot be' said to be satis-
{actory for many reasons. How are we to get over these difficulties and how can
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we non-officialise the audit of co-operative societies. When the Deputy Registrar
or the Registrar of Co-operative Societies is interested in the good working of
societies, the auditors will be interested in concealing the faults.

Hon. Mr. V. Ramadas Pantulu, (President). We have recently devoted a whole
issue of the Indian Co-operative Review to the question of co-operative audit and
much information on the subject can be gathered by a perusal of that issue. When
the Deputy Registrar and Registrar of Co-operative Sacieties are interested in the
good working of societies, the auditors will be interested in concealing their defects
Therefore, the audit staff should be independent of the Registrar of Co-operative

Societies. The Registrar may be the controlling authority but the auditor should
not be an officer of the Department.

Sir M. G, Deshpande, (C.P.) I thank the President for allowing members of all
the provinces to express their views on the co-operative movement in their Pro-
vince or State. In the Ceniral Provinces the movement is not bad, but it is not
flourishing. In Berar, however, il is worse. So long as the Provincial Bank was
helping the movement by advancing loans to Central Banks in Berar, there was no
complaint from any bank but now the Provincial Bank refuses to advance loans to
Central Banks for the repayment of their deposits. The Central Banks of Berar
therefore approached the Government and explained their position and said that
the Provincial Bank was not advancing loans to them. So the Provincial Bank, at
a meeting of their Managing Committee, framed a resolution that the Government
should appoint a Committee to enquire into the financial position of the Central
Banks in Berar. Accordingly, the Government has appointed a Committee which
has made certain recommendations which are pending with the Government but on
which no order has yet been passed. Since the Gole Committee has been set up,

the doors of all the Central Banks in Berar have been closed and no business is
done. Deposits are not repaid on maturity.

Another difficulty in Berar is about the management of lands purchased by the
central banks from the members of the societies. They have got 57,000 acres of
land most of which remain uncultivated. The banks are not getting an amount
equal even to the land revenue payable on the lands. So, I think this meeting
should advise the members how to poceed in this matter. If even the land revenu
which the Central Banks have to pay remains unpaid, the Government will se )

all the lands by auction for the recavery of their dues. If these very lands are mort- =

gaged in favour of the Provincial Bank, the Provincial Bank may have to pay nearly
a lac of rupees as revenue for the lands for one year without getting any return
from the investment.

As regards the hire purchase system we have tried to settle the lands of mem-
bers since 1936. So long as the Gole Committee’s report is not out we cannot
definitely say ; but a solution for this problem of land is likely to be provided in the
recommendations of the Gole Committee. A solution has been suggested on this
question by the Committee which is that the lands should be sold by lottery. We
are now going to scale down the loans of society members by taking into considera-
tion their repaying capacity. We are following the same scheme as in Bengal and
Bihar.

As regards the societies we have decided to advance crop loans to them in C. P.
Maximum loans of Rs. 50 or Rs. 100 per member will be advanced. At present some
of the members are of opinion that these societies should be affiliated to the Pro-

vincial Bank so that they may not be in difficulty. The number of societies i
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C. P. and Berar is decreasing every year, due to the compulsory liquidation of
societies in havey arrears for several years past.

Land Mortgage Banks are doing very nicely. We have no difficulty for the pre-
sent and we are proceeding very cautiously. We have 19 Land Mortgage Banks
with a working capital of about Rs. 7 lacs. I have asked my friends of the Land
Mortgage Banks also to proceed very cautiously.

Registrar of Co-operative Societies, C.P. It would be excellent if this confer-
ence passes a resolution approving of the proposal for the sale of Berar lands of
Co-operative Banks by lottery. If the resolution is supported by various persons
drawn from all parts of the country, it will be of great advantage. The very word,
‘lottery ’ creates an impression that it is something peculiar but when all the cir-
cumstances of the peculiar case of Berar have been examined, the whole body of
co-operators from different parts will say that it is the only way of saving the
movement and reviving it.

The Hon. Mr. V. Ramadas Pantulu (President). Disposal of the land by lottery
or some other manner does not come under the purview of a gathering of the
representatives of the co-operative movement like the present. Arrangements for
the lottery are to be made when a sufficiently large number of people purchase
the tickets. All these are details which can be locally settled. To me it appears
very much going out of our province in going in for the lottery. The man who
wins the lottery gets the land and he will not cultivate it himself but try to sell it
at any price he can get. Till this is done the land must lie fallow. Besides, before
adopting this scheme the Government could have advanced money to the extent of
the value of lands and give back the lands to the members to be cultivated on hire-
purchase system as in Burma. A lottery of the lands is not a question which can be
usefully considered by our meeting. as it is very much outside our province.

Rai Bahadur Brij Nandan Lal, (U.P.). If the co-operative banks in Berar are
not able to dispose of their lands, these lands will be sold for arrears of land
revenuefor nominal amounts, if the large amounts due are not paid punctually. If
the Central Banks get money by means of lottery, they will be able to save them-
selves from ruin. There appears to me to be nothing unco-operative in character

*in this scheme.

Mr. A. G. Sherlekar, (Indore). We are not able to give expert opinion in this
matter of lottery as proposed for the disposal of lands in Berar. I think the original
members should be given a chance to purchase these lands back by hire purchase
or by some such other means. I do not think there will be any difficulty with regard
to the successful introduction of the system of hire purchase as prevalent in
Burma. I do not think, as co-operators, we should sell these lands by lottery to
cutsiders.

Khan Bahadur Malik Noor Mohd. Khan, (Punjab). May I know whether those
people are unwilling to pay or have no means to pay ? If we take away their lands
and ruin so many families, what is the difference between us and the money-
lenders ? They should be given back their lands which they will cultivate, earn
something and give something to us by instalments, spread over several years.

Mr. S. G. Deodhar, (Bombay). There may be some difficulty in the fixation of
the terms of the lease. In Bombay we had 4,000 acres of lands held in the posses-
sion of societies. We had to give them to the members at a low value, less than
even the cess payable on the land to the Government ; but when the people knew
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that we had not the desire to evict them from their lands and were prepared to
give them over at any reasonable amount as agreed to, three-fourth of the holdings
have been leased out. We are getting 2% on the investments and if conditions:
improve, in the course of 5 to 10 years, we shall be able to get our principal amount’
back. I would therefore suggest that we should not mind the temporary loss in
leasing out the lands to the old members again.

Mr. W. B. Lakhe, (Berar). May I explain the real position of the agriculturists
in Berar? Due to changing conditions of climate; crops have invariably failed
all these 8 years. What little the cultivators get is not sufficient even to cover the
cost of cultivation. If such a condition continues for 7 or 8 years more you can
imagine their plight . They have no means to improve the land. The co-operative
movement has no means whereby we can give away money to them because the
Banks are dependent on local deposits on which they have to pay interest, and
the principal amount has also to be returned back on maturity, unless renewed
Central Banks should not incur loss by lending out the money of their depositors
and getting no return on it. I this condition continues there is no hope for the
Central Banks. There are only 10 per cent of cultivators in Berar who can make
both ends meet. The rest do not get even what they spend on the land in
cultivation. They are living on debts. They have no heart at present for cultiva-
tion. Under the circumstances the peasants whose lands have come to the Central
Banks are now mostly labourers. If you arrange that the lands should be given to
them on nominal value, how are you to meet your obligations? How are the
Central Banks to carry on work? For the last 6 years I have been telling the
Provincial Bank that it is not the business of the Provincial Bank to lend money
for refund of deposits oul of deposits. We can advance money for productive pur-
poses. This has been long lost sight of. If we had taken time by the forelock, the
present condition would not have come to pass. We have no reserve fund enough
to meet the liabilities. Unless you maintain your own credit, you cannot run the
institution on the deposits of the people. The Government must give sufficient
subsidy to wipe off all the bad debts and start life anew. If this is not possible, we
should consider what action we should take. We can increase the income of the
members by providing subsidiary occupation; giving them better seeds etc., but we
cannot supply to them money for all their requirements. So in the present cir-

cumstances, I request you not to look at the question from the ethical point of view .

but to see how .we are going to meet this préssing difficulty and rehabilitate the
movement.

Mr. A. G. Sherlekar (Indore). I think this problem not only relates to Berar
but to the whole of the Central Provinces. The evil started from the fact that land
was not a paying concern to the cultivators. So long as the societies were in a posi-
tion to help them they helped, but now they are not in a position to do so. You
should explain your position to the Government and they will certainly help you;
otherwise people will again be in a very bad position Societies cannot do anything
now. They have advanced money to members who are unable to repay. There-
fore the only remedy lies in approaching the Government. Peasants must be saved
as the movement is for the peasants. We must have some scheme of saving them
and should not ruin deserving cultivators. I do not think the Government can
shake its head and say that it is not responsible to rehabilitate the movement. In
any way on a rational basis, or business-like basis, you will have to give time and
extend the instalments of the existing loans for some time. The best course is to
investigate into the position of each member and to find out what can be done to
save him. No Government should shirk this responsibility.
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Ral Saheb Udai Singh Bisen, (CP.) My position as Governor of the C. P. and
Berar Co-operative Federation compels me to be reticent. I should not like to
enter into the merits of the report of the Gole Committee because
the report is not yet out. I may say that Government had appointed
this Committee some time back and most of the members in the Committee belong
to Berar and other co-operators know nothing about it. Perhaps the non-official
opinion of the province would like to express itself on the Gole Committee's report
when it is published. There might be discussion on the report in the Provimcial
Legislative Assembly also. I believe the Directors of the Provincial Bank would
also like to discuss the Gole Committee’s report. The Federation also might say
something in this matter. This is a Provincial question. I would say that the
lottery system should not be a part of the co-operative system and this august body
of All-India co-operators should not pass any resolution on this matter at the pre-
sent stage.

Mr. Apte, (Indore). From the instance stated before, it is not clear whether
cultivators cannot make lands profitable in Berar. Under the present circumstances
it is not possible to realise the money invested in societies, and the co-operative
banks will have therefore to cut down their debts. The issue of lottery will add
misery to others. Investments will in any case have to be cui down so that they
may be realised within a few vears. The present debts will have to be divided into
recoverable and irrecoverable. The recoveries out of realisable debts will have to
be made by instalments and this will be a possible way of recovering the money.

The Hon’ble Mr. V. Ramadas Pantulu, (President). We had sufficient discus-
gion on this subject. The whole position seems to be very difficult. The total
extent of the lands involved in Berar appears to be 60,000 acres, and how many
members are involved we do not know. In Madras it would not be less than 10,000
members or 50,000 persons if the families of the members are included. No genuine
attempt has been made to find out who can be helped and who cannot. Central
Banks are apparently in a bad condition in Berar. Non-official co-operators in
Berar appear to be more anxious to get money to pay the depositors. On my part
I do not think Government will pass any resolution on the Gole Committee’s report

s without consulting the Registrar of Co-operative Societies. I do not think before
August or September, when we except to meet again, the Government of C. P, will
carry through any legislation. If the Registrar favours the scheme the Government
is likely to implement it, but if the Congress Party is against it, it will not be pass-
ed. We shall therefore await the result of the discussion in the legislature of this
proposal of disposing of all lands in Berar by lottery.

Registar of Co-operative Societies, Kashmir. The movement in Kashmir is not
so bad. I think it is going on fairly well. Zamindars take full advantage of the co-
operative movement there. We have also to face trouble about recoveries but not
so severely as here.

Registrar of Co-operative Societies, Bhopal. In Bhopal the Co-operative
Movement is mainly restricted to credit operations. There the problem of overdues
is as serious as anywhere else. However, the societies are scaling down the debts of
the members and the remaining dues are proposed to be recovered in easy instal-
ments. The frozen assets of the societies thus liquidated will again be advanced
to members for meeting their day to day requirements and thus it is hoped the
movement, which during these days of economic depression is faced with serious
difficulties, will slowly regain strength and stability. The credit societies are a
stepping stone to other activities ; and if properly guided and controlled, they by
themselves can do a lot to rehabilitate the condition of the masses.
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The Hon'ble Mr. V. Ramadas Pantulu, (President). As it is already late and
we require to adjourn for tea, it will be better if I am permitted by the members
to draft resolutions on the agenda submitted to us by the Secretaries of the two
Associations for your consideration at to-morrow’s session.

The proposal of the President was agreed to; and the meeting adjourned and
met again on the 9th April 1939 at 11 am.

The Hon’bletMr. V. Ramadas Pantulu, (President). As desired by you I have
drafted some resolutions for your consideration to-day. We shall, without further
discussion, proceed with the consideration of the resolutions to-day. One of the
Secretaries will read out each resolution and formally place it before the meeting
and then the members will have full discussion on each resolution so placed. In
drafting these resolutions I have taken into consideration the little time at our
disposal and have chosen only those subjects which I believe are of immediate
importance. There are many subjects suggested by the two Associations, all of
which have been circulated previously. I have, however, not been able to include
all of them, not because they were not important enough but because we have
very little time at our disposal. I have therefore drafted resolutions only on
those subjects which were of immediate importance, Now I call upon Mr. Tha-
kore, Secretary of the Indian Provincial Banks’ Association, to read out the
resolutions one by one.

Draft Resolution No. 1 (a).—~This meeting of the Standing Committees after
acquainting itself fully with the propsals now pending before the Provincial
Governments of Bihar and Bengal for rehabilitating the co-operative movemen
in those provinces and the announcement made on behalf of the Governments
of their intention to stand by the movement and give it the necessary financial
and other help, desires to express its sense of satisfaction at the action so far

taken and requests them to give effect to the rehabilitation schemes withou!
any further delay.

1(b).—This meeting requests the Governments of other Provinces and State;
also to take necessary steps without delay to rehabilitate the movement.

The President said that he had rcceived another draft resolution from th
Registrar of Co-operative Societies, Central Provinces and Berar, thanking th
Bengal Ministry for the announcement they have already made. I therefor
suggest the resolution be amended as follows :—

Resolution No. 1(a)—~This Committee has read with interest the announce
ment made by the Bengal Minister for Co-operation on the 15th March, 1939, i
the Bengal Legislative Assembly and particularly welcomes the assuranc
and commends it to other Governments that “the Government fully intended t
support the co-operative movement in this province and will not allow it to fal
into any serious danger.”

(b) This meeting of the Standing Committee after acquainting itself fully wit
the proposals now pending before the Provincial Governments of Bihar and Bengc
for rehabilitating the co-operative movement in those provinces and the announce
ment made on behalf of the Governments of their intention to stand by the move
ment and give it the mecessary financial and other help, desires to express il
sense of satisfaction at the action so far taken and requests the Governments ¢
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. Bihar and Bengal to give effect to the rehabilitation scheme without any further
delay.

(¢) “This meeting requests the Governments of other Provinces and States
also to take necessary steps without delay to rehabilitate the movement.”

The resolution as amended by the President was passed unanimously.

Draft Resolution No. 2.—This meeting after studying the way in which rural
development schemes are being worked in several provinces and States finds
that instead of using the co-operative department largely in the pursuit of the
schemes, even co-operative organisations are being handed over to other depart-
ments and that there is not the necessary co-ordination between the various
rural development departments.

This meeting therefore requests the Provincial Governments to take all possible
steps to co-ordinate the activities of the various nation-building departments
and where local conditions permit to place the Registrar of Co-operative Socie-
ties in charge of rural development work also. In places where it is not
possible the meeting considers that the appointment of a Rural Development
Commissioner to co-ordinate the activities of the several departments or other
measures equally effective should be taken.

Sir M. G. Deshpande. With scveral separate depariments for rural recon-
struction, expenditure has been increasing rapidly. In order to have retrenchment
in expenditure in Bombay at least a similar scheme has been suggested. In the
Central Cotton Committee it has been suggested that the Director of Agriculture
should be in charge of the agricultural development but in this resolution we
say that the Registrar of Co-operative Societies should be in charge of rural deve-
lopment. Similarly all departmental conferences when they assemble put forth
similar propositions. 1i the irrigation depariment were to meet in a conference,
they will come forward and say that all rural departments should be placed
under the irrigation officer. 1 therefore suggest that there should be a Deve-
lopment Board with non-official members and a Development Commissioner as
the Secretary of the Board. That will, I think, fulfil the object we have in view
when we suggest the co-ordination of all the rural departments into one. For
rural development there are two organisations at present the Union Board and the
Co-operative Society. In C. P. we have got certain Unions in villages, districts
and sub-divisions which do rural development work. I think rural development
should be done by similar unions. The Union Board has got separate fund and
has power to tax the people and with the assistance they thus get will be able
to do other useful development work in the villages. Co-operative banks or
rural co-operative societies, without any funds whatsoever or any power to tax
the people, cannot hope to achieve much in the development of rural areas. So-
cieties have no power to tax and unless co-operators voluntarily contribute they
have no other means of income for doing development work. I therefore suggest
a resolution as follows in place of the one just now read out:—

This meeting considers that there should be a rural development department
in each province with a rural development commissioner. The department
should be assisted and advised by the Rural Development Bo sl
the Ministers in charge of the various departiments concer;
lopment and non-officials having experience of and in
work in its various aspects, with the Chief Minister as
lopment Commissioner as Secretary.

13
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Mr. 8. P. Andrews Dube. The Congress Government in the United Provinces -

is very keen on its rural development programme. The programme has been
initiated, and the Minister in charge is very keen on its success. It is, however, a
temporary programme and the rural reconstruction is a temporary department
but the co-operative bank is a permanent instifution. I therefore hold the opinion
that the resolution as originally placed before us, which makes the Registrar of
Co-operative Societies responsible for all reconstruction work, should be adopted.

Mr. S. K. Chatterjee. I am of opinion and I believe my friends are with me
when I say that rural development and co-operative societies should go together.
I am therefore in favour of the resolution as moved.

Mr. A. G. Sherlekar. I think the work that lies before the co-operative
movement is the work of rural reconstruction as it includes all ques-
tions relating to rural development. All subjects relating to the wel-
fare of the village and its inhabitants are allied subjects and co-ordina-
tion between them is very necessary. I therefore think that the amendment
moved by Sir M. G. Deshpande would be a better solution as it will not be
practicable to have one head for all these various departments connected w&th
rural reconstruction. From the administrative point of view also, the amendmant
suggested by Sir M. G. Deshpande would be more suitable as while co-ordinating
the activities of the various allied departments, it would at the same time ensure
their being placed in efficient and qualified hands.

Mr. S. G. Deodhar. Co-ordination in my view is not required at the top but
at the villages. There is so far no co-ordination amongst the people either at
the bottom or at the top. It has been found that the Agricultural Propaganda
Officer goes to a village, the Union Supervisor as well as the Bank Inspector also
go to the village and inspect the technical side and do propaganda work which is
overlapping. I am in favour of the technical side being looked after by the heads
of the various departments. For instance the Director of Agriculture should be
in charge of a reserve section relating to agricultural development but propagands
and rural reconstruction work should be entrusted to field men common to al
departments doing rural development work. There should be two officers ir
each group of villages and they should be entrusted with the work of agriculture
propaganda and co-operative education. This co-ordination should therefore ir
my view begin in the lowest rung of the ladder.

The Hon’ble Mr. Ramadas Pantulu, (President). This is a very difficult ques:
tion. My knowledge of the working of the various rural development department
is confined to Madras and the way in which things are being conducted in Madra
has convinced me of the necessity of co-ordination between the various depart
ments doing the same kind of work. To frame resolutions suitable to all province
is very difficuit, as in some provinces the portfolio of co-operation is in charge o
one Minister and agriculture in charge of another. I would also agree that it i
difficult to say whether in every province the Registrar of Co-operative Societie
or the Director of Agriculture should be in charge of the development department
A general rule for all the provinces is a difficult one. However, I amend th
resolution moved as follows and I hope it will suit the requirements of all th

Resolution No. 2—This meeting after studying the ways in which rural deve
lopment schemes are being worked in several provinces and Indian States finds the
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. instead of using the co-operative department largely in the pursuit of the- schemes,

even co-operative organisations are being handed over to other departments and
that there is not the necessary co-ordination between the various rural develop-
ment departments.

This meeting therefore requests the Provincial Governments not only to make
the fullest use of the co-operative movement to promote their village development
and rural reconstruction schemes but also to take all possible steps to co-ordinate
the activities of the various nation-building departments.

The Provincial Institutes are requested to place before their respective Provin~
cial Governments schemes for such co-ordination.

The resolution as amended was carried unanimously.

Draft Resolution No. 3.—This meeting considers that the position of the co-
operative movement under the Income-Tax Act is extremely unsatisfactory and
places the co-operative banks in a worse position than the Joint-Stock Banks
and adopts the draft memorandum prepared for submission to the Finance
Department of the Government of India and authorises the President to present
the same and take necessary action to get the law amended.

