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EDITORIAL NOTES
REPORT OF THE VIJAYARAGHAVACHARYA COMMITTEE

The report of the Committee on Co-operation in Madras presided
over by Sir T. Vijayaraghavacharya has been made available to the
public by the Government of Madras. We publish elsewhere in this
issue the recommendations of the Committee and also a number of
articles reviewing the report. We invite more views of co-operators
not only in Madras, but outside the province, on this report as it
deals with some fundamentals of the Raiffiesen credit system and has
reached conclusions opposed to notions that have prevailed over a gene-
ration in India.

The Committee sat for a longer term than was contemplated, partly
because of the great disturbance in the political situation brought about
by the war and the resignation of the Government which appointed the
Committee and the suspension of the sessions of the legislature which
were expected to bring most of the members together to Madras. The
size of the Committee too was unduly large for decisions to be taken
quickly after discussions. It was, as one member- has put it, ‘too big to
form an expert body and too small to form a conference.” A democratic
Government has to please all parties and interests, and hence all could
not be experts in the subject. There was, however, no lack of intelli-
gent appreciation or even contribution by the comparatively inexpert
members on problems in which they as representatives were interested.

Readers of the report, we hope, will find enough compensation for
the delay in the exhaustive treatment of several phases of the movement
in Madras. Having been ourselves a member of the Committee we do
not wish to dilate on its merits or demerits except indicating, in the
capacity of the Editor of this Review, our agreement or disagreement
with the main recommendations of the Committee.

A word meanwhile on the procedure adopted by the Committee may
be of interest. Before the appointment of the members of the Committee
the Government had chosen a special officer, who later became the
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Secretary, to frame a questionnaire with the help of the Co-operati
Department and to collect and sift answers from a very wide fir T wi'
fzo-operators in the province. The questionnaire was detailed ce Ot
issues but had unfortunately no question on consumers,’On tmos
buil.ldm.g societies, tenants and labourers’ societies and societies f - oon
solidation of holdings. The report itself contains little abiut(:) rtflon.
ty}?es except a note appended on building societies. The it;ase
evidence collected was, as was to be expected, of uneven wval . Bexz
the Secretariat of the Committee did a great service not oilue;c t}l:
members but also to close students of the movement, in breaykir?g u:

th . .
e ans'wers and arranging them question-war in three volumes, so as
to admit of ready reference on any issue. ’

It is again unfortunate that no o inati
but a fevs{ experts in different Develolsizﬁgl:;:;:;gx?ss sosght of any
re_marks in two dissenting minutes are based on the Sl..l or‘]:‘e of the
witnesses would not have been able to substantiate their I;f:ts o that
close or‘al .examination. We do not believe this; the points ::fm e'nts 0‘;
the majority would have gained greater strength by oral exarr‘\,ilxzziol

of veteran workers in the field. Doctrinaj i
. Doctrinaire vi - :
have found little support. ews on co-operation would

meas’ll‘llxx‘zs(.:)c;mnud ];teelid?vot(eid considerable attention to the discussion of
) ebt-relief and control of moneylendin

. g. It was found

the workxpg of th_e measures was not conducive to the developmen:;haﬁ
rura.l credl’f and did in fact adversely affect it. The only rational, th .
not immediately practical, method would be the eliminatio e o

' ) . n of the sys-
:'[?hn:l of private ntnoneylendmg and its replacement by co-operative cr:;’i
is is not a chimera; but it requires tremendous efforts on the part lf

o

rural leaders and an aggressive i
. : goodwill on the part of th rnm
neither of which we have at present in Madras or in ? verment—

. - ‘a 0]
Palliatives are, therefore, ny other province.

suggested like the automatic termination

; a
mortgages after a period of years, the regulation of interest etctlo B:::
¢ y y R

the Committee felt that all such efforts would be more or less futil
i

1. : i
ehe abs§nce of.a} more comprehensive treatment of the agriculturale 13
.fCOnom}q conditions. The co-operative system could not work a mij ol
if conditions of rural economy were ess , miracle

A entially unsound.
(After a fairly detailed historica i
agricultural co-operation in the Pre:i;:::;f’tgi :};;oitlﬁ;:sft ghases ‘of
:}I::Sci}:iiine?;uref that should be taken to avert further ca'lziestls'otz dl's-
et SSIO fe o 't}'le movement, and rehabilitate it before de Ii e. n
 of activity. Most of the methods of rehabilitation suser .3
are now quite familiar—abolition of penal interest, exten:iol::n ;L;-ggeSthd
of time tor
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repayments, recovery of arrears in kind, rent purchase of lands by those
who had to surrender them and the writing off of bad debts. The one
new suggestion made is the creation of a pool of the reserve funds of .
all the primaries in the area served by a central bank and the reserves
of the central bank itself for the purpose of writing off of bad debts. As
there was strong opposition to such a pool by compulsion, a voluntary
pool of reserves has been suggested. Even to this some of the members
of the Committee and co-operators outside are opposed. We hope they
will not stand in the way of a voluntary pool by societies and banks
strongly inclined to the extension of the principle of mutuality to
weaker institutions.