The Hon’ble Mr. V. Ramadas Pantulu, (President). Under the old Incometax
Act, Section 60 empowered the Government of India to give exemption to various
people and institutions where thought necessary. The Government of India has
given exemption to co-operative societies under this section, but the notification
containing this exemption was so badly worded that the Commissioners of Income-
tax of various provinces differently interpreted the notification and it ceased to
be useful in practice. When the new Incometax Act was under consideration
several attempts were made by me to get a clear enunciation of the policy to be
followed by the Government in the matter of Incometax to be levied on co-ope-
rative societies. I wanted clear exemption being given to societies from tax as
in the case of pay and pension of officers who are drawing large amounts in
England. Sir James Grigg, the Finance Member, was ready to consider our case
favourably and give us some exemption. I propose to place our case clearly
before the Government authority shortly and shall try to get as much exemption
as we can legitimately claim in the new Act.

The Registrar of Co-operative Societies, Central Provinces, has suggested an
amendment to this resolution and desires the Provincial Governments to support
the memorial. I think we should adopt the resolution including the amendment
as suggested by the Registrar. The resolution will therefore be as follows :—

Resolution No. 3.—~This meeting considers that the position of the co-opera-
tive movement under the Income-tar Act is extremely unsatisfactory and places the
co-operative banks in a worse position than the joint-stock banks.

This meeting adopts the draft memorial prepared for submission to the Finance °
Department of the Government of India and authorises the President to present
the same and take necessary action to get the law amended.

This meeting also urges upon the Provincial Governments to support the memo~
rial and to impress upon the Central Government to revise the Act in the manner
therein suggested. A copy of the memorial shall be sent by the President to each
Provincial Government in the country.

The resolution as amended was unanimously passed.
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Draft Resolution No. 4—This meeting reiterates the opinion expressed by it-..

on other occasions that the co-operative movement being essentially a le’s
movement, the attempt to progressively officialise it is inconsistent with the
declared intentions of the Governments and is not in the best interest of the

movement. It therefore requests the Governments of Provinces and Indian -

States in which revision of the Co-operative Societies Act is under contempla-

tion to preserve the autonomous and popular character of the movement un-
affected by new legislation,

- The President. As we have discussed the matter at many of our previous
meetings, I do not think any explanation of this resolution is necessary.

Sir M. G. Deshpande. 1 think it will not be proper for this meeting to pass
a resolution which may affect all provinces, specially when conditions differ from
province fo province. I therefore suggest the following addition to this resolution.

Save where tighter control is rendered absolutely necessary either by the
dearth of suitahle honorary workers or by the assumption by Government of
special legislative or fAnancial responsibility to pull the movement out of its
present difficulties.

The President. The addition suggested by my friend, Sir M. G. Deshpande,
will nullify the resolution. I do not think therefore we can accept the addition.
If any Government after undertaking financial responsibility for pulling the move-
ment assumes any extraordinary powers with regard to the management of the
movement, I presume this meeting will have no objection to such powers being
enjoyed by that Government, but so long as no assistance is given mere interfer-
ence, when the ultimate responsibility rests with non-official workers, is not

desivable. The following resolution (as originally moved) was adopted unani-
mously.

Resolution No. 4~This meeting reiterates the opinion expressed by it on
other occasions that the co-operative movement being essentially a people’s move~
ment, the attempt to increasingly officialise it is inconsistent with the declared
intentions of the Government and is not in the best interest of the movement, jt
therefore requests the Governments of Provinces and Indian States in which revi.

sion of the Co-operative Societies Act is under contemplation to preserve the‘Q

autonomous and popular character of the movement unaffected by new legisla-
tion,

Draft Resolution No. 5—This meeting resolves to affiliate the Indian Provin-
cial Banks' Association to the International Confederation of Agriculture (Co-
operative Section), if the affiliation fee does not exceed Rs. 150 per annum.

Mr. A. G. Sherlekar, (Indore). If we want any connection with the co-opera~
tive movement outside India in the agricultural sphere, we should be a member
of the International Confederation in Europe. When 1 was recently in Europe,
I saw various improvements and developments in both the manner and method
of working co-operative institutions and if we wish to have a correct knowledge
of the progress of the movement in all parts of the world, we should be a member
of the Confederatoin, so that we may obtain all the information we require through
the literature we receive from the Confederation and by attending their meetings.
I therefore suggest that one of our Associations should be a member of the

-

International Confederation. It would be better for the Indian Provincial Banks’

|
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. Association io be a member as it can afford the expenditure of paying the fees

of the Confederation. When I had gone to Europe last year to atte&r:ic: th(i) t:;et;:g
of the International Co-operative Congress, I had a dmcu_ssx.on on this su f 4 and
was assured that the Indian Provincial Banks’ ;‘&ssocumon:ﬂ’l ik 1ttha:>z;;e oo
: Y therefore thi 2 e -~

i be admitted at a lower fee. ! :
l:"i:::i:lers;ua:ic:o;ﬂs:ociat:on should become a member if the annual fee is fixed
at Rs. 150, -

Presi be better if Mr. Sherlekar who has recently been
i Th:h i hdeg:; i:ﬁ;mﬁ:arers of the International Confederation writes and
:t‘)tati(;x‘; thew1 ctonsent of the Confederation to enlist our Associ.ation as a member at
an annual fee of Rs. 150, before the Association finally applies.

The resolution was therefore dropped on Mr. A. G. Sherlekar undertaking to
do as requested by the President.

i This ing is of opinion that while legislation for
lution No. 6.~ meeting is o .

ﬁxD;:f)ge?isfo;debtedness and for conciliation of debts has been ‘beneﬁcxal ta ia
etain degree, it has also resulted in drastically curtailing credit to the agf -
zill'turists and’therefore urges upon the Provincial Governments the. necessity
islati id expansion of the co-operative move-

to follow up such legislation by a rapi . ; v
nient and t:ke other sujtable measures for the creation of agencies to provide

necessary rural credit. ‘ .
The resolution was unanimously passed as resolution No. 5 of the meeting.

Draft Resolution No. 7—This meeting is of opinion that ﬁfugure (:rec:it f:{yt}:;
i jeulturists should not be cut off by reason o
occupational needs of agric : ot | f by veason only of
i dues in societies and that su
the general accumulation of over ' able schemes
incial Governments to disentangle p
should be adopted by the ‘P‘rovmma n e et arior
re finance by providing necessary mac nery | rior
f;a?tqs fa‘;'t:::rebeing scaled down and for credit being provided for seasonal require )
ments in future. .
As the question related not only to the provinces, but a}so to1 the Indian States
the proposition was amended as under and adopted unanimously.

; ing i inion that future credit for the occu-

Resolutien 1% ?n’;:;?;f';;eizzgl: n(;ft Zz ?:uc off byfreason only of the general

pational nfzeds o agrdues in societies and that suitable schemes should be adopted

accumulfm&?n (g ov:nmems and Indian States to disentangle past debts from future

by Provineial (?g'e necessary machinery for the discharge of prior 'debts aﬁ?r

ﬁﬂfm‘-‘e cl:z!{e; T;z:v:tngand jor credit being provided for seasonal requirements in
eing 8

future,

Draft Resolution No, 8—~This meeting is of opinion that where unlu::utig
liability is proving a handicap to the development of the movemen%, lt. sha’ ]
l:a :epsl,aced as far as possible, by limited liability in future organisation an

e y S
reconstruction of existing societies. '
As we are all aware unlimited liability is

the further development of the rural
societies, be~

The President : t
rovi a great handicap to deve
srediltng societies. Good members z;x: not ]o::tng ] o:;}:le e ors

igi mbers were
cause most of the original me
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Besides in reconstructing societies it is becessary that new membery -
must be admitted in order that not only the management should improve baxt
also the credit of the societies should be reestablished. This is not possible 2
long as agricultural sacieties in India are of unlimited liability type. In future,
moreover, we wish to have whole village organisations which are not possible as
long as unlimited liability continues. I therefore believe that the time has come

for discarding unlimited liability and replacing it by limited lability in the primary
agricultural societies in India.

Mr. A. G. Sherlekar. I am afraid I do not see eye to eye with the maver
of the resolution. I do not think we should change the very fundamental pringi-
ple on which the co-operative credit movement is based in India. I realise that
owing to our bad management and the economic depression we are facing a crisis,
but 1 think if the movement is run on sound lines and credit given also on sound
principles of finance, there will be no necessity for discarding unlimited liability.
I, however, it is thought that unlimited liability should be discarded and replaced
by limited liability, I think it would he advisable to make the experiment in a
few centres before it is tried all over the country. As far as possible serious

attempts should be made to realise the money due from the persons who owe
money.

Mr. S. K. Lahiri. I support the mation. Co-operative societies must include
all classes of agriculturists if possible.  We must inelude not only ordinary culti-
vators but also solvent cultivators in the movement, if it has to thrive and prosper
in future. If we get solvent cultivators as members the principle of ‘one for all
and all for one’ will be administerably proved, but before this can be done

unlimited lability should be replaced by limited liability as it will attract a
better class of cultivators as members.

Dr. P. Gurumarti. I am afraid people have never understood the implications
of unlimited liability. As we all know old members who repaid their loans are
anxious to leave their societies, and many members who do not owe money in
the societies wish to resign their membership thinking that they may have to pay
their contribution for the liabilities of the societies. If we want to expand the
co-operative movement, if we want that every body should join the co-operati

societies, they must necessarily be of limited liability type, as otherwise solve::\
members will never join the co-operative societies,

Khan Bahadur Malik Noor Mohammad Khan. I do not think time is yet ripe
for such a fundamental change in the principle on which co-operative credit is
based. I therefore suggest that primary agricultural societies should continue to
be of the unlimited liability type as at present. I would earnestly request you
not to suggest any fundamental change in the principle of co-operative credit.

The President. There appears to be as strong an opinion in favour of limited
liability as against it in the various provinces, as I could gather from the discussion
which has taken place to-day. I should personally not have dealt with this question
at all but for one reason. Pressure is being brought on the co-operative move-
ment for the spread of its activities so as to include all the residents of a village.
In fact the clamour at present is for the increase of multi-purpose societies. I
have found considerable difficulty in understanding this clamour specially when
the bye-laws of existing societies provide for most of the activities suggested for
the multi-purpose societies. I do not personally think it is possible to develop
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. . . I
- ther activities in a village society, unless it efnbraces the wholg \.nl.lage.
;:y I:ovement is to be extended by forming whole village societies unhmmd.habi.
Mty will not work at all. It would therefore be advisable to replace unlimited
_ Bability by limited liability.

Khan Mohd. Bashir Ahmed Khan. This question. is no doubt very difficult.
According to the Indian Co-operative Societies Act, it is not mmbk for an
agricultural credit society to be formed on a limited liability ‘bas:s. A.ceotdjng
to the provincial Acts which have been enacted, I_ am t?ld that in the .Blhar and
Orissa Act, unlimited lisbility for agricultural societies is provided as 'm.t.he old
Act. In Madras limited liability may be introduced in agricultural societies with
the permission of the Registrar. I am not sure about the Bombay Act. This
question has come info prominence due to the issue of the bull.etx_ns of the Reserve
Bank of India regarding the formation of mujltirpu.rpose. .socxetxe's. .As has been
explained we have so far been working on unlimited liability basis magrxcult::‘al
societies and it would not be advissble to change all of them on limited liability
basis. .

i 2 wa of Japan was here. He said that in Japan agricul-
turalsoc?e‘:ﬁttn::c?eggefr wgzglc:raigm‘ ally working on hmxted liability basis. But their
experience after working for 20 years showed that if they had to x?akiﬁtth;a;oj
operative movement successful the societies ml‘lst‘l‘)e on fm}umted habo y f
They have therefore discarded their limited liability s?cl'eues 'aft'ef 2 y.ea;:i‘s o
experience of their working and replaced them by unlimited liability societies.

The President. I regret I do not agree with the view expres:%e(.i by MrBashx;
Ahmed. I do not think that in Japan by = single.A‘ct the llft.uted hal?lﬁty o
agricultural societies could be converted into unhm.xted ha.blhty. Be.sxfies t;ne
article has appeared recently in the Indian Co-operfztz?ze Rem'ew explm .
position of co-operative societies in Japan, in which it is mentioned that societies
there are working on limited liability basis. .

This matter, however, has been sufficiently discussed. There aredd?;:ul?hu
ipn both limited and unlimited lability societies, but I had expecte t the

mmeeﬁng would give a lead to the co-operators in all provinces in this matter. H

ing i i ition to give any definite lead with regard to the
e me::mg agrliiu;l::ralln ;eg:'slt:;:e quegtlion of liability may be d.ropped for the
fupresenmt. Each Province can put its own case before the_ 'Prow{mcxal_Govemmenl
legislation providing for limited liability in agricultural so-
P mEcests‘l?::ydiscussions. 1 am convinced that a resolution of this nature
e e o ied in an All-India Association like ours. I do not think it u
et e the resolution carried by a majority. I therefore think it should
e nes };;veown opinion is that what we accept and adopt should be witt
:ed;::::s‘ eo:sent of all the members present, if we are t(? give a lead m any
important matter to the provinces and States,‘ If a resolution is .passed 'by ma;ox.'xt;
and even if one provnice does not agree, it will not be advisable in my view
to adopt it as it will lose all its force.

The proposition was accordingly dropped.

Draft Resolution No. 9.—This meeting is of opinion that steps shoul‘d be taker
to organise societies in convenient groups of villages within a ra'dms of 2 &
3 miles according to local conditions so as to cover the entire province or Stat
with socleties and to bring every village in a province or State within the
ambit of operation of co-operative socleties.
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msmeeﬁngalsoconsidersitnecessaryt}mtasfaraspouiblemfmﬂiu‘.

residing in a village should be represented in the society by at least one mem-
ber.

The resolution was passed unanimously as Resolution No. 7 of the meeting,

Draft Resolution No. 10.—This meeting is of opinion that in addition to dis-
pensing credit other useful functions like the supply of improved implements,
seeds, purchase of necessities on indent system, and organisation of irrigational
facilities for the members, supply of cheap electric power and the like should
be undertaken by village societies for the economic benefit of the members.

The society should also act as an agent for the members for the sale of their
produce.

This resolution was passed as Resolution No. 8 of the meeting.

Draft Resolution No. 11.—This meeting considers that the time has come to
organise, train and maintain a band of co-operative workers for the better pro-
pagation of the ideals of the movement and for its developmeni on sound lines.

Sir M. G. Deshpande. I would

request you to add the following to this
resolution: —

and calls upon its two Associations to initiate the scheme as soon as possible.

The following resolution (with the am

endment of Sir Deshpande) was passed
unanimously,

Resolution No. 9.—This meetin
train and maintain q
of the ideals of the
upon its two Associa

g considers that the time has come to organise,
band of co-operative live workers for the better propagation

movement and for ite development on sound lines, and calls
tions to initiate the scheme as soon as possible.

for the use of the Associations.

The resolution was unanimously passed as Resolution No. 10 of the meeting.

The following resolution was then adopted :—

Resolution No. 11(a)~—~The accounts of the Indian Pro
tion for the year 1938 are passed and it is resolved th
ciation be conveyed to Mr. Ram Narayan Gupta,
aperative Bank, Patna, for auditing the accounts fre

(b) Further resolved that q sum o
of the “Indian Co-operative Review ”
Banks’ Association, for 1939.

vincial Banks’ Associa-
at the thanks of the Asgo-
Manager of the Traders’ Co-
e of charge.

f Rs. 1,000 be contributed for the upkeep
from the funds of the Indian Provincial

The President. We have now completed the agenda
to request the delegates from the United Provin
missed in the last 2 or 3 meetings,
addresses of a few more subscribers
operative Review.

The Annual General Meetings of the Associations should be hel
in Easter next year at Kashmir as suggested by the Registrar of

before us. 1 have now
ces, whom I have unfortunately
to be so good as to send me the names and
from the United Provinces to the Indian Co-

d sometime
Co-operative
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Societies, Kashmir, and one joint session of the Standing Committees previous to

the General Meeting should be held at Madras in October next.

I offer my thanks to the Registrar of Co-operative Societies of Central Pro-
vinces, Mr. D. P. Bhargava and the Reception Committee for helping our Associa-
tions to hold their meetings here as well as making all necessary arrangements
for the meeting and the stay of the delegates.

Regarding the meetings of the two Associations, the following resolution was
adopdted :—

Resolution No. 12.—Resolved that the Annual General Meeting of the Indian
Provincial Banks’ and the Al-India Co-operative Institutes’ Associgtions be held
next year in Easter holidays, and before the Annual Meeting a joint meeting of the
Standing Committees be held at a convenient centre,

Mr. A. G. Sherlekar. Before we close the proceedings I would suggest the fol-
lowing three resolutions for the consideration of the meeting.

(i) The meeting resolves that the Government of India, Provineial and States
Governments, be requested to take concerted action in adopting suitable
measures immediately regulating prices of commodities (especially
wheat and rice) so as to ensure a reasonable margin of profit to the
ultimate producer.

(ii) With a view to facilitate exchange of views and adoption of suitable mea-
sures thereon, this meeting requests the Provincial Co-operative Unions
and Banks to supply notes on the measures or schemes so far contem-
plated or adopted to rehabilitate co-operative credit organisations and
reconstruction of crop agricultural co-operative societies with special
reference to (i) advancing of fresh short term loans, (ii) organising of
sale of produce and supply of farming and domestic requirements, en-
suring thrift, (iii) insurance, (iv) any state aid, monetary or otherwise,
cantemplated or offered for the above mentioned measures.

(lil) The Provincial Banks and Institutes are further requested to send in
their suggestions for prevention of interference from co-operative officialg
and for progressive democratisation of the movement with a view to
ensure complete autonomy of the movement in the coming fifteen years.

The resolutions are clear and need no comment from me.

The President. All these resolutions, I think, should be circulated to the mem-
bers for their sympathetic consideration. I think Mr., Sherlekar will have no objec-
tion to the resolutions being circulated amongst the members for their information.

Khan Mohd. Bashir Ahmed Khan. I believe my duty has already been discharg~
ed by our President. I take this opportunity once more, on behalf of you all, to
thank the Hon'ble Minister in charge of Co-operation of the Central Provinces and
Berar for sending us a very valuable message which has been a source of inspira-~
tion to all of us. It is very kind of the co-operators of this place to arrange for this
meeting. We are particularly thankful to Mr. Bhargava for attending to all our
convenience and making good arrangements and for showing us all the places which
are worth seeing in Jubbulpore. We also take this opportunity to thank the
Registrar of Co-operative Societies, C. P. and Berar and his staf who have very
kindly co-operated with us and helped us in our deliberations, We are also thank-

ful to the Registrars of Kashmir, Bhopal and Indore and the Deputy Registrar of
4
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Bengal who have taken the trouble of attending this meeting at great inconvenience_
and‘from such a long distance. We fully appreciate this co-operation and wish that
officials and non-officials work hand in hand for the advancement of the movement.

We thank also the co-operators and volunteers of this place for the courtesy shown
to us.

Mr. A. G. Sherlekar. I must, on behalf of the members of
mittees, convey to the President our thanks for the excellent way in which he has

guided our deliberations. We are passing through very difficult times. Subjects that
hax{e come before us are also very controversial and the President has guided our
deliberations very tactfully, while allowing all of us to ex

press our vi 3
extend our cordial thanks to him. . views.  We

the Standing Com-

Rai Saheb Udai Singh Bisen. I tuke this opportnity of thanking you all for
coming to this province and giving us the benefit of your useful advice. We hope
you will kindly excuse us for the inconvenience you may have had here during your
stay. Mr. Bhargava deserves the thanks ior ll that he has done from us as well as
from you. We are grateful to him for the irouble he has taken for making this
meeting a success.

4

THE BOMBAY PROVINCE CO-OPERATIVE BANKS' CONFERENCE (SPECIAL
SESSION) BOMBAY 15TH APRIL 1939,

DISCUSSION OF AGRICULTURAL DEBT RELIEF BILL

A Special Conference of representatives of the Central and Provincial Banks
was held under the auspices of the Bombay Provincial Co-operative Bank on Sun-
day, 16th April 1939, at 2-30 p.m. at the Sir Vithaldas D. Thackersey Building, with
the object of defining the attitude of the Central Financing Agencies towart:ls the
Agricultural Debtors’ Relief Bill introduced by the Government of Bombay in the
Bombay Legislative Assembly. On the motion of Prof. V. G. Kale, Mr. R. G.

fharaiya, the Chairman of the Bombay Provincial Co-operative Bank was voted to
e chair.