The most controversial part of the report is that which deals with
the organisation of village societies in future. The recommendations of
the Committee which constitute a departure from the hitherto accepted
principles of the Raiffeisen system—in respect of the area of operations,
the liability of members and the rendering of honorary service but not
of purposes to be served by societies—have been dissented from by a
minority of members, two of whom write strong dissenting minutes. The
decisions were arrived at by the majority after a very close and careful
consideration of all the data placed at their disposal apart from their

* own experience of the working of the societies all these years.  They
were convinced that unlimited liability did not and would not work in
spite of all anomalies and subterfuges resorted to in most parts of
the province. Hence they recommend as a general rule limited liability
—reinforced if need be by a guarantee—for societies to be organised in
future, leaving it to the Registrar to permit unlimited liability where
there is a local demand for it. We have no doubt that there is an in-
creasing volume of opinion in favour of limited liability not only in the
Madras Presidency—which is by no means confined to the Andhra dis-
tricts—but also in several other provinces and States, judged by the
statements of responsible officers and leaders in the last Registrars’
Conference and Provincial Conferences. We invite the attention of
readers to the articles and extracts dealing with this subject in this

- issue and in some of the previous issues of our Review.

As regards the size of societies too. the Committee felt that the old
rule of ‘one village one society’ must be replaced by the formation of
one society for a group of villages, except in the case of big villages, so
as to serve a larger number of agriculturists to afford greater scope for

the choice of panchayatdars and to increase the volume of transactions, *

which would alone enable the employment of paid staff thoroughly
trained for looking after the necessary routine duties and the technique.
The limitation of liability would also help to achieve these objects as
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solvent and prudent ryots will not fight shy of getting into these socie-

ties. And if the area of operations i -
. istob . . qe1s
will be out of the question. e enlarged, unlimited liability

These enlarged societies will take upon themselves not only the
supply of credit as hitherto but also undertake the supply of ai,l the
:sqil;z‘:e?::t;for an ﬁmproved system of agriculture, so vital-ly necessary
act as agenciees I}‘Sictgsmg power of the people. The societies will also
marketing societie Ie sale of produce and help the loan and sale or
cannot take u lns‘ n fact, thejre is no economic function that they
wish to entrugtoto a:oflfs;'ca};iszs;sc;ciziut t?e committee did not rightly,
performed by village l;ancha e es unc.tmns whlc_h ought' to' be
water supply, cdmmunicationz andselli‘;;;(-;‘rslglilth;aiac:tlon{) sanitation,
statutory local bodies with powers of coercion and taxatl;cin et left o

Com\rivn.etttrust that in?partial readers of the report will find that the
oo Sx ee ?at; dcéne its best to draw up a safe and workable plan of
on of the Co-operative Movement in th
: e countryside i
to the wishes of the Government that appointed it vede in response

We shall deal with the other phases of the movement on which the

Committee has given i .
en its find . .
this Review. ings and solutions in the next issue of

REMITTANCE FACILITIES FOR CO-OPERATIVE SOCIETIES

We desire to draw the y

: attention of ou
Remlttan.ce Facilities to the Scheduled ba;kzeZinSCto the Schedule of
recently xssu?d by the Reserve Bank of India, the r o
by co-operative institutions and the opinions ’expresesp

journals thereon, which we have :
effect of the Reserve Bank’ published elsewher

operative Banks,
resentations made
ed by co-operative

e in this issue. The

; . s new scheme of remittan ilities i

! ce f i

discontinuance, with effect from 1st October 1940, of teheazgrlltclzs _15 thi
, ssion o

free transfer of fund
' s even for bona fide co- i i
enryed by eomperst Lo bona fu operative transactions hitherto

The ;
funds through treasuries and sub-tr concession of free transfer of

‘ ' easuries which co-operati ieti
enjoyed till 1st October 1940 has 3 long history behind itp 'I?h:)‘;z ::c-lle'?es
. cilities

were vouchsafed to the co-o i
-operative societi
by the C P les under orders pr
Y entral Government almost simultaneously with the i:lzlllllrgaa;i:

of the Co-operative Mo .