The following are extracts from the Presidential Address of Mr. R. G. Saraiya:—

It is not my purpose at this stage to anticipate the conclusions of our delibera-
tions but I think it my duty to draw your attention to some of the more important
aspects of the Bombay Agricultural Debtor’s Relief Bill now before the legislature.
As early as 1928 the Royal Commission on Agriculture wrote, “Legislative measures
designed to deal with the problem of indebtedness have proved a comparative fail-
ure.” They also said, “We have no hesitation in rccording our belief that the greatest
scope for the salvation of the rural masses from their crushing burden of debt rests
in the growth and spread of a healthy and well-organised co-operative movement
based upon the careful education and systematic training of the villagers themsel-
ves. Apart altogether from the question of debt, co-operative credit provides
the only satisfactory means of financing agriculture on sound lines. If the rura
community is to be contended, happy and prosperous, local Governments mus
regard the co-operative movement as deserving all the encouragement which it He:
within their power to give.”

The Bill now before the Bombay Legislature seeks to achieve two objects. Ir
the first place, it proposes {o reduce the debts due by agricultural debtors to wha
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is expected to be within their repaying capacity, repaying capacity being defined
in Sec. 47 as 80 per cent. of the value of the property of the debtors and the value
of his other assets calculated at the net annual income of such assets capitalised
at 6 per cent. In the second place, it proposes to ensure, or at least try to ensure,
that the debtor so relieved of his debt. does not incur further debts beyond his capa-
city to repay, by compelling him if he at all wishes to have his debts adjusted, to
join a co-operative Resource Society. It lays down in Sec. 75 that:—

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

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

I have thought it necessary to quote here Sec. 75 in full, as it is the crux of
the whole legislation. Although provision is made in Sec. 76 for exceptional cases
in which the Provincial Government may authorise an individual or body
to advance loans to agricultural debtors whose debts have been adjusted, the bur-
den of financing the agricultural debtors is placed, on the whole, on the shoulders
of the co-operative movement, i.e., in the last instance on the co-operative finan-
cing agencies.

There are thus aspects of this legislation in which co-operative finan-
cing agencies are vitally interested. Although co-operative debts do not directly
come within the purview of the Debt Adjustment Boards, Sec. 43(4) lays down
that the Co-operative Socieiy shall intimate to the Debt Adjustment Board the
amount of remission of debt which the Co-operative Society is willing to give in
respect of the debt due to it. It is not mentioned on what principles the co-opera-
tive soclety is to be guided in giving remission. It is conceivable that a co-opera-
tive society may be liberal in granting remissions where a majority of its members
are indebted to it, and where the society’s own funds are small. If extravagant
remissions of debt are allowed by the primary societies, there is danger to the
stability of the structure of co-operative finance. When this legislation was under
consideration, the Hon’ble the Finance Minister called an informal conference of
some co-operators, and it was suggested that the remissions of debt to be allowed
by the primary societies would be under the advice of the Registrar in consultation
with the financing agencies. It is necessary that the position in respect
of Sec. 43(4) is clarified first by a suitable amendment, or by suitable rules under
the Act, if it is possible to do so. as otherwise quite mistaken notions are likely to
prevail about the implications of this particular clause.

This Conference is asked on what lines financing agencies would advise socie-
ties to scale down debts under Sec. 43(4). It is for your consideration whether
you should not first ask for a suitable amendment of this Section. It is also for your
consideration whether co-operative societies should be called upon to scale down
the debts due by their members to them at all, in view of the facts—which I need
hardly recall to a gathering of co-operators—that the debts due to a co-operative
society stand on quite a different footing from a debt due 10 a money-lender, that
the profit made by a co-operative society out of interest earned from its debtor-
members has gone back to the debtor-members in one form or another unlike the
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profit made by a Sowcar, and that the co-operative credit movement in its owxy
humble way has helped to bring down the rate of interest payable by the culti-
vator in many districts. Further in all hard cases, co-operative financing agen-
cies have been granting liberal remission of interest, and if the rate of interest
charged in certain areas appears high, it has to be kept high to compensate for the
low rate of interest earned from less fortunate districts. Here is co~operation in
the true sense of term! But there may still be cases where remission of debt may
be in the best interest of the members and of the primary society, and the finan-
cing agencies would not be averse to recommend the primary societies to allow
remission in such cases. If you accept this view, you will no doubt recommend
that the primary societies can only allow remissions of debt to their members,
with the consent of their financing agencies in case they are indebted to the
financing agencies. The financing agencies in their turn would be guided by the
advice of the Registrar of Co-operative Societies.

A note of warning may be sounded here in connection with the policy of re-
missions of debt to be allowed by primary societies to their debtor-members. The
burden of such remissions is bound to be felt by the financing agencies. But the
financing agencies cannot in their turn ask their depositors and the general publie
to write off their deposits or current or saving accounts. At present the co-opera-
tive banks are—thanks to the soundness of their structure—able to tap the money
markets of cities like Bombay, Surat or Ahmedabad, and make available to the
agriculturists funds borrowed from the money market at low rates of interest.
They can even stand up to a certain amount of strain., But if a policy of over-
liberal remission of debt is followed by primary societies, the faith of the public
in co-operative banking institutions may be shaken, and these very agriculturists
whom it is proposed to help, may, in the long run, be the worst sufferers. Credit
—especially financial credit—is a delicate plant. It has taken years and years
to nurture it, and bring it to its present condition in the co-operative banks; it is
already bearing fruit in the form of cheaper finance to the agriculturists.
violent digging and chovoping ot ils very roots—at the prim
endanger its very existence.

Any
ary societies—may

It is, therefore, reassuring thai the Hon'ble the Finance Minister in his Budget
Speech on February 14, 1939 definitely stated: “Government have decided to stang
by these financing institutions and support them in every possible way as it wil}
be on them that in the coming days Government will have to depend for financial -
assistance to the rural population.”

One of the items before this Conference is to suggest the best methods of secur-
ing Government assistance for the work of rehabilitation and development, in view
of the above assurance. Financing agencies are, under the contemplated legisla-
tion, asked to stand up to a double strain—the first is that of the remission of debt
already referred to; the second is that they will have to finance the agricultural
operations of the entire farming community whose debts have been ad-
justed. They have the assurance of the sympathy and support of the Provin-
cial Government. As the answer of this Conference to all the items on its agenda
to-day is bound to depend largely on the nature and the scope of Government as-
sistance, I shall deal briefly the lines along which this assistance can be given.

According to the Budget Speech of the Hon'ble the Finance Minister, Gov-
ernment have decided to subscribe share-capital in the financing agencies to the
extent of Rs. 20 lakhs; they thereby hope to enable these institutions to raise their
working capital by nearly Rs. 2 crores, and place it at the disposal of the agricul-
turist. It is for your consideration whether this is the best or only form of Gov-
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ernment assistance which can be given. Although technically the increase of share
capital by Rs. 20 lakhs may empower the co-operative banks to borrow Rs. 160
lakhs, it does not necessarily follow that the co-operative banks will be able to
command additional deposits to this extent. To enable them to meet the additional
demands on the resources, the Government of Bombay should he prepared to place
at the disposal of the Provincial Co-operative Bank and other Central Banks sub-
stantial amounts of loanable capital, as recommended by the Indian Cantrs! Banking
Enquiry Committee. There is no reason why at least a certain portion of the funds
of the Government of Bombay should not be deposited free of interest with the
Bombay Provincial Co-operative Bank and other central co-operative banks.
Further, in times of stress, or in the near future when the effects of debt recon-
ciliation will be felt very keenly by the financing agencies, and when the advan-
tages of the rural development scheme are still remote and not realized, Govern-
ment may have to step in, and it would strengthen Government’s ultimate plans
and the co-operative move nent’s financial position if they made up their minds from
now and gave an undertaking to place further deposits with the co-operative banks,
if necessary.

The Indian Central Banking Enquiry Committee has also made recommenda-
tions in case the borrower defaults to pay regularly the annual instalments to pri-
mary societies. “In that case the society will be subjected to a loss and it ig
desirable that Government should come to the assistance of the society in
all cases where the loss is not due to any negligzence or mismanagement on the
part of the latter.” This is a salutary recommendation and furnishes a parallel
which the Bombay Government may well follow. The principle of the local Go-
vernment recouping the loss which may be caused by their debt reconciliation policy
to the primary societies may with advantage be extended 2lso to the ﬁna}ncing agen-
cies, as they will be called upon to bear a very severe strain on their resources,
especially in the intial stages of debt adjustment.

Reference has already been made to the importance of credit for the very
existence of a financing institution. The financial credit which enables a bank to
borrow, say, 9 times its own capital, depends upon the faith of the depositor in
the bank. This faith is easy to shake, but difficult to establish. It depenc_ls upon
the continued ability of the bank to repay its dues at the promised date, its con-
tinued solvency and its continued ability to earn a reasonable profit. To enable
gll these objects to be achieved, Government assistance would have to be thrt'ae-
fold as explained above. First, Government should announce th.at the ﬁn::mcmg
agencies of the co-operative movement have Government k.)ackmg. ‘ ‘Thls has
already been done in his Budget Speech by the Hon'ble the Flr.\anct.e Minister, v;:ho
announced that Government had decided to subscribe share capital in the financing
institutions to the extent of Rs. 20 lakhs. Secondly, this announcement should'be
followed up by the recognition of the co-operative central banks and the Provin-
cial Bank as bankers to the Local Government, and the Local Government should
place at the disposal of the financing agencies loanable capital as recommended by
the Banking Enquiry Committee. Thirdly, in order to preserve the profit earning
capacity of the banks, the Government should announce that they would come to
their assistance, where losses are incurred through no fault of their own, but as a
result of the debt adjustment-policy.

It may appear that the demands made on the Government are on the high- side.
To any critics of these demands it may be asked whether they are able to point to
any country where it has been possible to finance agriculture without Govemm.ent
assistance. 1 have not been able to find such examples of winegsful financing
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of agriculture without Government help, but, as 1 shall show presently, there are
many examples of Government help to agricultural banks even in more advanced
or self-reliant countries. This is because the principles of ordinary commercial
banking would not allow any bank or financing institution to undertake the risk
involved in financing agriculture. In India the risk is all the greater, as agricul-
turtlz is, after all, “a gamble on the rains”, and hardly a profitable occupation in
itself.

A close parallel to Indian conditions may be found in America where the Fede-
ral Intermediate Credit System grants loans for periods of not less than 8 months
and not more than 3 years. The Intermediate Credit Banks are Government Insti-
tutions. Their establishment was made mandatory by an Act of the Congress and the
Secretary of the Treasury was directed to subsecribe to their capital stock in suck
amounts as called for by the Directors of the banks, not in excess of 5 million
dollars for each bank. Further, in the case of a Federal Farm Loan system, the
Government of the United States was authorized by the Congress: (1) to subscribe
to the share capital of these banks; (2) to take up debentures issued by these
banks; (3) to pay for organization expenses up to $100,000; (4) to make tem-
porary deposits for the use of any Land Banks. The debentures of these banks
are exempt from Federal State, Muricipal and Local taxes ¢

. and are Trustee
securities.

In England, which believes in minimum Government interference the resour-
ces of the Agricultural Mortgage Corporation Ltd., consist of the shar'e capital, the
guarantee fund, and the debentures issued by the Corporation, The guarantee 'fund
is provided under Secction 1(i) of the Agricultural Credits Act 1928 and is equal
to the share capital of the Corporation. It carries no interest for a period of 60
years after which period the interest payable is not to exceed the average yield
on Government funded stock. The amount of the guarantee fund is £650,000.
Further, Government contribute £10,000 annually towards expenses. ,

In Bulgaria, where there is a centralised system of co-operative credit financing
under State control, the Government has intervened to take over 80 percent of the
farmers’ debts, substituting in their place amortization payments spread over 10
years. The debt which was payable to the Agricultural Bank (with which the
Apex Co-operative Bank was amalgamated in 1934) has since been taken over by
the Government itself, leaving the bank free to carry and develop its fresh business
with agriculturists. Similar action is taken in Yugoslavia, while in France a
special State Fund has been provided for the amortization of the debts w'.ch are
made repayable over an extended period of years. In Denmark, Government have

assumed a guarantee for the redemption of agricultural debts and secured a reduc-
tion in the rate of interest.

From the above examples of the experience of other countries, it will be seen
that the demands suggested on the Bombay Government are reasonable and nol
in any way excessive and the Bombay Government must be prepared' to meet
these demands if it wishes to carry through the scheme for agricultural debtors’
relief to a successful result.

Government assistance has also been envisaged in the speech of the Hon'ble
the Finance Minister by creating a more uniform and economical organisation for
field work. As a part of the scheme of rural development and in order to ensure
systematic and speedy recovery of co-operative societies’ dues, it is proposed to
provide the Co-operative Department with its own recovery staff. A gtaff of> 100

officers of the grade of avalkarkuns with requisite office establishment wil]l be

Vs
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employed and will be in charge of liquidation, winding up and recovery work of
co-operative societies (Vide Bombay Government Resolution of March 8, 1939). It
is for this Conference to consider in what way assistance thus provided can be
utilised for the reorganization of the arrangement for supervision, inspection and
development with a view to securing economy, co-ordination and unification of
control. This is one of the items on the agenda of the Conference, and the
financing institutions may well consider to what extent they can delegate their own
functions of inspection, proportion of normal credit statements, examination of
credits etc. to the field staff of this calibre to be appointed by the Government.
1t is also for consideration whether the utilisation of Government agency in this
manner would enable the financing agencies to retrench their own staff or to pass
it over to the Government, and pass on the advantage of such economies to the
agriculturist borrowers.

Finally, one cannot but admire the courage of the present Government in try-
ing to tackle the problem of rural indebtedness, not in a haphazard way but in a
whole-hearted manner. It is all the more creditable that it is realised that tackling
the problem of credit alone will not solve the problem of rural indebtedness or of
the poverty of the peasant. A Department of Rural Development is to be created
and the problem of rural indebiedness is to be attacked on all fronts—from the
directions of co-operation, agriculture, cottage industries and marketing. The
financing agencies, I am sure, will be prepared to assist Government in the noble
work which they have undertaken to the best of their capacity. But the very nature
of their structure and their business exposes them to certain risks and requires them
to ask for Government assistance in a number of ways outlined above. I wish all
success to the Government in its bold experiment at rural reconstruction, and can
only wish that the Hon'’ble the Finance Minister was able to secure larger amounts
of money for this purpose, and that the public was more interested in these really
constructive far-sighted proposals. First time since medieval times has any Pro-
vincial Government in India aimed so high in the sphere of rural uplift. The broad
outlook with which Government's rural development programme is conceived should
be continued in all the details of its execution so as to overcome the many difficul-
ties that are bound to present themselves in so huge a task.

L > - *

After the Presidential speech, the Chairman requested the Registrar of Co-opera-
tive Societies to initiate the discussion on item No. 4 by giving an exposition of the
provisions contained in Section 43, which, the Chairman said, was silent as to how
debt remissions would be effected.

The Registrar:—The Chairman has given us very suggestive ideas which, I trust
the members here will follow. I expect most of them have gone through the provi-
sions of the Bill to provide for the relief of agricultural debtors in the province of
Bombay. As you know the Bill has passed the first reading and is now before a
Select Committee. The first five items of this agenda deal with the implications of
the Bill which may arise for the consideration of the financial agencies; and 1 have
submitted a number of notes on all these items which have been circulated to the
members present. In these notes, I have attempted to deal with some of the prob-
lems arising out of the Bill and how we can seek a solution for the same. The
wording of the Section 43(4) is:

“The Collector and the co-operative society shall intimate to the Board the
amount of remission which the Provincial Government or the co-operative so-
ciety as the case may be, is willing to give in respect of the debt.”

-
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Continuing, the Registrar referred to his Note with reference to Section 43(4)
wherein, he said, he had enunciated the general principles which deserved to be
followed by all financing agencies in advising societies to scale down debts.

“We have to remember,” he said, “that the members of all credit societies are
members of resource societies and as such under the provisions of the Bill, they
wil] be entitled to apply for relief of their debts; and the very fact that some or at
least one member of the society applies for such relief makes it practically obliga~
tory on the part of the society itself as the creditor of the debtor members to apply
for debt composition. I do not think that the Conference need have any fear that
the remission which is to be given by societies will be left for determination by the
societies concerned themselves. It would be under the general control and guidance
of both the financing agency and the Registrar. Now, I would invite the attention
of members to the other remarks made with reference to item No. 4, and with these
words, I would leave it for the consideration of the members.”

Item (4) was then taken up for discussion by the House.

Mr. K. M. Thakore :—Will the application of a surcty for conciliation of his debts
melude the debts of his principal? His liability includes the debts of his principal.
Since his liabilities are joint and several, as soon as he applies, are the others also
involved ? Again, can he separately apply for debt composition ?

The Registrar:—When one member of a society moves for consideration it will

be practically necessary for the society to move for the solution of most of its
debts.

Mr. Parekh wanted to know what machinery will deal with the payment of
debts in full, once they are adjusted.

The Registrar:—There is no question of paying the debt in full, for the pay-
ment is by instalments, spread over a period of 20 years. What is being done is that
the debts are scaled down to within the repaying capacity of the individual, and he
is given relief by enabling him to pay in small instalments over a period of 20 years
If, for a certain number of years, the instalmen(s cannot be paid for certain reasons
there are further provisions by which such agriculturisis are declared insolvents.

Mr. D. D. Chitale:—When the debtor is declared an insolvent, his property
is not sold and cannot be recovered in any way. In that case, the society woulc

stand to lose. I would like to have some idea of the procedure that will be followec
when a debtor is declared an insolvent.

The Regisirar observed that there was no room for any such apprehension i
the matter of recovery. “The Bill”, he said, “prevents the produce from going int
the hands of the Sowcar by enacting that if the produce is sold through any othe
agency, both the seller and the buyer would be guilty.”

Continuing, the Registrar said, “What is really going to happen is that th
societies effecting the sale of the produce will, before handing over the balane
arrange to renew its crop finance and to pay the equated instalments. As far a
the creditor himself is concerned, he will get the benefit of the decree which enable
him to get certain recoveries when made; and it may also be worth his while to g
in for some further debt solution and enter into some arrangement with the lan
mortgage bank for that purpose. The creditor’s position, however, stands on a

entirely different footing. The Bill in question is meant mainly to give relief t
the debtors.”
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In reply to a further query, the Registrar said: “The problem is one for f.he
consideration of the central financing agency. It is very important. I would like
the central financing agency to consider some other aspects of the problem at the
same time. There are some banks, a very large amount of whose funds are locked
up in primary societies; we have also to consider how much of that amount alre:?dy
consists of frozen debts, etc. It is partly wih that object that we have been holding
enquiries into what are the frozen and dcubtful debts; and you have to consider
to what extent recovery can be made in a number of such cases. These are matters
for the Conference to consider.”

Prof. V. G. Kale:—Does it not follow that the proposal is a leap in the dark?
These are difficulties for the central banks to consider. I feel that we are asked to
assist first, and enquire afterwards into the necessity or justification for such help.
I personally think that Government have committed a blunder in including t,hc? co~
operative movement within the purview of the Bill. In Madras, they. ha\{e deliber-
ately kept the co-operative movement outside the scope of such legislation. They
are now advancing Rs. 50 lakhs for the purpose of providing crop finance for the
societies. I think it would have been better to follow the lead given by the Madras
Government. We do not know what is likely to be the amount of the losses the
societies will have to bear on account of this debt solution. We do not know to what
extent the financial agencies will be called upon to bear the burden. Of course, 1
can assure the Registrar that the financing agencies and the co-operative movement
will go as far as they can, in order to make this legislation a success. The Bombay
Government propose to utilise the co-operative agency for the purpose.of rural
relief, and in doing so, they have honoured us. My submission is that if this ag(?nc'y
is to work efficiently and satisfactorily, we must see that that agency"s. credit is
in no way shaken. I believe very few central banks to-day are in a posn‘mr} to see
what their position exactly would be. Yet, we are asked to say ‘yes’ or ‘no to the
general principle. I will accept the general principle provided there is going to.be
no loss to the societies or the financing agencies. It will be open to every ﬁnancmF
agency and society to keep wide open before the Registrar their accounts and if
for no fault of theirs, they are called upon to bear serious losses, I want the Gov-
ernment to make it clear that they will be prepared to extend their help to the
movement.

Governments in all countries have gone to the help of the: Co-operative Move-
ment, and this has been referred to in the speech of the .Chaxrman, and 1 am g.lad
to note that the Government of Bombay propose to coptrlbute to the share f:apltal
to the tune of Rs. 20 lakhs, but I am not sure that this will a't all be suﬁicm:nt to
gain the confidence of the depositors which is likely to be serlot}sly shalfen 1f‘the
Bill passes into law. It is, therefore, necessary that proper enquiry and investiga-
tion should be made into the whole question before we should be asked to say
‘yes’ or ‘no’ in this important matter. I would, however, suggest that if the Govern-
ment can give an assurance that where the working of the Bill has been found to
result in a definite loss to the financing agencies, they will come to the assistance
of such agencies, the scheme of rural reconstruction can be given effect to. It
should not be supposed that we are seeking for more profits; we only wish to be
enabled to carry on the work that we have heen doing for the last so many years.

Mr. K. M. Thakore wanted to know what would happen supposing all the de-
positors wanted to withdraw their deposits.

The Chairman:—That is why Government must come to the rescue of the banks
by promising to supply long-term capital in order to cover the equated instalments.
15
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Mr. Chitale expressed his opinion that the confidence of depositors should not
be shaken. He was not sanguine that just because Government proposed to give
Rs. 20 lakhs, the public would give more in the shape of deposits. We must know
definitely what will be the maximum loss we will have to bear. When the people

know that our resources by way of reserve fund, etc., are being wiped off by debt -

composition, the public would become very much afraid and unless Government
comes to our assistance, a very difficult situation will have been created. Till now,
we did not want Government assistance. We would like to know what would be our
fate in the eventuality described above. )

Mr. K. M. Thakore:—I have no doubt that the Bill would be to the benefit of
the co-operative societies as well as the agriculturists, and I congratulate the Gov-
ernment on introducing this Bill in the Legislative Assembly. But what I am anxi-
ous about is what would be the state of the central financing agencies. The anly
assurance given by the Finance Minister was that the Government would be investing
gbout Rs. 20 lakhs of share-capital in the movement. The first question is whether
under the present circumstances such a help is at all necessary.

Mr. Thakere then quoted facts and figures to show that the financial help pro-
posed to be given by the Government would not he of any material assistance to
the movement. “We have,” he said, “a margin of about Rs. 5 crores with us, and
really speaking, therefore, we would nat be suffering for want of funds. What we
really apprehend is what will be the fate of central financing agencies if depositors
ask for their money. Will Government come to our help if we come to grief?” Mr.
Thakore also expressed his fear that Government would ask for some form of control
once they contribute towards the share capital.

Mr. D. V. Potdar said that the central financing agencies, with their present

share capital and reserves, were not in a position to write off any losses, nor to bear
the burden of any debt solution.

Mr. Gordhandas G. Morarjee:—We are putting the cart before the horse. While
we are thinking of item 4, we are thinking of giving assistance, without any resources
at aur disposal. Our resources to-day are jeopardised by the blow that has been
given to the credit of the societies. Mr. Thakore has pointed out, by quoting the
Bigures for 1936, that we have got enough funds at our disposal. He forgets one
thing. 1936 did not face the jeopardization of credit as to-day when credit is shaken
by various causes, I should, therefore, sirongly point out to this Conference that
before we are called upon to decide this guestion, we must be assured by Govern-
ment that our credit is not going to be jeopardised by any legislation, and if it {s
jeopardised, we must know what would be the sources on which we can fall back.

Mr. V. L. Mehta:—At this stage of the proceedings, it may be desirable to formu-
late our considered opinions. So far as I can see, items 4 and 7 are closely connected
However, for the present, we are dealing with item 4. What I suggest is this, thal
instead of asking the Registrar any number of questions, which he is presumably
not in a position to answer, it will be desirable for us to clarify our minds an¢
put the issues before Government in a simple and definite form so that the Govern
ment can consider what exactly is the point of view adopted by the Co-operativ
Movement on the subject of debt velief legislation and Government may decid
before long what is the attitude they themselves will take in this matter. I beliewt
we are all agreed in holding that this legislation is to be welcomed. The expressiot
of opinion of this Conference will start, therefare, with an expression of welcomu
of this legislation. But we shall point out the special difficulties which the co.
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operative societies will have to face. We may not be able to point out in this reso-
lution, but we may do so in our memorandum, that these difficulties are such that
they may overwhelm us and therefore upset the very aim Government have in view,
namely, that we should be the approved financing agencies or credit agencies of
the future. From this point of view, it is absolutely eessential that the net losses,
if any, that we may have to meet will be borne by some agency besides ourselves.
I would, therefore, put three or four conditions, or formulate three or four terms on
which alone we feel it will be possible for us to come into the picture. It is just
possible that Government may think our demands rather extravagant; but if they
do so, the responsibility will not be ours, because we shall have made our position
perfectly clear from the very start. Therefore, my resolution will be something
like this.

This Conference, while welcoming the intention of Government to provide for
the relief of agricultural debtors, is of opinion that in order that co-operative
societies and their central financing agencies may be able to meet the situation
that is likely to be created by the proposed application of the provisions of the
Bombay Agricultural Debtors’ Relief Bill to members of co-operative societies,
it is necessary to provide that—

(1) the adjustment of the debts of co-operative societies should be with the
concurrence of central financing agencies to which the societies con-
cerned are indebted;

(2) that a guarantee fund is created out of which the net losses, if
any, accruing to the co-operative societies may be met after the exami-
nation of such losses by the Registrar of Co-operative Societies or such
other authority as the Government may choose to nominate;

(3) that adequate loanable capital on a long-lerm basis is placed at the dis-
posal of central financing agencies in order to enable them to meet the
demands of their short-term creditors in view of the spreading over of
their outstanding loans for repayment by instalments.

The resolution was seconded by Prof. V. G. Kale and was then discussed by the

"House and passed unanimously, with some minor alterations. The resolution as

amended and adopted was as follows:—

This Conference, while welcoming the intention of Government to provide for
the relief of agricultural debtors, is of opinion that in order that co-operative
societies and their central financing agencies may be able to meet the situation
that is likely to be created by the proposed application of the provisions of the Bom-
bay Agricultural Debtors’ Relief Bill to members of co-operative societies,
it is necessary to provide that—

(1) the adjustment of the debts of co-operative societies should be with the
concurrence of central financing agencies to which the societies comn-
cerned are indebted;

{2) a guarantee fund should be created by Government out of which the net
losses, if any, accruing to co-operative societies and central financing
agencies by the adjustment of debts may be met after examination of
such losses by the Registrar of Co-operative Societies;

(3) adequate loanable capital on long term basis should be placed at the dis-
posal of central financing agencies to enable them to meet the demands
of their short-term creditors, in view of the spreading over of their
outstanding loans for repayment by instalments,
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The Chairman. We shall now take up item No. 7, part of which has been
covered by Mr. V. L. Mehta in his resolution, In my speech, I have
referred to the various ways in which Government assistance can be given. The
situation, however, may be different for different institutions. We might pass a
general resolution pointing out to Government the forms in which assistance can be
given. Then, each central bank may decide what help it wants.

share capital ; others may not require share capital at all; so,
item No. 7.

Some may want
we might discuss

Mr. B. V. Jadhav. A large amount of capital and finance would be necessary :
and this would be availahle only if the confidence of the public is secured. So
the help of the Government should be in the form of creating greater confidence

in the minds of the public in the central financing agencies, and not in any direct
financial assistance.

Mr. V. L. Mehta. I would not like to rule out any form of Government help.
There are various direclions in which Go
ble. We have already mentioned two in t!
these two, there would be several other ways in which Government assistance car
be made available, and one of these is by subscription by Government to the share
capital. The reason for favouring Government assistance in this form is this : wher
debt relief legislation comes into operation, there will be a large increase in the
number of members, of societies, ete.; and addition
share capital would be required for v

‘ernment assistance can be made availa-
12 resolution just pasied. But apart from

al finance in the shape of more
arious purposes; and when that capital i
required, the market in which we can raisc such additional eapital may not be as
favourable as it is to-day. To-day if we went to the market and asked for new
capital, we might get it, but it may be that after six months or a year when thi:
debt legislation is in operation, we cannot get shares subscribed. So, 1 think we
should not rule out thig question of Government contributing to the share capital
The second point is, in addition to the longterm loanable capital that we want ang
in addition to the Guarantee Fund. we may want some chort-term eredit,
be extremely difficulty to get short-term eredit from the Reserve Bank and it may
be necessary for us to keep at our disposal, either deposits of Government balance:
in the central financing agencies or in some other shape, and this will be anothe;
form in which we would ask for help from the Government.

It may

The Registrar. Mr. V. L. Mchia has put before you some of the reasons I ha
in mind when a suggestion was made by me to Government that one of the way:
in which Government could help the financing agencies was by making contribu.
tions towards the share-capital of the financing agency. Mr. Thakore had doubt.
as to what actual control Government would demand in the working of the financing
agencies as a result of Government’s subscribing to share capitul. When the centra
financing agencies are well-managed, it is not the wish of the Government to exer.
cise control in any way, and if they are not so managed. T think a conference of thi
nature which is considering such prollems should weleome proper control fron

the Government to put matters on a sound footing, So. this is one of the ways i
which Government could help.

Mr. V. L. Mehta then moved the following resolution on the subject : —

This Conference recommends that
to central financing agencies proposed i
extend assistance to these agencies in th

, in addition to the methods of assistanc,
n Resolution I, Government be pleased t
e following forms:—
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(1) Recognizing central financing agencies as ?ankers to Government for
keeping Government balances in deposit with them;
(2) subscribing to their share capital on terms and conditions to be mutually
agreed upon; . .
(3) placing short-term funds at the disposal of central financing agencies at
specially reduced rates of interest.
This resolution was then put to vote and carried unanimously.

FINANCE TO NOMINAL MEMBERS.

The Chairman. We will now discuss items (1) and (2) together, dealing with
the subject of finance to nominal members.

The Registrar. At present, our main agencies for financing the agricultt}ri:t:
are the agricultural credit societies. As a result of the remarks made in the oin
d the Government Resolution passed therecon, we have Peen encouraging
Rept;rt: m’1tion of multi-purpose societies. The Agricultural Credit Departm'ent of
::e I::;::ve Bank of India has also issued bulletins advcfcating the .fon.natmn of
mlexlti-purpose societies which weuld restrict thei'r ﬁ‘nancmg to cultu:;‘ltrlsn 11;:1!?
only ; these are likely to be very impdortant agen?xei ;ot;xjciut::kzzt)ing tr;li e
finance to cultivation needs. giving a vances.aga.ms , ° he bro-
lying if possible, other needs in kmds.' Now, as we now, g
t(fx‘:'z?’c::gitszfge};iesg catering to the needs olfl agrict:ultl(;rlts;si:r:bzlt;otu; 5;)22 1:; r::um'lk:;:
i e actually catere -
and'thlet porljug:l‘)(:;: }ggfie?e;?lsl 2;‘ovides that before consideration of an applica-
{\gn;:r 1:11';” composition, the person who wishes to get his d_ebts coml?osed musf
tlion member of a resource society ; and naturally, when the Bill comes into oper;
tii:, a very large number of persons will ha\.r'e t.o be provxd.ed for. 'dI;aol:]her ;vc;rres-,
the membership of co-operative societies will increase velyfconsnhroomy.soﬁeties.
sume it is not our intention to cncourage a large.number o n:us R
We have seen what happened when the co-ope.ratwc movemen dwCaltion 8 train-,
when a large number of societies were started without adeqli.ate Zsuto on or train-
ing. Consideration has, therefore, been given to tl?e. qucls1 1ona e
should be given and what should be the agenc.y for glvi)ng ; e S e .you e e
it may be necessary for us o provide for nominal r.nem ers| 1€.e s you know, there
will be a very large number of people who are nextherhmem Y \ 20x can be mem-
bers, of agricultural credit societies. becal.xse t erci:t' e
ciety at the place where they reside or there is .no multi-p w;;iCh society in or
about their place. In that case, t.he centrz}x)l f'tnirxlsmsipz;glzngedit o
2" Vario“;})]ace?umslf: tt}:;atv?nn:\;:;xnilasr:; nt’hee rzentml financing agencies shf)uld n;t
s:::;;.suc}‘:uﬁ‘:ance at lower rate of imerest‘tha'n the mu1t1-tpl‘lrgosetosc;t:lettiz;ﬁtos
central financing agency should try and restl:xct' its ﬁna‘nces s] r1tc y S
needs through multi-purpose and resource socxotles,tagd lfot};i . a‘;tfe:h:;r ! 1o suppY
i 3 must do s
e s o f:in;?sc ea:: gl?é?::br:i;tﬂ;::ﬁse that there are other needs. to'be
NO)"» i f ; we r;mst consider and attempt to have savings f?r satxsf.ymg
. 'There :sre‘You have already discussed that so far as the outslde‘ credltP!t‘s
:I::hc:r?g:;;zg‘e;\e.y will not be willing to come forward to lend to the ag:;c;x:z\:n;es
except perha;;s at usurious rates of inte‘rest. Therefore, we sbaliuh:;id e b
problem of supplying such finance. Again, when such finance 1st nl;cessa,rily orove
hecessary that it is given in time. Qur present methods mus
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dilatory. In future, it would be necessary to devise methods of prompt action.
Similarly recovery might be prompt also, ar you know that the produce will by
sold through the agency of the co-operative societies. I have raised these issues in
connection with items 1 and 2, and it is for this Conference to consider and arrive
at some conclusions.

Mr. K. M. Thakere. The rule of multi-purpose societies may be so modified as
to irclude loans for agricultural purposes and not for anything else. Further, there
should be some check in regard to the admission of members who are desperadoes.

Mr. Rajadnya wanted loan and sales societies to be formed where there were
market centres.

Mr. Chitale. It is necessary that nominal membership of central banks should
be discouraged.

The Registrar incidentally announced to the members that Government have
under consideration the question of training 2000 workers for village panchayats
and multi-purpose societies.

Mr. D. V. Potdar. I support Mr. Chitale’s recommendation that nominal mem-
bership should be discouraged. Advances made to individuals may not be as secure
as advances to societies. We may, after some experience, of say a year, introduce
nominal membership.

Mr. Parekh suggested that in areas where there are no societies at all, people
should be admitted as nominal members. He was also of opinion that finance should
not be restricted to agriculture alone and that some provision should be made to
provide finance also for purposes other than agriculture.

Mr. B. V. Jadhav. There is some difficulty about nominal membership that I

would like to point out. The Registrar has told us that finance would be supplied
to individual borrowers at the same rate of interest as charged for primary socie-
ties ; but the central banks would make a better profit over these loans than they
are expected to make by lending to primary societies, and, therefore, as it is more
profitable to deal with individuals, they will try to keep such people as nominal
members and they will not take any trouble to form them into societies. This is
one difficulty. Then as regards the point raised by Mi. Parekh that provision should
be made for finance for other than cultivation purposes, this opens up an important
question and I am afraid, if it were allowed, the whole object of the Debt Relief Bill
would be frustrated. I think debis should be confined to strictly agricultural re-
quirements. As a matter of {act, the agricultural expenses per acre of a particular
crop are generally the samc for the whole of a village, and in that way, it will not
be difficult for the financing agency to see how much is really needed by the culti-
vators and what crops are to be expected. I think we must proceed to work the
scheme, and in the course of working, other difficulties may crop up which we
never expected, but we may also realise that some of our fears have been unjusti-
fied.

Mr. V. L. Mehta. I wish to make a few remarks regarding the points under con-
sideration. I am in agreement with the views of Mr. Chitale about the danger
which the system of nominal membership entails. I believe it will be dangerous and
I do not know whether there will be many financing agencies prepared to take the
rigk, ,as it will be hazardous, as previous experience tells us, for a central financing
agency operating at the district headquarters to give loans on the security of crops
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" to a very large number of people from whom it has meagre means of recovery.

From that point of view, I do not know whether this Conference might not express
disapproval of the idea; but I think we need not discard the idea altogether, and
1 would merely say that the system of nominal membership of central financing
agency should be discouraged unless the central financing agency serves a very
small area, in which case, nomina} membership may be permitted—a very selective
nominal membership—if the financing agency is in a position to keep in touch
with the nominal members. This is one point of view which, I may say, is not
aliogether mine, since it was one of the recommendations made by Mr. Bhansali
last year. The second point of view I wish to place before you is the advisability
or otherwise of starting loan and sale societies—the view put forward by Mr.
Rajadnya, and these loan and sale societies could be much more easily organiz-
ed and brought into existence than the multi-purpose societies if we are ready to
follow the Madras example. Another suggestion is that of starting multi-purpose
societies on a limited liability basis; I do not know if that suggestion is necessary,
but the suggestion to organise agricultural credit in areas slightly wider than that
of multi-purpose societies may be considered and put before the Government. An
alternative to nominal membership is compulsory membership ; if we rule out both
these a very large number of people will be denied the benefit of the Debt Relief
Legislation. Soms means will have to be found out by which all people would he
enabled to benefit themselves by the Bill. To meet the needs of such persons, I
suggest that those who cannot be admitted to the membership of primary societies
might be considered eligible for the grant of loans by Government either direct or
through credit societies where they are in existence. The agency may not, how-
ever, assume any financial responsibility. I would also suggest that the objects for
which credit should be available should be such as will enable the advances made
to be recovered at the next harvest.

The Chairman requested Mr. V. L. Mehta to present his views in the form of a
resolution.

Mr. Chitale suggested that where there is no society a person should be financ-
ed by the central financing agency merely as agents of the Government, by admit-
ting that person as a nominal member ; but the Registrar could not see how such a
suggestion would be practicable.

Mr. V. L. Mehta then moved the following resolution on the subject embodying
the points which were found to be in general agreement among the members :—

This Conference is in general agreement with the views expressed by the
Registrar in his notes on item Nos. 1 and 2 of the Agenda regarding the lines on
which financing agencies may encourage persons to become members of primary or
multi-purpose societies or noniinal members and the purposes for which finance
should be made available, subject to the following conditions:—

(1) The system of nominal membership in central financing agencies can be
approved of, only in the absence of local resource societies and provided
satisfactory arrangements are devised by Government for making the
lien over crops under Section 75 of the Bill effective.

(2) Nominal membership can only be on o purely voluntary basis;
but if Government wish to see that crop finance is granted by co-opera-
tive societies and banks even to persons who are refused admission to
the membership of local resource societies, it will be agreed to only
if Government undertake to bear the losses, if any, on the transactions.
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(3) The organisation of loan and sale societies for selected areas should be
encouraged.

(4) The object of the credit provided should be such as will enable the advan-
ces to be recovered at harvest.”

Mr. D. V. Potdar said they were already saddled with a g€ood many burdens
and as such, nominal membership should be discouraged because once the nominal
members got in, it would be difficult to make them go out.

After some discussion, the resolution moved by Mr. V. L. Mehta was adopted
unanimously.

MARKETING OF AGRICULTURAL PRODUCE

The Chairman then took up for consideration the problem of marketing of
agricultural produce. He said that the public had not fully realised the seriousness
of the implications of this Section. It meant that every agriculturist whose debt had
been scaled down,—and this would mean, for practical purposes, every farmer—could
not alienate or sell or encumber the produce of his land without the permission of
his co-operative resource society. At present, co-operative societies served onl
5 per cent of the agriculturists ; so long as co-operative marketing organimtioni
were not able to look after and sell the entire produce of the agriculturists in the
Presidency, the application of this clause would handicap the entire marketing of
agricultural produce in the Presidency, as the buyer upcountry of the cotton or seeds
or wheat, as the case might be, would not know whether the seller before him was
an agriculturist debior or not. It would be physically impossible for him to ag~
certain in every case whether Section 75 of the Act applied and the result would be
a disorganization of marketing arrangements up-country. The Chairman, therefore
urged that the application of this Section should be postponed till co-operative’
agencies were set up for the whole province for the purpose of marketing of pro-~
duce. The Chairman then requsted Mr. Joshi, Deputy Director of Rural Develop~
ment, to give his views in the matter.

Mr. Joshi.—I have given considerable thought to the question of marketing, i.e.
how to organise the sales of the produce of cur members. Since we are SUI;PIY':
ing finance for cultivation, the produce that comes out of this should be, of course
sold through the medium of the society itself. It is not necessary in the beg'mniné
that the secretary of a society should have all the produce in his possession. The
Bill provides that if the debtor sells any of his produce through anybody else
he becomes liable to punishment. So, all the produce of the area for which he|
is given credit is to be sold through the society and the latter will be selling the
produce through certain commission agents who will charge the lowest commis-
sion. Out of the sale proceeds, the society will keep for itself the instalments due
to it from the debtor and the balance will be paid to him. This is to be our
method of selling the produce of the various debtors of the society. I do not think
this is going to be such a difficult problem as many people are inclined to think.

Dewan Bahadur C. M. Gandhi said that this method would prove difficult ir
certain cases. “Our experience,” he said, “is that, even with the section of the
Co-operative Societies Act which gives co-operative institutions the first charge or
the crop produce, the farmer is not found honest enough to act in accordance witt
it. Unless and until we are able to make it penal, there is no chance of ou)
being able to realise our money, and the needs of the agriculturist are so many
that he wiil be tempted to borrow on uneconomic grounds also.”
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Mr. Joshi~The secretary must know every transaction that takes place and a
member should not do it independently.