) vement in 1904 th i

porated in the Civil Account Code , 21d the concessions were incor-
’

which reported in 1915, deali ’ Art. 170. The Maclagan Committee
that th » dealing with free remittance facilities
at the grant of reasonable facilities 1ties, observed

i - e a Ien rew
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by the Bombay Government authorising the Registrar of Co-operative
Societies to permit refund of 75 per cent of the money-order commission
paid by co-operative societies, and recommended the adoption of similar
concession by Provincial Governments all over India (Vide paragraph
182 of the Report). In Madras, the Townsend Committee recommend-
ed in 1928 that co-operative societies, in addition to the remittance
tranfer facilities enjoyed by them under orders of the Central Govern-
ment already referred to, should be granted exemption from payment
of money-order commission on remittances made through the post office.
At the time when the Townsend Committee reported, such concession for
remittances through post office was being enjoyed by co-operative socie-
ties in the Punjab and Bombay (Vide paragraph 31 of the Report). The
Indian Central Banking Enquiry Committee, which reported in 1931, also

. pointed out that the free transfer of funds for co-operative purposes was

of the utmost importance to the Co-operative Movement to organise -
agricultural credit on sound basis and no attempts should be made to
curtail that privilege.

The recent Committee on Co-operation in Madras, presided over by
Sir T. Vijayaraghavachariya, has also unanimously recommended that, in
view of the general reduction in the lending rates of co-operative organi-
sations and low margins on which they are working, the existing conces-
sion of free remittance of funds for bona fide co-operative transactions
should be continued by the Government and that transactions other than
tnose for such co-operative purposes should be charged commission at the
same rates as those charged to scheduled banks. The Committee referred
tn the attitude of the Reserve Bank in this connection and expressed the
opinion that the Provincial Governments, if they wish to continue the
concession for remittance of funds for bona fide co-operative purposes,
should pay the Reserve Bank commission on such remittances to com-
pensate for the loss that the Reserve Bank may sustain on the continuance
of the free remittance of funds.

It is surprising that the Reserve Bank should have brought into force
its revised scheme from 1st October 1940 without even consulting the
Provincial and Central Co-operative Banks in India which are seriously
‘affected by the change. It however appears to us that the question is
now one to be tackled by the Provincial Governments, and that the
proper course to adopt for the co-operative institutions is to approach
their respective Provincial Governments for the restoration of the pri-
vilege of free transfer facilities for bona fide co-operative purposes.

There is, however, another aspect of the Reserve Bank’s scheme
which is equally unsatisfactory. The various Committees which reported
on Banking in general and Co-operative Banking in particular, urged

o o o at o L t_ _1on3 faw nortain fanilities for transfor of
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funds for banking business as distinguished from what may be termed
co-operative business, they should be entitled to the same privileges as
joint stock banks or scheduled banks under the Reserve Bank of India
Act. This request of the co-operative banks was strongly recommended
by the Indian Central Banking Enquiry Committee. It is hased on
general public interests served by development of modern banking faci-
lities in smaller towns and trading centres. Of the 1700 towns anci cities
in India, it is estimated that only 730 are served by joint stock banks and
their offices and branches, and more than half the number of towns in
India are not served by any banking institutions other than co-onerative
banks. In Bombay, for instance, about 100 towns are nowx served
exclusively by co-operative banks and their branches, whose humber

exceeds 200, as Prof. V. G. Kale has pointed out in a recent issue of the
Bombay Co-operative Quarterly.