Prof. V. G. Kale said that marketing would prove to be a tremendous respon-
sibility on the co-operative societies and it would be difficult to handle this prob-
lem.

Mr. Chitale.—We must have first lien on the produce.

The Registrar incidentally made an announcement that Government, in order
to tackle the difficult problem of marketing efficiently, are making provision for the
appointment of a Chief Marketing Officer and a Marketing Officer for each Assistant
Registrar to help the latter and to advise the societies on the lines of making
arrangements for marketing.

Explaining the necessity for suitable arrangements for marketing the produce
through the agency of the societies, he said that the agriculturist would not be found
willing to carry his produce over a large distance to effect sales there, but if defi-
nite machinery was provided there was no reason why the agriculturist would not
extend his co-operation in the matter. The penalty could be enforced if he failed
to do so.

Prof. V. G. Kale said that one of the many difficulties that the movement
would have to face was the absence of trained secretaries who could organize the
marketing of agricultural produce. “The secretary of to-day,” he said, “will not
be able to carry out efficiently his new duties, when this Bill comes into force.”

Prof. Kale voiced the general opinion of the members when he said that the
clause under discussion should not be put into operation for the present, and un-
less effective initiative and co-operation were forthcoming from Government, he
was afraid nothing worthwhile could be done in the matter.

The Chairman expressed himself in agreement with these sentiments and sug-
gested that a resolution be passed indicating the desirability of slow action in

the matter.

Mr. Clarke (Surat) moved that the penal clause and Section 75(2) of the Bill
should not be put into operation unless marketing arrangements are made by the
Government at their own expense.

Prof. Kale—Not only the penal clause, but the whole clause.

Mr. Clarke—But I wish to lay stress on the point that Government should
meet the cost of the marketing organization. It is absolutely necessary that all the
talukas should be equipped with depots where goods could be brought and stocked
conveniently from all parts of the country.

Mr. Clarke moved a resolution on the subject, reading as under:—

This Conference holds that Clause No. 75(2) of the Bill should not be brought
into operation unless in any local area arrangements are made by Government at
their own expense for the organisation of arrangements for the marketing of agri-
cultural produce.

The resolution was then put to vote and passed unanimously.

. * * »

16
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extent we can co-operate and co-ordinate the work of supervision and control.”

As the scheduled time was over and looking to the trend of the discussions

which was far from being decisive, the Chairman Suggested that the matter be re--
ferred to a Sub-Committee. "

Mr. V. L. Mehta.—There is the Standing Committee of the Conference.
It was decided by a unanimous vote to refer the matter o the Standing Com-
mittee

» . + .

The Chairman then read item No. 3 of the agenda.,
Mr. Clarke said that it was not possible to have a uniform rate,

The Registrar.~When you go to a sowkar, he charges 12 per cent or 20 per
cent just as he likes. But in your co-operative societics, you do not give to one
member at 10 per cent and to another member at 20 per cenl. The co-operative
societies fix the rate, The whole object of forming the Co-aperative society is &
enable a certain group of members to have uniform credit.  Now, you give credit

least entitled to ask of you something in return, You ought to make credit avail-
able to him at a reasonable rate of interest, 1 think the p

roblem requires some
mature consideration on the part of the Conference,

Mr. Gordhandas Morarjee.—I suggest that this matter be referred to the Stand-
ing Committee,

The Chairman concurred with thig view ; and

the matter was accordingly re-
ferred to the Standing Committee,

Prof. Kale did not favour the idea of fixing a uniform rate.
As items 3, 5 & 6 were very important and as it was felt that they could not

to the Standing Committee of the Conference as soon as possible.

The Conference then concluded with a vote of thanks to the Chairman and to
the Registrar and the Assistant Registrar who were present,

LEAGUE CONFERENCE ON RURAL LIFE

“In the last analysis, man will always be the subject of 3l our endeavours;
whether the purpose be cultural or material, the action we undertake always has ag
its fundamental object the improvement of the condition of mankind and the pro-
tection, raising and enrichment of humzn existence,”

This is the faith and creed of the liitle group of health and medical experts who
are now preparing for the Conference on Rural Life which the League has called for
next October.

Scientific experiment has approached every aspect of human living, and medical
knowledge in particular has made great strides during the past dccades; but, in
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" every country, medical practitioners and social workers find serious gaps between

Acientific progress and practical achievement. We are still far from applying the
knowledge we possess in ordering everyday living.

country districts of any country still help to people the towns, since the birth-rate
has remained relatively high in rural areas. But, all too often, these immigrants
come from districts where living conditions are less healthful than in towns, and
so bring poor physiques to the stress of city life. In spite of living in close contact
with nature, where they should be able to enjoy smokeless air, sunshine and produce
fresh from the soil, rural dwellers in many countrics suffer a higher morlal'ity rate
than townspeople ; they are subject to disease such as tuberculosis ax?d tyz?hqxd ; and
they have not learned to organise their planting and reaping, their building and
digging, so as to ensure to their children an adequate nutrition and healt'hfu‘l sur-
roundings. There is thus a common need in every country for an exan?xnahon of
the health problems of agricuitural communities and a search for practical reme-
dies. These remedies, if they are to bz cffective, must take account‘o[ the wh?]e
social economy of rural life—its economic resources and the way of life and habits
of country dwellers,

Growing ever wider in scope. The League's experience has been that a study
of health and welfare in rural communities grows ever wider in scope. Its .ﬁrst
approach to the problem was made at the European Conference on Rural Hygiene,
which met at Geneva in June and July 1931. That Coniex.-ence was followec.l by
the Inter-Governmenta! Conference of Far-Eastern Countr‘xes on Ru.ral Hygiene,
held at Bandoeng, Java. in August 1937. These two Cf)nieren.ces laid dqwn the
principles, methods and meuns of action of a policy for improving health in rural
districts. ‘The recommendations of the European 'Conference were unanimously
accepted by the delegates of the twenty-three nations represented there, and.at
Bandoeng the thirteen Far-Eastern countries represented adopted the scheme which
the meeting proposed. .

These recommendations have influencea the deve19pment of rural hyg.xene
policies in European and Far-Eastern countries. Meanwhile, the Heallh‘ Committee
of the League has continued its study of various factors of rural .well-l‘)emg, and, as
this study has gone on, it has become increasingly clea}" that cons.)xderatxons. of public
health and welfare call for a survey of the demograph\m, ecorilomxe and sot.‘fal fat.ttors
of rural living. The Assembly of the League rec9gmsgd this fact when it decided
to transform the second Conference on Rural Hygiene mtc? a Europe.an Conference
on Rural Life. This is the Conference which is to b'e held in Ge.neva in the autumn
of this year. Its Preparatory Commission is directmg preparation of document:.ary
material to be issued as a basis of discussion. It will be.drawn f'rom t_he studxe's.
not only of the Health Organisation, bui also the Economic and ijancxal Qrgam—
sation of the League, the International Labour Oﬂ“l.ce, the Inter’natmnal Institute of
Intellectual Co-operation and the International Institute of Agriculture.

Effort to Recognise differences. The object of the European C?nfex:ence on
Rural Life will be to describe the factors of rural living in different situations Stnd
circumstances and to suggest methods of dealing with typical problems.. Wide
variations will be found betwecn the different countries and even between.dxﬁerent
districts in the same country. The Conference will atlempt to recognise these
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differences and to lay down not an absolute formula for good health and well-being,

but an indic.ation of general lines of progress which national and local authorities
may follow in terms of their own requirements and experience.

From now until next October, the Preparatory Commission for the Conference
on l?ural Life will be issuing a series of documents designed to form a basis of dis-
cussion. A very useful one has just been issued : “ The General ‘Survey of Medico-
Social Policy in Rural Areas.” This document, which has been prepared under the
auspices of the Health Committee of the League, describes the part which medico-
sor:'ial Policy should play in a rational plan for the improvement of health and well-
being in country districts. The problem of organising curative medicine and the
task'of encouraging preventive measures, both with regard to individuals and to the
services forming the responsibility of the public authorities, are dealt with at some

length. The chapter on preventive medicine describes a model organisation of

central and district administration ; it deals with the important problem of maternity

and child welfare (agricultural countries, it is stated, generally have a higher infant

mortality) and with the prevention of discases which offer special problems to the
country doctor.

Improving Mental Fitness,
the prevention of disease, but
mental fitness—is dealt with

The basis of modern public health work—not merely
e%lso the improvement of the standard of physical and
in the chapters on nutrition, physical training and

. : ~-being r -
lic efiucatxon. Medical teaching itself is placing an increases if:;of:?:r?ci \\11‘:::1 P‘«::_
v.entlon rather than cure, and the gradual improvement in standards of commul:xity
living—the popular appeal of sports, widening interest i

hygiene and, in general, the broadening and enriching of social living—is creatin
a demand for the organisation of health in the countryside. resting

THE RESERVE BANK OF INDIA
(Agricultural Credit Department)

PARAGRAPHS 37 AND 38 OF THE STATUTORY REPORT

Principles on which Reserve Bank can make advances to co-operative banks.—
The Co-operative Banks like the commercial banks must stand on their own
legs and obtain their normal finance fiom deposits, and cannot expect the Reserve
Bank to supply it or to act as the apex bank of the movement. Sound co-operative
banks have in fact such a plethora of funds at present that they are forced to
invest large sums outside the movement. The Reserve Bank can come into the
picture only when the ordinary pool of commercial credit appears inadequate to
meet the reasonable business requirements of the country. In such conditions also
the Reserve Bank must follow the same basic principles in making advances to co-
operative banks as those for other forms of credit. The terms on which the Re-
serve Bank is authorised to lend to provincial co-operative banks are already laid
down in sub-sections (2) (b), 4(a), 4(¢) and 4(d) of section 17 of the Act. As,
however, their implications do not seem to be properiy understood in all quarters
it is necessary to explain here ihat the financial accommodation which the Re-
serve Bank is authorised to give covers the following cases:—

(a) Loans or advances against Govermment paper for ninety days to Pro-
vincial co-operative banks and central land mortgage banks declared to be pro-
vincial co-operative banks and through them to co-operative central banks and
primary land mortgage banks, sec. 17(4) (a).

(b) Similar loans and advances to provincial co-operative banks and central
land mortgage banks declared to be provincial co-operative banks and through
them to co-operative central banks and primary land mortgage banks against
approved debentures of recognised land mortgage banks, which are declared trustee
securities and which are readily marketable.

(c) Advances to provincial co-operative banks for ninety days against pro-
missory notes of central co-operative banks and drawn for financing seasonal agri-
cultural operations sec. 17 (4) (c) or rediscount of such promisory notes matur-
ing within nine months, Sec. 17 (2) (b).

(d) Loans and advances not exceeding ninety days to provincial co-operative
banks against promissory notes of approved co-operative marketing or ware-hous-
ing societies endorsed by provincial co-operative banks and drawn for the
marketing of crops—section 17 (4) (c) or rediscount of such promissory notes
maturing within nine months—section 17 (2) (b); or loans and advances on the
promissory notes of provincial co-operative banks supported by warehouse receipts
or pledge of goods against which a cash credit or overdraft has been granted by
the provincial co-operative bank to marketing or warehousing societies—section 17

4 @.

Conditions for grant of advances.—It may further be explained that the Re-
serve Bank though it will be prepared to deal with provincial co-operative banks
on the above lines must retain the discretion to judge for itself the advisability and
expediency of granting accommeodation according to the circumstances of the time,
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and cannot make lar,
on provincial banks which are approved for financ
cial statements in certain forms and submitting them periodically. It must also

have the right to inspect such banks Any accommodati i
4 : . tion gran
credit of the provincial co-operative bank and it wi franted will be on the

ial assistance maintaining finan-

prescribed by us from time to time to ensure

fluid resources. Above all it must be clearl
¥ understood that all
Bank can do is to help the provincial co at the Reserve

-operative bank to tid
shortage of funds and as the funds advar i s rporary

1ced must be repaid within the time limi

. t

allowec? bb.' the Act the co-operaive banks cannot make use of them for the pir::sle
of continuing finance. These conditions may scem stringent but as we have already

pointed out the Reserve Bank has to work within the limitations imposed on j
the essential conditions of sound central banking and expressed in its const?u::i oy
We propos.e from time to time to issue nstructions and circular letters indicati:n.
wha?: are In our opinion the criteria of sound banking which would justify ouf
making advances and also laying down the procedure for obtaining loans
:1(1 advances when these conditions are fulfilled. We shall
th\:ays . be glac'i to _give co-operative  banks  advice to  enable
m 0 organise  their business on sound  lines. A healthy

that they are maintaining sufficient

RESERVE BANK’S CIRCULAR DATED 1

4TH MAY 19 ALL
CO-OPERATIVE BANKS AND CEN l Fool OVINCIAL

TRAL LAND MORTGAGE BANKS

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

With a view to implementing the
Statutory Report to the Central Government under section 35(1) of the Rese
Bank of India Act, 1934, we are issuing  herewtih  the ﬁw‘:
of a series of cireular letters  laying  down the  procedur r:o
be followed and the conditions to be fulfilled by Co-o er ti
Banks desirous of obtaining financial accommodation from the gl(ee;e;:e
Bank. The Bank reserves the right of changing the conditions from time to ti ;
and may also call for additional information or impose such other conditions .
fnay consider necessary before granting advances or rediscounts For i t:: .
in the case of crop loans the Reserve Bank will have to watch ca;ref\zll mﬂ:e I:K'
of excessive financing of any one crop either generally or in any area. yWe s;al.l

be pleased to furnish you, if required. with further inf{ j
. . orme i i
any details of the procedure. nafion in explanation of

At present the various Provincial Co-operative Banks follow different me-
thods of drawing up their balance sheets. As we consider it desirable that the
balance sheets of Co-operative Banks should be prepared, as far as possible on
uniform lines, we attach herewith a form which in our opinion is sufficie ,

. . ntl -
Prehensive for all practical requirements. We shall be glad 1o have ;oo

your com-

ge permanent promises of advance. It will also have to insist -~

proposals contained in paras 37 and 38 of our
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_ments on it or any other suggestions you may have to make for its improvement.

After a consideration of the replies received from the Co-operative Banks we pro-
pose to suggest the adoption of a standard form if general agreement is obtained.
We propose that the form should be zdopted by the Co-operative Central Banks
also.

Procedure
and through them with eligible Co-operative Central Banks of the A and B classes.

1. The Reserve Bank will deal with approved Provincial Co-operative Banks

2. Provincial Co-operative Banks which desire to be classed as approved
should make an application to this effect to the Officer-in-charge, Agricultural
Credit Department, Reserve Bank of India, Bombay, through the Registrar of Co-
operative Societies. The application should be accompanied by copies of their
audited balance sheets, profit and loss accounts and annual reports for the last
three years as well as a copy of their byelaws. If it is desired to rediscount, or
obtain advances against, the promissory notes or bills of A and B class Central Co-
operative Banks, similar statements for such banks should also be enclosed. After
serutinising the financial statements ard making such further enquiries as may be
necessary the Reserve Bank will prepare a list of approved and eligible banks,
which will be revised from time to time.

3. In deciding the question of admission to the list, the Reserve Bank will
not be guided merely by the classification of the Bank according to the audit but
will consider whether its business is carried on generally on sound banking lines
and will in particular pay attention to the following matters.

(i) The mainienance of an adequate reserve and fluid resource invested
in liquid securities.

(ii Y A strict separation of short term loans repayable within a year and long
term loans, the proportion of the latter to the former not being unduly
high. )

(iii) The proportion of overdues and had debts to total loans and the provi-
sion for them.

(iv) A business-like distribution of the assets in cash, investments, short
term loans and long term advances.

(v) The rate of interest paid on deposits.
(vi) The dividends distributed.

4. Provincial Co-operative Banks admitted as approved banks will have to
agree to the following.

(i) Maintenance of a cash balance with the Bank, the amount of which shall
not, at the close of business on any day, be less than 21%4% of the de-
mand liabilities and 1¢¢ of the time liabilities of such bank in India

as shown in the special returns to be filed for the purpose.

Where the headquarters of a Provincial Co-operative Bank or that of a Land
Mortgage Bank are not situated at the place where the Reserve Bank has its
branches in the Banking Department free remittance transfer facilities will be
provided for the maintenance of this account.
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(The question of other remittance facilities to the Co-operative Movement is
being separately considered).

(ii) Preparation and submission of the balance sheet and annual report on
the lines laid down by the Reserve Bank.

(iii) Submission to the Reserve Bank of the Audit Note.
(iv) Submission of periodical statements prescribed by the Reserve Bank.

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

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

Manager of the local office of the Reserve Bank to the Officer-in-Charge of the
Agricultural Credit Department.

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

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

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

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

(iv) Loans and advances for periods not exceeding ninety days to Provincial
Co-operative Banks against promissory notes of approved Co-opera-
tive Marketing or Warehouse Societies endorsed by Provincial Co-
operative Banks and drawn for the marketing of crops—See. 17(4) (c)
or rediscount of such promissory notes maturing within nine months—
Sec. 17 (2) (b) ; or loans and advances for periods not exceeding 90 day:
on the promissory notes of Provincial Co-operative Banks secured by
warehouse warrants issued by corporations independent of the bor-
rower or on the security of promissory notes supported by document:
of title to goods which have been assigned or pledged as Security for
cash credits or overdrafts granted by the Provincial Co-operative Ban}
to approved marketing or warchouse societies—Sec. 17(4) (d).

(v) Besides making advances in the manner stated above the Bank will als
on occasions be prepared to make advances to Provincial Co-operativi
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Banks for a maximum period not exceeding ninety days against pro-
missory notes of Central Co-operative Banks endorsed by Provincial
Co-operative Banks and drawn for financing seasonal agricultural
operations or the marketing of crops—Sec. 17(4) (c¢); or rediscount of
such promissory notes maturing within nine months—Sec. 17(2) (b).
In this case the Bank would require more detailed information re-
garding the financial position of the Central Banks whose paper is
intended to be rediscounted and the working of the primary societies
financed by it. This inquiry will be made with a view to ascertaining
how far the loans and advances made by the Central Banks to the
primary societies are liquid or otherwise. For these loans the Bank
would obviously have to confine itself to the paper of First Class
Central Banks run on sound banking methods.

7. It will be seen that under the Act the Reserve Bank can deal only with
those promissory notes or bills which are drawn for the purpose of financing
seasonal agricultural operations or the marketing of crops and which have a fixed
maturity. It will therefore be necessary for the Central Co-operative Banks to
separate their loans made to societies for other purposes from those made for
financing seasonal agricultural operations and the marketing of crops. The Pro-
vincial Bank when it offers promizsory notes or bills of Central Banks for redis-
count or advances will have to satisfy itself and certify that the amounts have been
advanced for the purpose specified in the Reserve Bank Act.

8. In all cases of loans, advances or rediscounting the Provincial Bank will he
responsible for payment to the Reserve Bank on the due date and the amount will
be recovered by the Reserve Bank by debiting the account of the Provincial Co-
operative Banks. The Reserve Bank will turn over the bills to the discounting
bank on the due date and it will be the duty of such bank to effect collection.
In computing currency of the bill the bank will not take into consideration the
days of grace so as to enable the Provincial Bank to claim payment from the
makers on due date.

9. As regards Land Mortgage Banks, the Reserve Bank will deal with approv-
ed Central Land Mortgage Banks which arc declared to be Provincial Co-opera-
tive Banks under the Act on the following lines:—

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

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

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



4 d g d|d

payads aq 0} syasse Lrpung IIX

Sjuaunsnipe youeag ‘IX

(enuos 1ad) spqeArsday siig

»

‘54 s8I0 (9)

SH -epaidaq ssoy

uon amyumng (q)

‘s sostwalg (e)
PoIS prag X1

g d

dddd

(uonienyea pajednuayIne Iayjo 10 judw
~UJJAOK) j8) Suied jo uoljoejsnes ul

12A0 UdYe) FJasSE paxy Jayjo pue pue ‘IIIA

sy [MAqRop 3 peq Yarym jo (1)

sy aNpIaA0 yorym jo (1)
. sadueAape
v:annuo_coo_na._gooouumouﬂﬁﬁv

s3jueq i sjisodap pue sapLIN0ag

JUSUILISAOY) UO I[BAISIAI (salaquy (B) ‘IIA

swy10 (¥)
IdNpoIg “ (€)
sanInoas aon ¢ @)

sysodap pexy jsutedy (1)

: STenpurpur 0} SueoT ‘A

-

.. uonepinby] ur sarard0s W0y san(

o Inpqnop pue peg
3Npada0 yorym jo
syuegq
0w8._o§ puer] 0} sueo] wud} Juo (9)
: [niqrop pue peg
anpraso yaym jo
sjyueqg [elju3a) o) sueo] (q)
[nppqnop pue peg
anpasao yarym jo
SONAI00G AJrWIIg 0} sueo] (v)
$31191008 PIIERP
L:c: Suipnpoxa syueq afedijiol pue
sjueg [enua) ‘sa11aldog danerado-o)
0} S}JRIPISA0 pUE SHPIId Ysed ‘sueo}

! spuswsaau] pung Surjuig

(*I6MO] SI JI2AYDIYM dnJeA jayrew

10 9seyornd uo paje[nd[ed ag o})

o 'S0 32035 “If JOo Spuoq

IO SaINjuagdp ‘areys ur SjusUNSdAUl (g)
JAIISaAX

yym jo

: SNnjeA 9By SIAN

uﬁsuwmucwEEo\'oOEﬂ:oﬁnmgﬁAmv

Jo unodde uo are

sypueq pasoxdde yyrm syusodag (9)

- sjunodde
jueaImd uo sIdyueg je doueeqg (q)
- saypueag pue PO PESH e yse) ()

SLASSV

11

I

T

sy

.. samqen] juddunue)

'sy j99ys aouejeq jsef dduis jyoig 9N (q)

q

&

&

LR

I

gddd

é

& d o

~—-~- NO SV IFIHS HAINVIVE ‘GLT JNVE FALLVHIJO0-00 TIVIONIAOML —

pIemaoy 3ysnoaq saduefeqg (e)
:junodoe sso] pue jyoxd IX

SapjI[Iqel] I9Yj0 IO SILIpUNg

¥

sjuawgsnipes youerg -¥XI
d|qeded 1sou4aul  CIIIA
spuaplalp pawiepu IIA
(enjuod add) uondafod 10§ s(iigd 1A

(A1anods Jo ainjeu Iy}
aje[ndys) saunjuaqop £q pasiea [einde)d A
( Jo £Indos jsurede
'sy) syueg woly sueo] (2)
JUIWIUIIA0ON) WoI} SueoT (T)
‘S}1JBIPISAQ PUR SHPAI) yse) ‘sueoT Al

syisodap 1310 (A)
.. sysodap pung juaplaoig (Ar)

suopuf) pue syueg [enus) ()

senepog Areuwrid (Q)
- spenprapu] (e) paxig ()

suoru(] pue syueq [BQU) (9)
ot sanapog Arewyy (q)
e sjenpiatpuy (®) s3uraeg (1)
suoruf) pue sjueq [enus) ()
sanoog Areunid (q)
sfenprarpuy (e) juarmy (1)
:spsodaq  “Imx

('uaa1d aq o3 sasodund [eroads
JI0J Spunjy pue S3AIISAI JO SIE[
-nonaed) spunj pue saaxdsal 1ai0 (p)

1S9I9jUl SNPI3A0 JOJ 3AIISIY (I)
941353l 3G3p [njignop pue peqg (q)
S9AI3s?Yy Aromimg (e)

:SaAXeSIY I

(fende) pajreosu))

(aj01gooy e

ut umoys aq Lew jueq ayj Jo sI0}qIp
oy} Aq poqudsqns Sareys yorym Jjo)

areys Iad
'Sy je dn pred pue pa[eo junowry
o ** yoed 'Sy Jo sazeys

:Tende) paqusqng

‘* yoea 'Sy jo soreys
:[endep  pastoyiny

—irende) 1
SALLITEVIT



336 Tue INpIAN Co-OPERATIVE REVIEW

RESERVE BANK'S CIRCULAR DATED 12TH JUNE 1939 TO ALL PROVINCIAL.-

AND CENTRAL CO-OPERATIVE BANKS

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

In paragraph 38 of our Statutory Report under Section 55(1) of the Reserve
Bank Act we stated that we would issue from time to time circular letters indi-
cating what in our opinion were the criteria of sound banking which would justify
our making advances to co-operative banks and also laying down the procedure
for obtaining loans and advances from us when these conditions were fulfilled.
Accordingly the first circular letter was issued on the 14th May 1938 setting out
the procedure to be followed by co-operative banks for obtaining financial
accommodation from the Reserve Bank. In this circular which is the second of
its series an attempt has been made to clarify some of the issues raised in the
replies to our first circular and to indicate the manner in which co-operative banks
might organize their business on banking lines.

The general need for the re-organization of the co-operative movemeni on
banking lines has already been emphasized by us in paragraphs 21 and 24 of our
Statutory Report. As pointed out there it is only in so far as co-operative banks
follow sound business methods that they will be of real and permanent value to
the agriculturist. We recognize that the particular circumstances of a bank and
the environment in which it operates have to be taken into account. Nevertheless
we believe that general principles are of value inasmuch as they have stood the
test of experience and we feel certain that their observance with suitable modifi-
cation will greatly contribute to the progress of the co-operative movement.

It is sometimes alleged that the principles of co-operative banking are funda-
menatlly different from those of commercial banking. This is incorrect. In al
essential respects the nature of the business of co-operative banks is the same a
that of commercial banks. Both types of institutions accept deposits and ar
therefore responsible for investing their funds in such a way as to safeguard th
interest of their depositors. The same considerations of safety and liquidity i
the employment of funds are essential for the stability of both. The princip:
difference is that whereas commercial banks lend to trade and industry, co-opera
tive societies make advances mainly to agriculturists. The fact that the agricul
tural cycle is longer than the commercial and that the co-operative banks are n¢
primarily concerned with making profits for their shareholders does not make an
essential difference in the fundamental principles which both types of institutior
have to observe as banking concerns. As a matter of fact, the type of busine:
the co-operative banks are called upon to undertake makes it all the more nece:
sary for them to observe strict business principles.

In particular it is desirable that co-operative banks should distribute the
assets in the same manner as commercial banks. In this connection we mig
describe the practices followed by commercial banks in Great Britain and in Ind
in the employment of their funds. Commercial banks have to maintain the
assets in such a form that a large portion can always be readily realizable in ca
of necessity. For this purpose they keep the greater portion of their funds
the form of cash and other liquid assets such as balances with other banks, ¢
money, bills and gilt-edged securities. In Great Britain joint stock banks geners
ly keep an amount equal to about 10 per cent of their deposits in the form of ca
on hand and bal_ances with the Bank of England. In India the cash holdings of t
banks show large seasonal variations but as at 31st December 1937 the percenta
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. of cash and balances with banks to deposits of the Indian scheduled banks was

about 13 per cent. Apart from cash, the British banks invest about 5 to 6 per
cent of their deposits in call loans, about 15 per cent in bills (including treasury
bills) and 30 per cent in gilt-edged securities. The liquid assets of the British
banks thus approximate to 60 per cent of the deposit liabilities, the remainder
being invested in loans and advances which are usually made for periods not
exceeding 6 months. In the absence of well developed call loan and bill markets
in India the main classes of liquid assets of joint stock banks in this country are
cash, balances with other banks and government or trustee securities. The table
below shows the distribution of assets of the Indian scheduled banks and of the
British joint stock banks cxpressed as percentages to deposits.

Scheduled Banks - .
British Joint Stock
(excluding Exchange o B om’
Banks). :

(Percentage to total deposits)
31st December 1937. 31st December 1937.

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

separately— S5tob
Bills . 6 15
Investments .o 50 30
Advances .e 40 40

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

In considering how far the ratios obtaining among the British joint stock
banks should be followed by co-operative banks, due regard must be paid to the
structure of the co-operative movement and the peculiar features of the Indian
money market. In the first place certain types of liquid investments like call
money and bills, which are popular with the British banks, form a comparatively
small portion of the assets of even the larger commercial banks in India so that the
possibility of the co-operative banks acquiring such assets in any considerable
quantity is remote. The chief form of liquid assets open to the co-operative banks
is, therefore, cash, balances with other banks and investments in gilt-edged securi-
ties. Secondly, unlike the commercial banks the greater portion of the liabilities
of the co-operative banks generally comprise fixed deposits so that it is not neces-
sary for the latter to keep as large cash reserves as for the former. However,
apart from cash, the need for other liquid investments like gilt-edged securities
appears to be greater in the case of the co-operative banks inasmuch as their
advances and loans are for longer periods than those of the commercial banks
and their income depending as it does on agricultural conditions is more likely
to vary widely from year to year. Having regard to all these factors it appears
desirable that provincial and central co-operative banks should advance loans up
to about 50 to 55 per cent of their deposits and invest the remaining assets in cash
and gilt-edged securities. Cash and balances with banks may form about 10 per
cent of the deposits. At least 30 to U per cent of the deposits should be invested
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in government securities. The above ratio may be expressed in a tabular form
as follows:

Percentage to deposits.

Cash, cheques in the course of collection and balances
with other banks 10

Investments in Govt. securities and Treasury bills .. 30 to 40
Loans and advances . 50 to 55

These ratios are explained in more detail below.

Cash. The proportion of cash to deposit to be maintained by a bank depends
upon several factors such as the ratio of its demand deposit§ to time deposits and
the liquidity of the other assets held by it. In England the joint stock banks have
found the ratio of 10 per cent sufficient for all practical purposes because of their
other liquid assets and also because banking in that country is conducted by larger
units, However besides this 10 per cent held in the form of cash and balance
the Bank of England, the British banks maintain about 5 per cent of their deposit.
in the form of balances with other banks, and cheques in the course of collection
As most of the deposits of the co-operative societies are fixed term, we havt
recommended a slightly lower cash ratio for them. At the same time we have re-
commended a slightly higher ratio for holdings of gilt-edged investments becaust

the advances of co-operative banks are longer dated and more likely to becom
frozen,

al

Though for the purpose of indicating these ratios broadly we have put casl
and balances with other banks together, it is necessary to make it clear that it is
not desirable that balances with other banks should
Indian Companjes Act requires banking
actual cash balance of 5% of their demand and 1% of their
time liabilities and in bractice  bunks find it safer to keep an
even higher proportion in cash. It is  therefore necessary that
at least the proportion laid down in the Indian Companies.
in hard cash. In regard to balances with other banks it should be remembered

that their liquidity depends upon the liquidity of those banks and great care must
therefore be exercised in the selection of such banks.

be considered as cash. The
companies {0 maintain an

In this connection we would like to refer to our first circular regarding the
procedure to be followed for obtaining financial accommodation from us where we
stated that co-operative banks admitted to the approved list will have to agree to
maintain balances with us equal to 21% per cent of their demand liabilities and 1%
of their time liabilities. This condition has been misinterpreted in some quarters
as constituting a departure from the intentions of the framers of the Reserve Bank
Act. We would however observe that in asking co-operative banks to maintain
balances with us we are only trying to ensure that these banks maintain a suffi-
cient amount of cash in their portfolio such as is being maintained by bankers

all over the world. We consider the maintenance of an adequate cash reserve as
one of the criteria of soundness.

_ The percentage of cash we are asking for is much
less than that which the scheduled banks are required to keep or that which any
sound bank should maintain and

_ we believe that this should not cause any hardship
to banks which observe the usual percentages of cash against deposit liabiljties.

Act should be helg-,
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Investments. We have said above that investments of co-.operative banks in
gilt-edged securities should form at least 30 to 40 per cent of their total depos:ts: It
may be said however that in most cases t.n.ofussil central banlss may not'be in a
position to buy and sell government secunt1e§ locally. To obvxate' fuch difficulties
and at the same time to ensure investment in gOV.'erflment secur{tles at ﬂ}e best

ossible rates we suggest that in such cases the provincial co-operative bank in each
hrovi should buy and sell government securities on behalf of such central banks
2;(:1“1:; them in their custody earmarked for the account of the central banks
concerned. The central banks should be required to hold at least 25 per cent of
their fixed deposits, 30 per cent of their savings accounts .and 35% of their current
accounts in the form of government securities and' for this purpose to trarzsfer an
equivalent amount to the provincial bank which will buy government sec.urmes for
them. Those central banks which are not in a position‘tcf tra?sf(.ex: .Suﬂ‘tlment funds
immediately to the provincial bank in respect of their exxstmg habxhtxe's in the man-
ner suggested above should make them gradually and m'ake it a rule in future, t{xat
whenever any deposit is received, the necessary arr.xount is tra‘nsferred to t!'xe provin-
ial bank for investment. In this way the provincial bank will act as an investment
(:aelncy for the affiliated central banks. Such securities should be kept as.far as
pissible unencumbered, but in case of real emergency the ?entral' banks mxg%\t .be
mitted to borrow on the security of the investments deposited with the provu.1c1a1
l::;lk by means of bills drawn by the former on the 'latter ff)r tel.nporary perxodsl.
The provincial bank will thus have a portfolio of }?1Hs during .tlmes of se.a;onl:;x
stringency which bills the provincial bank can. at all Fxmes get redascou}:ted wit futue
Reserve Bank as the provincial bank can easily certify that all such a1111; a;-‘eS y
secured by government securities held for and on behalf' <.)f the cenkt;ll' an isn}-l
cerned. Such a practice will create a large supply of additional eligible paper whic
could be rediscounted with the Reserve Bank.

Loans. We have already said that comimercial banks do not. generally lerf)dnfor
periods longer than 6 months. We would also like the c?-operatlve bankts to. ﬁt 01::
a similar practice although in their case the normal period of relpay.me.n1 n:;gavom
nine months. The co-operative banks shoulc.i attempt as a gene.:ra prmtcip ereo Zvoid
long term business and where loans for periods longer than nine mon hs 1a :

care should be taken to ensure that the total amount of such loans does
necessal‘y’d the paid up capital and reserves. This means that the agriculturist mem-
ll!:::se’;:e:o-opeexitive societies will be able to obtain intermediate credit to‘ satisfy
their requirements for other than seasonal loans upto Qxe extent. of the f(f:aplfa}’ ag;d
of their own societies as well as the banks without seriously affecting e
r'ese.l’ves ition of the latter. At the same time it is necessary to see that the maxi-
::i::lddrirsl :ﬁ:: in practice become the minimum and th'fxt loans intended to be short
te.rm do not become long term by being allowed to remain overdue, and prompt mea-
sures should be taken to recover overdue debts.

In our first circular we suggested that long ter.m ?oans should .be sepatl‘(te'dAfronr
short term. To this suggestion the All-India Provincial Co-operative Banks dzstzo
ciation have replied that in most provinces no attempts have so far fbeen. rg:s - .
examine and separate short term and long term loans of members o socie s ane
that unless this is done no division of short ten‘n a.md long term finance is 1posi o2t
the apex bank. What we desire is that provincial banks shmfld st.ate ¢ eharri' —
much of their present outstanding loans against ceptral banks is stnctly.s ;)1 gl
and how much has become long term even though it may have been origxtr}xla. yact“lal
term. We believe that the banks can easily assess this with reference to their
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recoveries in the past. It would also be desirable to indicate short-term and long-
term loans separately in the balance sheet.

Overdue loans should be shown separately in the balance sheet as provided in
the skeleton form recommended by us to the provincial co-operative banks. At
present the various provinces follow different methods for the calculation of over-
dues with the result that the figures from the different provinces are not comparable.
In some provinces loans are issued by banks at call but the demand for repayment
are fixed at each harvest after taking into account the agricultural conditions pre-
vailing at the time and the balance remaining unpaid out of the demand is shown as
overdue. In others, loans are issued for fixed periods and the demands are fixed at
the time of issue. Sometimes loans in arrears are extended and such renewals are
not shown as overdues. On account of such differences the figures for overdues in
all the provinces do not convey the same meaning. We would therefore suggest that
all banks should advance loans for fixed periods and fix the demand at the time
of issuing such loans and calculate overdues on the basis of such demands. All
authorised extensions should be shown separately as such in the balance sheet.

It seems necessary here to refer to the practice of fictitious repayment which,
more than anything else, has been in the past responsible for concealing the real
condition of some of the co-operative banks not only from the outside public but
sometimes even from those in authority over the banks. It is not merely that the
outstanding loans are renewed and shown as fresh advances, in which at least the
authorities of the bank are aware of the real nature of the transaction, though even
in such cases it is desirable that the renewal should be definitely shown as such
and not as a new loan; what happens more often however is that the members of
societies secure a temporary advance from a moneylender for the purpose of mak-
ing repayments to the society or the bank which immediately or after an interval of
a few days relends an equal amount which is utilised for discharging the money-
lender’s debt. We are aware that the officers of the co-operative department and
the banks have made several efforts to stop this practice, but we are afraid that it is
still prevalent to a much larger extent than is generally realised. The consequences
of this practice are obvious; it gives the impression that the bank’s loans are liquid
when in fact they are definitely frozen and locked up; the bank is shown to be
lending every year to the societies for seasonal agricultural requirements while the
loans in reality represent the continuation of debts incurred in the past; no reat
attempt is made by the members to reduce their debts and the co-operative socie-
ties in effect carry on the moneylender’s traditions of providing a perpetual loan
till the member’s liabilities exceed his assets, and a deadlock is reached. It is clear
that unless this practice is stopped it is not possible to make a correct appraisal of
the assets of co-operative banks nor can the banks effectively improve the econo-
mic condition of their members. What makes it possible and sometimes even neces-
sary for members to play off one credit agency against the other in this manner is
the practice of some co-operative societies of insisting on the liquidation of the
entire debt at the end of the season even though it may be beyond the capacity
of the members to repay, and to advance immediately afierwards an equal amount
irrespective of the periods at which the income should accrue to the members or
those at which they need loans for the various agricultural operations. Where this
policy is followed it may be safely assumed that the repayments and fresh loans are
fictitious in the sense we have explained above and such banks would do well not
to be satisfied with the apparent liquidity of their funds to make enquiries regard-
ing the sources from which the money for repayments comes and the actual pur-
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.- pose for which the so-called fresh advances are utilised. Where it is found that

the actual state of things is as we have described above and that the loans repre-

, sent a continuation of indebtedness it would be best to recognise the fact and allow

them to be repaid in instalments, so that tl.ie.re.z may be some.tfhance of the ctiep:
being really liquidated. To avoid the pOSSlbl.lltY of suc'h ﬁ.ctmolus repayme:; :,e
future it is necessary that the practice of making recoveries ;1; ;e ump su:ln aL ons
time and advancing the whole amount soon afterwtards sh?ud ' stop}l:e , :ian
should be advanced in instalments as the money is required for eac <;pera oa;
Loans may even be given for con51‘1mptxon ;3urpos‘¢:st s:h on:h Iy
they are well within the yearly paying CaPaCI.tyd u'rhe eirime ud
also be given when they are actually .req.ulre . i o
ents should be so fixed as to c?mcxde. wi e  perio
;32?:: which income accrues to the membel:s. It is pz?rtlcularly necefss;lry that
where the members have different sources of income_at dl!’fef;"e(n(t1 t;mtees o th: ye::,
recoveries should be made at those times and n_ot on one fixed ::1 in he y?t a_
that the loans are in reality seasonal it would be desirable to m e i
To ensu!t'e“ asonal” advances for each particular crop must be reduced to nil for
rule tl'u} iethe ear during which such credit is obviously not necessary. Such a
:yls)toe::o:rifl stop }i’ictitious repayments and also ensure that members clear off their
liabilities from their income.

In this connection we might also mention the necessity of ao bank k;:oe::ng :]::
exact extent of its bad and doubtful debts: u;nks rha -
iri into the financial practices of co-operative b c ve . re
vealed tl;:at only a few banks possess full and reha‘t‘)le 1.nfor-
Veal.Ed h bject. Where such information is not available, it is desirable
mat“'m Ondi:t: sst‘;p; s!';ould be taken to collect it. Audit is hardly worth the name
uthnalte;ntr}r:: auditor investigates and points out the amount of bad am'i ‘dou:)tlf.ualud::(t;
The directors of banks should revti)e:; ﬂle;sedﬁgl:)rt;sd ax:lci ;:sak:n Ze;;ro;:::;t ocondiﬁc'ns

aking the bad and dou pre tior
g}?:\txid b(ie::;il:tyedsptz fornngl at least 75% o.f tt:xe del:lts ;:Zrﬁc:r:ts:r(:;h::s :lna;iser llequthx;
i due from D class societies an X .
::Siot?r’:oz;)xfa;z‘;ihows such debts at f" lower figure, ithwslt‘xild be t:ikzrultlo r::ec:‘;:
them without careful and thorough enquiry. Each bank sho crea

r against bad debts and a 50 per cent reserve against doubtful debts. These re-

i Bad debts which
distinct from general reserve fund. L .
oy sbizaoulxpecd btec:(etl;t be recovered even when agricultural conditions improve
:han:l‘:it be \:ritten off from reserves built up for this purpose and where necessary
0

from the general reserve.

i inci -operative Banks Association have asked us what pro-

ortiT::; :il;l:ilsaul;’r%\:g c::dc(;o:lf;ul loans to .total loans, we consider as ;‘Safe.’f We

gelieve it is undesirable to lay down any partlcular.proportxon.because t esebeom'l;
f 1 are obviously to be guarded against at all times. It might however be sai

that the total of overdue, bad and doubtful debts should form a very small propor-

g::f (t,lfl ethe total and a st;te of affairs where they exceed the reserve fund should be

regarded as serious.

i ther commercial or co-operative requires an

Owned capital. Every bank whe ; . an

dequate ca i:;] if it is to win the confidence of its depositors. Adequate caplfa

f‘ e?‘zn is sex::ured in the case of commercial banks in various ways e.g.. by provid-

i:: ;or a minimum fixed capital or by prescribing a maximum proportion between
18
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capital funds and liabilities. The Indian Companies Amendment Act has prescrib~
ed a minimum capital of Rs. 50,000 for banking companies incorporated after the
15th January 1937. As regards co-operative societies it is obviously not possible

to prescribe any minimum capital and we therefore recommend that they shOUld,’fA

observe certain proportions between owned and borrowed funds. The proportio
between the paid up capital and reserve to deposits in the case of British joint
stock banks is 1 to 16 whereas in the case of Indian scheduled banks it is 1 to 8.
We recommend that the deposit liabilities of co-operative banks as suggested by the
Maclagan Committee should not ordinarily exceed 8-10 times the paid up share
capital and reserve. We find that the proportion of owned to borrowed funds in
most of the provincial co-operative banks is higher than this though this does not
hold good for all co-operative banks. The practice of capitalising interest and
allocating it to reserve and other funds obtaining in some banks leads to undue
inflation of owned funds and makes it difficult to gauge the real position. While
recommending the above ratio we presume that overdue interest is not capitalised.
At present the various provinces follow different methods with regard to unrealized
interest. This item may preferably be split up into the following heads namely (i)
interest recoverable from D class societies (il) interest recoverable from societies
under liquidation (iii) interest recoverable on other bad and doubtful debts and
(iv) other interest recoverable. The last item may be futher sub-divided into (a)

interest earned on accounts on which no interest is overdue and (b) interest on

accounts on which interest is already overdue. None of the above items except

item (iv) (a) should be taken to the profit and loss account and even the appropria-
tion of this item should be deferred until the amount is actually recovered. Interest
recoverable under (i), (ii), (iii) and (iv) (b) may be credited to a suspense interest
account until it is recovered. It may here be pointed out that our suggestion re-
garding the disposal of unrealized interest is generally in keeping with the resolu-
tion passed by the last Registrars’ Conference on the point, the difference being
that we suggest that the interest recoverable from D class societies and on bad and

doubtful debts, even if it is not overdue, should not be taken to the profit and loss
account.

Reserve Fund. The provision for a substantial capital or a maximum propor.
tion between capital and deposits by itself is not sufficient to ensure safety to the:
depositors of a bank. In many foreign countrics commercial banks are required
by law to build up reserves out of undistributed profits. Under Section 33 of the
Co-operative Societies Act, co-operative societies are also required to transfer at
least onefourth of their net profit to the reserve fund. But besides the published
reserves joint stock banks as in Great Britain generally have large hidden reserves.
The co-operative banks also might emulate their example by writing down gradu-
ally the value of their premiscs and fixtures to a nominal sum and to show their
investments at cost or market value whichever is less. The effect of the last depres-
sion on the co-operative movement and the manner in which banks with large
reserves were able to weather the storm chows clearly that the reserve fund cannot
be built up too quickly or rcach too high a total. Another reason why co-opera-
tive banks should build up large veserves is that owing to the restriction on divid-
ends and voting power, there is little incentive for members of co-operative socie-
ties to buy a large number of shares and hence the share capital usually remainz
low. We are therefore of opinion that all co-operative societies should carry at
least 1/3rd of their net profits annually to the reserve fund until it equals the paid
up capital, and thereafter at least 1/4th of the net profits. In this connection we

- movement.
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would observe that non-scheduled banks are required under the Comp?nigs Act to
transfer at least 20 per cent of their net profits to the reserve fund till it equals
the paid up capital. As regards scheduled banks, although they are undex; no legal
obligation to build up reserve funds, many of them have large reserves ?vhxch some-
times exceed the paid up capital, The spread be.tween t.he borrowing and ‘the
lending rates of co-operative banks should be sufficiently wide to speed the buxld;
ing up of reserves on the lines indicated above. MQreover the reserve fund shoul

always be constituted out of realised profits and 1r.1vested 'ou't51de the movement
in any of the modes prescribed by the Co-ope}’atxve Societies Act. ‘It may lie
pointed out in this connection that investments in first mortgages of. immoveable
roperty, even though they fall within this category, are not usually desirable for co-
p ive banks. There is a danger of the line of demarcation between loans and
f)peratwe ts b m Jost sight of and of loans being made to individuals against
fnveStmens : e?-t without proper scrutiny of their paying capacity, under the
movabl'e pr:ﬁmeni’s Such investments have alinost invariably turned out to be
i oinl:vie: many' cases bad and co-operative banks should avoid the risk of
{:Z:z:g up or losing their funds in this manner.

In our previous circular letter we stated that in rediscounting Paper of A:l ::3

B class central banks through the pro}vinci)al bhanks we w?‘?l(lid::(eozn;oiviggs‘xd ra-

ivi Said.  Although the maximu ¥ 2

o l;?;efi ;i iﬁz:liezzgtspcidbyeji;ws Zf the banks concerned the Reserve I?:an}c

ge'nerauy iak y'mto account whether a part of the net profits in the manner indi-

B e hae been transferred to the reserve fund before such divider'lds are
Zatelg a;) '::d wlslether the dividends are declared out of profits actually realized.

eclare:

other banking principles and practices may be introduced thh.a v1tehw
Man?’ the co-operative movement on banking lines. At the presx.ent time he
. Ofganfse et revalent in the co-operative movement are in a chaotic s}ate with
eSO et o banks have unknowingly been living on their capital. The
the resut ‘e, 'ion::es of the central banks should be linked with t'he loan and
o 'fmd depo:lth; rovincial bank which in turn should be linked with the Ba:rﬂc
deposit rates 0 . be an organic structure of rates throughout the co-opera.tlve
Rate so that thers P07 tive bank should not as a rule accept deposits for periods
> co-ozfr:\;o at the most, as long term deposits mal?e it 'diﬁ"lcult for a
onger than'a Ve terest rates in accordance with the fluctuations in the money
bank to adusy 7S “\:rce of great embarrassment in times of falling rates. Rates o'f
market and e adSO osits should not be higher than the Bank Rate. Althqug:'h it
interest Paic On'blepto achieve the latter object all at once it should be possible by
may ot be pOSSlt; high rates obtaining at present. Current accounts may .be
stages w0 e do not exist, in order to bring down the cost of obt‘.amm-g
immd‘tl.:e: ;."lt]liirse :l}:z:ld be done only if the principles mentioned earlier in this
deposi u S

letter are observed.

i i 25 of the Statutory Report ‘sound banking

Finally 25 B pn(:umc:}ifogz:nl}?inpga:-ilcs as of good bankers’, it is therefore esser-l-

is the result 1ot 1 co-operative banks should employ an efficient and well pfud
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As stated at the outset this circular has been written with a view to explainins\\

in what manner co-operative banks may conform to banking principles and prac-
tices, It does not therefore refer to the important question of the relations between
the banks and primary societies. It should not however be assumed that because
we have laid so much emphasis on the necessity of observing sound banking canons~
we are unmindful of the banks’ duties towards the primary societies. On the con-
trary, as we have explained in our bulletins, we consider that co-operative banks
exist in order to be of service to the primary co-operative societies and that their
success will depend upon their usefulness in this respect. Their relations with the
societies should not be merely those of a financier but of a friendly counsellor and

they should look after all the needs of the societies to a much greater degree than is
usually done at present.

There are many other points on which the co-operative banks may need guid-
ance, but we do not wish to make this circular too long. We shall however be very
glad to give advice on any point relating to co-operation or banking referred to us
by co-operative banks.

HEALTH SOCIETIES FOR VILLAGES

MADRAS GOVERNMENT'S DRAFT SCHEME

The following is the draft of the scheme published by the Government of
Madras for running health co-operative socicties in villages :—

It is said “Health is Wealth.” This is certainly true. Good health enables the
villager to devote more time to his agricultural operations so as to increase produc-
tion and augment his income. Bad health does the reverse. If a ryot and his people
at home are in good health, they will be happy, they will also manage their agri-
cultural operations more efficiently and this will result in economic gain. Conse-
quently in so far as the health of the agricultural population tends to increase the
efficiency of labour, all activities directed towards keeping up the efficiency of labour
will constitute economic activities and will come under the scope of the Co-opera-
tive Societies Act.

People’'s Responsibility. Generally. no qualified doctor thinks of setting up
practice in a village, with the result that the villagers have to depend on quaks for
treatment of diseases. Sanitation and hygiene are generally poor in villages and
when epidemics come, the misery and squalor in villages are appalling. In 40,000
villages in the Presidency, there are no village panchayats and the people in these
villages have to suffer for want of proper medical aid. It is no doubt the duty of
the State and the local bodies to provide facilities for medical help, but it is not
possible for them to do so in all the villages. So the people themselves should come
to the aid of the State. They should not look to the State to do everything for
them. They should be ready to bear a portion of the burden themselves. More-
over, schemes run by the State cannot continue unless the people themselves asso-
ciate themselves in their work. Generally they continue to function until the Gov-
ernment finances them but when the finance is withdrawn, they collapse and Gov-
ernment cannot be financing them for ever. It is necessary, therefore, that the people
should shoulder the work and finances of rural medical aid to some extent. The
best agency for it is, therefore, a Health Co-operative Society.

Objects of Health Societies. Like all co-operative societies, the health societies
are associations of persons, directly interested in the undertaking and sharing in its
management with equal rights and obligations. Their by-laws, laying down the
duties and responsibilities of the managing committee, General body, etc., are similar
to those of other co-operative societies. The main objecis of these societies are :—

1. The organisation of a medical establishment with a qualified medical officer,
compounder, and dispensary ; each member paying an annual subscription in cash
or in kind of equivalent value towards the expenses ;

2. To carry out sanitation and preventive work with the help of organised
squads of the young men of the village—such as the filling up of stagnant pools,
laying down approach roads, sinking of tube wells, providing bored hole latrines,
etc.

The funds required to run such societies will be derived from annual subscrip-
tions from members, grants from Government and District Boards, contributions
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from out of the Common Good Funds of Central Banks and Societies and fees
collected from members for doctor’s visit to houses.

It is proposed to start eight societies in the Presidency, as an experimental
measure, four in the North and four in the South, in the Districts of East and
West Godavari, Trichinopoly, Tanjore and Ramnad. One society will be formed
for a group of villages ; a tentative list showing the places where it is proposed to
start health societies is enclosed. Each of the groups chosen comprises about 1,000
to 2,000 families and it may reasonably be expected that at least 500 persons
representing 500 families will join the society. Each member will have to pay an
annual subscription of Re. 1-8-0 (0-2-0 per month) payable in cash or in kind
or in labour. The subscriptions may be increased after societies have functioned
for some time. Members will be given medicine at cost prices. Members will
receive medical advice at the dispensary free of charge. They should however,
pay a small fee, say, annas four (0-4-G) per call for the services of the doctor at
houses. The income from this source will be credited to the funds of the society.

Question of Finance. The approximatc cost—capital and recurring—of a
health co-operative society will be as follows:—

Capital expenditure. 1. Cost of the dispensary building, Rs. 250; 2. Cost of
quarters for the Doctor and compounder, Rs. 400; 3. Furniture, Rs. 60; 4. One

Cycle, Rs. 40; 5. Office equipment, Rs. 50 ; 6. Initial stock of medicine and sur-
gical instruments, Rs. 200 ; Total Rs. 1,000,

Recurring expenditure. 1. Doclor's salary at Rs. 50 per month, Rs. 600; 2.
Compounder’s salary at Rs. 15 per month, Rs. 180; 3. Servant and sweeper at
Rs. 5 per month, Rs. 60; 4. Contingencies at Rs. 5 per month, Rs. 60 ; Total Rs. 900.

Income. 1. Annual subscription (at 2 annas per month), Rs. 750; 2. Income
from call fees, injection fees, etc. the average per month being taken to be 15 calls
and 15 injections (15 x 4 as. plus 15 x 8 as.), Rs. 150 ; Total Rs. 900.

It may be cbserved from the above statement that the initial capital expendi-
ture comes to about Rs. 1,000 and unless this sum is found, it is not possible to
start a health society. The help of an outside agency, (Government or District

Board or co-operative banks which can contribute from out of the Common Good..

Fund) is necessary to meet these non-recurring items as the society should nogt
be left to depend for financial help on private benefactions alone. The Madras
Provincial Co-operative Bank, several central banks, urban banks and co-operative
societies have large amounts to the credit of their Common Good Fund and they
may be induced to contribute substantial sums to meet the capital expenditure.
If, however, the response from the co-operative institutions is not adequate, the
help of Government or District Board may be nccessary. Out of 15 lakhs allotted
to the Madras Government 1225 lakhs have been given to Collectors for rural
reconstruction and a sum of Rs. 2.75 lakhs is available with the Local Government
as a Reserve (G. O. No. 1352 Development, dated 26th May 1938). Rural sanitation
is one of the purposes for which the Government of India grant for rural develop-
ment might be spent and as this is thc primary object of health societies, they are
eligible for subsidies out of rural grant. In the early stages the income of the
society may not be sufficient to meet the recurring expenditure and in such cases
the local bodies which are spending large sums for running subsidised rural dis-
pensaries, may come forward to meet the deficit, if any. Health societies are
institutions run by the people for the benefit of the people and the cost is evenly
distributed among the actual beneficiaries. There is vast scope for the successful
working of such societies.

o
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Formation of Unions. After a number of societies are started in an area, a
central organisation called a * Health Union” will be necessary to co-ordinate the
activities of health societies. Every such union will maintain a better qualified
medical officer, one Sub-Assistant Surgeon for relieving the doctors in different
centres in case of absence on leave, a small hospital with a nurse; a clinic with
a laboratory technician, one clerk for keeping accounts and if possible, one orga-
niser and propaganda officer. Its main functions will include: 1. Co-ordination
of the activities of health co-operatives; 2. Purchasing of drugs and materials
required for dispensaries in bulk at the cheapest price; and 3. Promotion of new
societies.

The income of such a Health Union will be derived from out of contributions
made by Health Co-operatives affiliated to it and subsidies from Government,
Local Bodies and others. The budget of a Health Union will be roughly as
follows :—

Expenditure:—1. Chief Medical Officer 100 x 12 Rs. 1,200; 2. One Sub-As-
sistant Surgeon at Rs. 50, Rs. 600; 2. Office (club, etc), Rs. 200; 4. Clinical
Laboratory Rs. 200; 5. Hospital, Rs. 400; 6. Travelling allowance, Rs. 200 ; Total
Rs. 2,800.

Income: —1. Contribution from 12 Health Co-operatives at Rs. 150, Rs. 1,800;
2. Income from Clinical Laboratory, Rs. 200; 3. Subsidies from Government,
Local bodies and others, Rs. 800; Total Rs. 2,800.

As stated above, the question of starting a health union will arise only after
a number of primary societies begin to function in an area. There may not be the
need to start Health Unions largely. as there are Local Board dispensaries at
almost all Taluk Headquarters.

SCHEME FOR THE MARKETING OF AGRICULTURAL PRODUCE
IN THE UNITED PROVINCES

1. ORGANISATION

The organisation will be as follows: —(a) Better farming and sale societies with
limited liability for multiple purposes in villages; (b) A seed store at the head-
quarter of the supervisor: and (c¢) A Union or Board at a central marketing place.

(a) Better Farming and Sale Socicty. The object of such a society will be:—
(i) To make cash advances to members against their crops and produce upto a
fraction of the estimated value of the crops and produce, for cultivation expenses
and in special circumstances, for rent and maintenance; (ii) To advance grain for
seed or consumption purposes in the months when they borrow from the village
bania; (iii) To arrange for the purchase or hire of agricultural implements, machines
and supply of manure, seed and other requirements; and (iv) To organize better
living societies.

(i) Supervision—The supervisor will control 10 to 20 societies according to the
quantity of produce handled by him. It is expected that he will handle about five
thousand maunds initially and the total quantity of the agricultural produce which
he will handle eventually may be put at fifty thousand maunds. During the har-
vest time he will be paying visits to villages to get the produce properly cleaned,
graded, bagged and stored (if necessary) in the presence of the growers. The vil-
lage functionaries will be paid according to the local practices either by the selling
member or the purchasing Union or Board as may be arranged.
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(ii) System of purchase— The produce will be purchased out-right at the-
village rate. The system to be followed will be the “Pucca Arhat” system. As

things stand at present the growers can hardly be expected to wait for the price till
the produce is finally sold.

(ili) Sale.—The scheme of marketing the produce on commission basis (Kuch-
cha Arhat) does not seem to have good prospects of success, at least for the present.
The risk of fall in prices before the final sale will have to be taken by the Union
or the Board. The Union or the Board will not indulge in speculation. It will

arrange for the sale as soon as it can do so advantageously howsoever small the
profit may be.

(iv) Transportation and storing.—As soon as the processing of grain in the
village is finished, the supervisor will arrange on behalf of the Union or the Board
for the transport of the produce to the closest Mandi and stock it in the Arhatia’s
godown or at a central place whichever is feasible. In case the above agency is not
available at the centre the produce will be stored in the village till a market is
found and necessary rent of godown will he paid from profits.

(v) Levy—A village society may charge frem its members a certain percent-

age on sale which should be less than the market dues ordinarily paid by the sellers
in the Mandis.

(vi) Subsidy—To encourage co-operative sale the growers will be given a

small subsidy by the financing agency which may be counted as charges for the
collection of dues.

(b) Sced Store. The seed store will stock secd required by the growers and
will make purchases as far as possible from the village organisation. It may also
stock good grains for consumption and lend them on the sawai system to the mem-
bers when required. The agricultural implements and manures may also be kept in
stock for the benefit of the members. The sced store will be a separate registered
body and will recruit shareholders from the group of villages controlled by one
supervisor. The supervisor incharge of the circle will supervise and control the

seed store and may be assisted by a field man or a kamdar. The accounts of the
seed store will be kept by him.

(c) Better Farming and Sale Union. This Union will be organised to pusi
systematically the programme of better farming in villages and arrange for the salg

. . 13 . M o
of the produce for various circles. It will employ a business manager having ex-

perience of grain marketing. He will closely watch the markets and advise the
management to sell the produce at the proper time. He will not be solely guided
by the Arhatias at different centres but will independently study the markets so that
maximum prices may be obtained for the produce stocked by the Union. The Union
will further consolidate other requirements of seeds, manures and implements and
arrange for the stock being kept in the Sced Store which will be affiliated to the
Union. The Union will serve as a collecting agency for the funds given by the
financing agency. As given above the financing agency will give a certain subsidy
to encourage the growers to deal with the co-operative organisation. The Union
may have a storing centre in the ncarest Mandi or in a central place. It will be

for the Union to decide whether to have one reliable selling agent for all the storing
centres or different Arhatias for various groups,

2. COST OF MANAGEMENT FOR ONE CIRCLE

The cost for each circle to be met by the sellers, purchasers, the fin

ancing
agency and the Government grant will be as below: —
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On every 10 to 20 societies according to circumstances there will be:—
Rs. A. P.
(a) One supervisor at (Pay 25 travelling allowance Rs. 12 contin-
gencies Re. 1, Porter’s pay Rs. 7) 45 by 12 . 540 0 0
(b) During the purchasing season an extra man may be needed
for bagging, despatching and other purposes. It is suggested
that one of the members may be employed temporarily o:
paid an honorarium according to the quantity of commodity
handled. He may work as a member kamdar and may also
help. in seed distribution. He may cost about Rs. 25 to Rs. 30
for the season
(c) An Assistant to supervisor, if needed, may be given on Rs. 15
per mensem ) L
(d) Subsidy in the form of higher rate to be given by village
organisations may be made by the central banks at the rate
of 2 to 3 per cent as collection charges for the amount so
realised. .
(e) Other incidental expenses may be met from the levy charge
from the members for the purpose of marketing and also
from the profit of the societies if the rates of purchases are
fixed lower than the selling rate according to the local cir-
cumstances ) .
(f) On every 100 societies there will be a Marketing Inspecto
who will act as secretary of the Union or the Board. He may
be assisted, if necessary, by the Manager of the Union who
may get a salary with a share in profit. Such an Inspector
must be selected from among persons having experience of
trade. He may be paid at Rs. 80 a month. The cost will be
as follows:
Pay Rs. 80 pm. ..Rs. 963(‘))0
T. A. Rs. 25 p. m. ..Rs. ..
Peon’s pay Rs. 10-8-0 Rs. 126 .. 138 0 O

180 0 0

2106 0 O

3. GUARANTEE -_—

Government may guaraniee losses in the first five years to the extent of 2% of

urchase value. In the meantime the Board will gradu.ally build up a fund from its
tkings to insure against losses due to fluctuation in prices.

4. SUMMARY OF EXPENSES PER CIRCLE

Rs. a.p.
(i) 5 supervisors on 100 societies .. 270 0 O
(Pay Rs. 25, Travelling Allowance Rs. 12, contingencies
Re. 1, Porter’s pay Rs. 7) equal Rs. 45 by 12 by 5
equal 2,700.
(ii) One assistant to each supervisor— (Pay Rs. 15 pm.)
Rs. 15 by 12 by 5 equal Rs. 900 .. 900 0 0
(iii) One Inspector at Rs. 80 p.m. as pay .. 90 0 O
(iv) T.A. to Inspector at Rs. 25 p.m. .. 300 0 O
(v) One peon to the Inspector at Rs. 10-8-0 p.m. .. 126 0 O
(vi) Guarantee to cover loss at 2% .. 3000 0 O

Total .. 7,986 0 0
19
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Subsidy in the ordinary course if the rate of wheat is Rs. 3 a maund will be~
about 2% which will be met by the bank as collection charges.

Under the present scheme the societies will be multi-purposes societies doing
credit work in addition to non-credit activities. Those of existing credit societies,
therefore, which are in a position to give effect to the present scheme, will be con-.
verted into multi-purposes societies, where credit will be linked up with marketing
and sale. This will, however, not be possible in each and every case to start with.
While our final aim will be to link up credit with non-credit activities all over the
province, in the beginning there will remain a considerable number of societies which
will be doing only credit work and similarly quite a number of those which will be
doing marketing work alone.

Government have given a grant of Rs. 25,000 for marketing this year. Six months
of the year are practically over now. If the marketing is taken up and staff is en-
gaged from the 15th September next, it will be possible to extend the scheme to at
least 8 centres within the limit of this year’s grant.

FIVE-YEAR SCHEME OF DEVELOPMENT IN UNITED PROVINCES

Under the Rural Development scheme the United Provinces Government is start-
ing Village Uplift work in about a thousand centres this year. The Rural Develop-
ment movement is intended to be the precursor of the co-operative organisation in
a village. If that is to be, beginning should now be made with the co-operative work
in some of the Rural Development centres, preferably those where seed stores are
being organised. It is proposed to take in hand credit, marketing and village uplift

work in such centres through co-operative organisation. In broad outlines the scheme
will be as follows : —

One co-operative organiser will be posted to each unit preferably a Rural Deve-
lopment Unit where we are having a seed store. The Organiser will organise better
farming and sale societies with limited liability for multiple purposes in each of the
villages of the unit. These primary societies will undertake better living activities,
make advances to members in cash or kind against crop, arrange for the supply of
improved implements, ete.

A seed store at the headquarters of the unit and a union for sale at a cenh:f
marketing place will be organised. The seed store will arrange for the supply of thg
seed, implements, etc., while the sale union will arrange for the marketing of the
produce.

The scheme in its execution can be divided up into two parts: (i) A five-year
programme of expansion through 1000 Rural Development centres consisting of 35
villages each. (ii) The recruitment and supply of the organisation staff for the
scheme. It is proposed to start with 200 organisers and add 200 per year for 5 years
to come. Fresh recruitment will then cease. Each of these batches of 200 workers
should be able to organise 7000 villages in the course of five years in the following
manner : —

In the first year inspite of some spade work done by the Rural Development
organisers, the pace will be slow and the co-operative organiser will not be able to
organise more than 15 villages. The total number of villages tackled in the first year
will, therefore, be 3,000. In the second, third, fourth and fifth years the same batch
will be able to take one thousand more villages per year that is an addition of 4000
villages in all. Thus each organiser will be able to organise 35 societies in 5 years
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” or the batch recruited in any one particular year will organise 7000 villages in 5 years

during which the Government contributed towards their costs. Thus the batches

. recruited in 5 years will be able to take in hand all the present 1,000 Rural Develop-

ment centres and carry the message of co-operation to 35,000 villages, i.e., to one
third of the total number of villages in the province.

It may be mentioned that the work of the co-opex:ative organ'iser will be of a
very responsible nature. He will be dealing not only with the monies of th? ﬁnarfc-
ing agencies but also with the produce of the member'.s. He will b'? dealing wx?h
goods worth thousands of rupees every year. The position t}}at he will occupy will
be of great trust and responsibility and the success of the entire scheme will depend
on the right choice of these men. It will further be necessary to -have the emoluments
of the post sufficient not only to attract honest men b'ut suﬁ‘u':xent to allow men to
reasonably live under conditions that will foster integrity. It is, therefor?, proposed
that these organisers should be paid on the same scale as are the supervisors of the
credit societies. Their emoluments should in no case be less.

It is further proposed that in the first two years the. Govern}'n.ent should bear the
whole cost of organisation as new societies cannot be in a 'posmon to bear the ex-
penses on the organising and supervising staff. In the thxr'd and fourth year t.he
Government should bear only half the cost, the other }.wlf being borne by the socie-
ties or the bank. In the fifth year the Government will pay only % of the cost and
the rest will be borne by the movement itself. It is expe‘cted that after ‘the fifth year
the business activities of the societies will be sufficient in volume to yield a margin
of profit to enable the societies to become self-supporting as' far as org‘amse'rs :;e
concerned. On the above basis the cost to Gf)vernment will be as given in the
subjoined statement. Besides the cost of organisers the G.ro.vernment v&.nll also.h:?ve
to maintain a staff of inspectors and auditors for the supervision and aud}t of socxetlegi
It is expected that with the area of working being mac.ie compaf:t .an inspector w.
be able to supervise 250 societies and an auditor to audit 150 societies per year.

The scale of pay proposed for the inspectors under this scheme is the Fame as
the scale prevalent for the credit work in the department. Mat has b,een said about
the work of the organisers applies with greater force to the inspector’s case. These

N:spec“’“ will be occupying the key position in the whole organisation. On their

pervision and interest will depend the efficiency of the scheme, and unless we are
able to secure the right type for the job, the scheme will have no future.

Financing institutions have been very reluctant to advance loans to non-credit
societies mainly for the fear that the money may no? be recovel.‘ed and be lost on
account of market fluctuations and other losses. Agncultural prxcgs partlcularly.v of
wheat and oil seeds are subject to uncertain fluctuations. In exceptxf)nal years prices
at the harvest time have been higher than tl:xe prices later on. This unctertamty m
the periodicity of the fluctuation is the principal cause of the above mentioned atti-
tude of the banks of these provinces.

The chances of a net loss are no doubt meagre yet they exist. In order to give
more courage to the financing agencies, it is necessary that GOVemm«'::nt should come
forward with a guarantee against losses which may be calculated, if necessar.y, on
the working of three years. 1 (The Registrar) propose a gua.rantee t? the maximum
of Rs. 500 or 0-8-0 per maund of the produce handled, whichever is less to every
marketing unit, ie., an organiser’s circle.
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Scheme for the development of co-operative societies in Rural Development areas”
through 200 supervisors recruited every year for § years.

Cost to
v Total No. Paid by Government Total No. of

ear. of G villages
Supervisors. overnment. at 550. per tackled.

Organiser,

Rs.

1st 200 200 1,10,000 3,000
2nd 400 400 2,20,000 7,000
3rd 600 500 2,75,000 12,000
4th 800 600 3,30,000 18,000
5th 1000 650 3,57,500 25,000
6th 1000 450 2,471,500 29,000
7th 1000 250 1,37,500 32,000
8th 1000 150 82,500 34,000
9th 1000 S50 21,500 35,000
10th 1000 . .. 35,000

Copy of the G. O. No. 7907-C(XIIB-i35, dated Lucknow, October 31, 1938 from
P. M. Kharegat Esqr. CLE., 1.C.S,, Secretary to Government, United Provinces to
the Registrar Co-operative Societics U. P.

With reference to your un-official note No. 2051, dated August 25th|26th 1938,
with which you forwarded a scheme for special marketing societies, I am directed
to say that multiple purpose societies should be started in rural development units
and that one Co-operative Supervisor should be appointed for each selected Rural
Development unit where there is a seed store. The Supervisor should organise
these societies in as many of the villages of the unit as possible. They should un-
dertake not only better living activities but also credit and marketing. He should
also organise the Unit Union which will after a year or two take over the seed
store. To start with, 80 supervisors should be appointed forthwith, if avai ~n
at an annual cost of Rs. 43,000. For subsequent years a suitable scheme should iyl
framed for the appointment of more such supervisors every year so that these
activities may be established in all the Rural Development units in the course of
the next few years. The plan may provide that Government should meet the whole
cost of the supervisors in the first year, half of the cost in the second year and one-
fourth in the third year and there after the Union and the Bank between them
should meet the cost from their own funds. I am to convey the sanction of the
Governor to the payment during the current financial year of a grant of Rs. 17,000
to the U.P. Co-operative Union for the maintenance of 80 supervisors in the rural

development units for organising better living, credit and marketing societies and
a Union in each of the 80 units.

2. Sanction is also accorded to an expenditure of Rs. 1,500 during the current

financial year for grants, not exceeding Rs. 300 in each case, to the existing co-
operative seed Unions.

3. Sanction of the Governor is further accorded to the creation, with effect
from the date of entertainment and till March 81, 1939 of ten temporary posts of
Inspectors in the Co-operative Department on Rs. 80, per mensem each in the scale
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of Rs. 80-150-10-220. The pay and scale are provisional and liable to reduction
with the introduction of further revised scales by Government. Each Inspector
should supervise the work of eight supervisors and help and guide them.

4. An expenditure of Rs. 4500 is also sanctioned fof the starting and running
of training classes, three for organisers and one for Inspectors as proposed in your
letter No. 3481 of October 6, 1938.

5. The cost will be met from the lump provision under the head “ 40-Agricul-
ture-K-2-Extra allotment for rural development including communications, Water
Supply Cottage Industries’ in the budget for the current financial year.

THE CO-OPERATIVE ORGANISATIONS AND THE INTERVENTION OF
PUBLIC AUTHORITIES IN THE ECONOMIC FIELD

Faced with the new problems which the more and more frequent interven-
{ions of the public authorities in the economic field impose upon the Co-operative
Movement, the International Committee for Inter-co-operative Relations drew up,
as a result of the enquiry which it had carried out, and for the use of the agri-
cultural and consumers’ co-operative organisations, certain conclusions and recom-
mendations which are reproduced below :

Influence on Public Opinion.—In a perhaps decisive period, at a time whfen the
co-operative movement must adapt itself, either by advancing or by retreating, to
a new economic structure, its chances of success or failure seem to depend largel.y
on the volume of comprehension and sympathy which it can.win am.ong th.e public
in general as well as among the administrative and legislative bodies which pre-
pare, discuss and vote the regulations. It is desirable, therefore, that the co-opera-
tive organisations should increase their efforts to spread knowledge, not only of
their achievements but also, and above all, of their principles and met}.lods; and
that this knowledge should be extended far beyond the limits of co-operative mem-
bership.

With the above object it is suggested, for instance:

(a) that, in countries where this is not already done, the co-operativ'e orga-
nisations should do more to tpread a knowledgef of works on co-operation, not
only in their own publications but especially outside these ; .

(b) that they should attempt to have public .teachin‘g on the co-operatu./e
movement introduced at the three stages of educa'txon—pnmary, secondary, uni-~
versity—in the countries where it does not yet exist, and to have such teaching
extended and improved where it does exist.

(c) That they strive to arouse and encourage the inte.rest of young people' by
organising, for instance, conferences to which representat}ves of .youth organisa-
tions, the teaching profession, industrial and rural workers’ education centres, etc.,
are specially invited.

Self-Improvement—Necessary though all this action directed towards out-
side agents may be, it cannot alone suffice. The co-operative movement, ol.)hged to
defend itself on one side and to assume new duties on another, must strive con-

" tinually to improve its organisation and methods, more completely to co-o.rdinate
.its different activities, and to increase the human values which it embodies and

which it may contribute to economic life.



354 THE INDIAN CO-OPERATIVE REVIEW

Adaptation—~Without in the least sacrificing its principles or its independence,
the movement must begin at once to collect the financial, technical and educational
resources needed for expansion in all directions where such an expansion is possi-
ble or required; and when its power to expand is restricted, it must develop in-

tensively instead, by continually increasing and improving the services it offers to
its members.

Inter-Co-operative Relations.—The movement must realise more clearly than
ever that in the economic sector that is dominated by co-operation the direct ex-
change of goods and services between co-operative institations is an important
factor in the rational organisation of distribution and of production, particularly
when this exchange is based on long-term contracts; for when it is so based, pro-
duction can be adjusted to consumption, not—as at present—by the uncertain and

roundabout action of prices, but by direct agreement between producers, processors,
and consumers.

As regards inter-co-operative relations, national or international, the Com-
mittee would refer to its previous recommendations ; and in the field of international
inter-co-operative relations, it hopes in particular that the recent establishment of
the International Co-operative Agency may give effect, perhaps in a new form,
to an agreement previously concluded between the International Co-operative
Wholesale Society and the International Confederation of Agriculture.

Education—With a view to this effort of adjustment and to the development
of inter-co-operative relations, and in gencral so as to be able to face growing
responsibilities or temporarily heightened difficulties, co-operative organisations
should seek new strength within themselves :

(a) They should first of all eliminate any cause of internal weaknss by super-
vising their administration with ever-increasing thoroughness and efficiency ;

(b) They should strive by means of courses, scholarships, exchange of em-
ployees, etc, to perfect the technical and the co-operative training of the men

(directors, managers, secretaries, etc.) who bear the largest share of responsibility
for the success or failure of co-operative institutions ;

(c) They should conduct among their members—who constitute alone a con-
siderable proportion of the public—a systematic educational campaign (classes,
correspondence courses, study groups, etc.) such as will enable co-operators to
grasp with increasing clarity and vigour the intellectual and organisational move-
ment to which they belong and the part they have to play in it. This campaign
should in particular aim at having each co-operator know and understand not only
the form of co-operation in which he is engaged, but all other forms as well—in
fact, to have him realise the whole diversity and at the same time essential unity
of the co-operative movement.1

In order that in every country the organisations may work out the system of
co-operative education best suited to their needs and possibilities, they would be
well advised to provide for an international exchange of information or to collect
for examination all the available data on the methods used by each and the results
obtained.—Co-operative Information, I. L. O. Geneva, June 1939.

1. Extract from “ Co-operative Organisations and the Intervention of Public
Authorities in the Economic Field.” Conclusions of an Enquiry Undertaken by

the Internationil Committee for Inter-Co-operative Relations, and published by
the International Labour Office.

CO-OPERATIVE NEWS AND NOTES

We congratulate Rai Ratan A. G. Sherlekar on his appointment as the Registrar
of Co-operative Societies, Indore. Mr. Sherlekar was Manager of. the Indox:e Pre-f
mier Co-operative Bank and represented that Banl.( 9“ the Standing Committee o
the Indian Provincial Co-operative Banks’ Association. He h.ad the honour .to
represent the Indian Co-operative Movement at XV International Co-.operatlve
Congress held in Paris in September, 1937', along with Mr. K. C thm of
the Economics Department of the University of Madras. We wish him all success.

- * - * L
learn that Dr. John Thomas, M.A., Pa.D., Resident Tutor for
Oxf::’; al;iistl;:it;o in North Straffordshire, has been appointed Directo::'H a;alf
Education, by the Co-operative Union in the ?lace of the !ate ProfessoF Fred. Tall.
The new Director has had wide experience with the workl.ng class social organisa-
tions and he has spent his life in the working class educational movement.

. . * * *

The Government of the Punjab appointed Mr. F. B. Wace, ILCS, Registralxt-' of
that Province (since retired) to conduct an enquiry into and z.'eport on the .wor. m.g
of the Co-operative Movement. Mr. Wace has submitted his report, which it is
hoped, will be shortly made available to the public.

- * * [ ] . ) )

The Government of Bombay have sanctioned the establishm.ent ;)f a Pro?:icla:
Board of Rural Development consisting of oﬁi?ials and Pon-of’ﬁc.lalsb or a %ex:x oc;
two years. The function of the Board and its Committees lel.t‘ e to T;ev;iard
general principles and policy regarding rural.development activities. i fonis
will meet every quarter, but the Committees will meet as often as may be .

. . * * *

The National Planning Committee set up by t?xe Indian Natmna? Colngress has
formed many Sub-Committees to deal with the various aspects of natl.onz; e;om.mtxg,
The main heads under which Sub-Committees .have been set up are: (d) 2 gric _
ture: (2) Industries; (3) Demographic rela}txons; (4) Commerce an 1é1:ncei
5) 'i‘ransport and Communications ; (6) Public Welfare and (7’) Edhllllcatl‘(;n. vzra
sub-committees will deal with each of these heads. The Ho'n ble drir- . Ramsausf
Pantulu has been appointed Chairman of the Rl.’lral Marketing and Finance
Committee under the main head of ‘ Agriculture’.

® * LJ »® *

An important bill providing for the rel%ef to agr.icultural d.ebtors has bﬂe::n
recently introduced into the Cochin Legisla?we Council. The bl.ll, amolx;%n oM J;'
measures, seeks to wipe out all arrears of interest up to 1Ist Chmg.]amth oé
(August 1931) and to reduce the rate thereafter to six per cent in the caseTh
creditors who are public companies, and nine per cent in the case of others. e
bill does not propose to touch the principal amount of the debt. .

. . . .
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The introduction of legislation for relieving industrial labourers from indebted-
ness is contemplated by the Government of Madras. The Government have invited
the views of the District Collectors on the subject.

With regard to affording relief to agricultural labourers from indebtedness, the

Government consider that on account of the peculiar conditions in which agricultural |

labourers are placed, they cannot be brought within the ambit of the legislation for
industrial workers. The Board of Revenue has been requested to report, in con-
sultation with the Collectors, whether legislation is necessary and if so, to indicate
the lines on which such legislation can be undertaken.

* . . . .

The Orissa Moneylenders’ Bill has been assented to by the Governor-General.

The main features of the Bill are that it seeks to wipe out debts, if twice the original )

amount had already been paid by the debtor by way of interest. Secondly, the
measure removes all limitations regarding transactions in the matter of calculation
of interest. The bill applies to all transactions under decree on 1st April 1936.

* . . . .

The Bihar Provincial Co-operative Bank is to come under the control of the

Provincial Government, it is understood, under a scheme of rehabilitation which

is being considered by them. It will thus become the first State Co-operative Bank
in the country. All the losses of the Bank, it is further understood, will be borne
by the Local Government which, as a preliminary, will advance another Rs. 10 lakhs
to the Bank in addition to the 14 lakhs already loaned out.

. . * * .

A scheme has been formulated by the C. P. and Berar Government, in con-
sultation with the Reserve Bank of India for the reorganisation of the Co-operative
Movement in Berar in view of its present difficult position. The scheme contem-
plates the valuation of assets and liabilities of debtors as well as co-operative socie-
ties. It is understood that the Government will guaraniee a part of the sum which
the banks will require to meet the liabilities of debtors and their repaying capacity

will be taken into consideration to determine the period for the repayment of the
debts.

SELECT CONTENTS OF CURRENT PERIODICALS

Review of International Co-operation, London.
April 1939: Natural Law in the Economic World by J. P. War-
basse.
Consumers’ Co-operation (U.S.A.), New York.

April 1939: The Consumer Consumed or Pure Apple Sauce by
Josephine Johnson.

May 1939: Co-operatives and the Law by E. R. Bowen.

Monthly Bulletin of Agricultural Economics & Sociology, Rome.
April 1939: World Agriculture in Recovery and Recession
(1936-37 & 1937-38) .
The Madras Journal of Co-operation, Royapettah, Madras.

May 1939: Reconstruction of Rural Credit Societies and Un-
limited Liability by Hon’ble V. Ramadas Pantulu.
Dutch Co-operative Auction by K. C. Rama-
krishnan.

i t for Common
1939 : Pooling the Reserves of the Movemen
fune Benefit by the Hon’ble V. Ramadas Pantulu.
The Bombay Co-operative Quarterly, Bombay.
June 1939: The Bombay Agricultural Debtors’ Relief Bill

The U.P. Co-operative Journal, Lucknow.
April 1939 : Urban Development by J. M. Lobo Prabhu.
The Mysore Co-operative Journal, Bangalore.
May 1939: Co-operation in Mysore—Reconstruction of Indebted
Societies.

The Mysore Economic Journal, Bangalore. ’
June 1939: Economic Planning for India by V. L. D Souza.

The Nagpur Agricultural College Magazine, Nagpur.

May 1939: Non-Credit Co-operative Societies for Agriculture by
J. L. Sen.
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