The extension of modern banking facilities through co-operative
banks to places not served by joint stock banks is an obvious need of
the country. At present in many provinces co-operative banks carry on
one or more of the items of modern banking business such as collection
of bills or drafts, transfer or remittance of funds through issue of
cheques and drafts on other banks, collection of insurance premia on
behalf of insurance companies, grant of loans or cash credi.ts against
securities approved by the Registrar such as debentures of a land “mort-
gage bank, Government Securities, shares of the Imperial and Reserve
Bank of India and purchase and sale of giltedged securities. Some dis-
count Bills or do what is called inland exchange business. The Madras
Committee on Co-operation recommended that central banks and larger
urban banks in the province should take up banking business of the kind
described above. In Bombay many of the good co-operative banks do
such business in an appreciable degree. Tt is, therefore, to be regretted
that the Reserve Bank has not thought fit to extend to the Pr;)vincial
and Central Co-operative Banks facilities similar to those offered to the
Scheduled banks in regard to transfer of funds. We hope that the Re
serve Bank will revise its decision at least in regard to the desirabilit;
of extending to Provincial Co-operative Banks and Central Banks, which
are affiliated to the Provincial Banks, the concessions which av(; iven
to the Scheduled banks such as (a) transfer free of charge of aﬁ.axfou ?
of Rs. 10,000 or multiple thereof between their accounts at-the office .
branches of the Reserve Bank, (b) transfer free of charge once a w 01:
of a sum of Rs. 5,000 or multiple thereof to the principal accouﬁt he'eh
they maintain with the Reserve Bank from any place at which th. Wh N
an office, branch, sub-office or pay office and at which there is a o e
of the Reserve Bank, and (c) other remittances to the prin || aeney

. ci
subject to a charge of 1/64 per cent. For this purpose ﬂl;pé;ri‘c,gg;r;;
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Banks and their member-Central Banks should be treated as integral
parts of a single financial structure based on a federal scheme. The
Central Government which convenes periodical Conferences of Co-ope-
rative Registrars and which through its Department of Education, Health
and Lands still exercises some functions of advice and co-ordination in

~ relation to co-operative institutions in India will also, we hope, interest

itself in this question and advise the Reserve Bank on the desirability of
extending at least to Provincial Co-operative Banks and Central Banks
affiliated to them the concessions which the Scheduled banks enjoy. The
Provincial Co-operative Banks are within the scheme of the Reserve
Bank of India Act and are treated as part of the banking system of the
country, whose interests are to be suitably served by the Reserve Bank

of India.

CO-OPERATIVE BANKS AND GOVERNMENT SECURITIES.

The war has created its own problems to co-operative banking. The
fluctuation in the market value of securities is bound to affect the co-ope-
rative banks like joint stock banks. We are not in possession of informa-
tion regarding the manner in which the Central Banks and Provincial
Banks in several provinces have attempted or are attempting to deal
with this problem. Normally, it is no doubt the recognised practice of
auditing to exhibit investments in the balance sheets of co-operative
banks at cost price or market price on the date of the balance sheet,
whichever is less. Our experience is that while securities of certain
denominations depreciate in value, there will be appreciation in the
value of securities of other denominations. A rise in the value of secu-
rities in one case is being set off against the fall in the value of others,
without offending any rule of auditing. But this practice is obviously
unsuited to conditions in which there is a fall in the value of almost all
securities, owing to disturbance in the money market caused by the war.

" We understand that the Bombay Provincial Co-operative Bank for-
mulated a scheme to meet the situation and that it has received the
approval of the Registrar of Co-operative Societies, Bombay. The
important features of the scheme are: (1) Normally if a bank invests in
securities with the idea of keeping them till the date of redemption, it is
not considered necessary to write down their value periodically when-
ever there is a fall in the market value due to an extraordinary situation
like the one arising out of a great war. (2) If, however, circumstances
necessitate the realisation of certain securities, the loss due to deprecia-
tion having been incurred in the same manner as any other business loss,
without a chance of being made good, the loss has to be provided for in
the year of account itself. (3) It is sufficient if a bank writes down the
book value to the extent of the unrealised premium in respect of its
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holdings, that is, the amount of purchase price paid over and above the
face value, in annual instalments depending on the date of redemption.
Such securities are designated in the Bombay scheme as ‘premium secu-
rities” (4) The bank should not take credit for the difference in pur-
chase price and the redemption price if the face value is in excess of the
purchase price. Such securities are designated ‘discount sccurities.
(5) In its scheme of investment a co-operative bank should ensure that
the dates of redemption of the securities should be evenly spread, that is
to say, there should be a definite proportion of short dated securities.
But the ratio is not fixed under the Bombay scheme.

The Madras Provincial Co-operative Bank addressed the Registrar
of Co-operative Societies and the Local Government on the question and
suggested that the following rules might be safely laid down for the
guidance of co-operative banks in this matter: (1) Value of Securities
need not be written down below face value in the case of terminable
securities. (2) It is sufficient to create investment reserves in other cases.
(3) Credit should not be taken for unrealised discount in ‘discount secu-
rities’ which are redeemable on specified dates. Even if the secu-
rities are quoted at less than the book value, no provision need be made.
(4) Specific reserves should be created in the case of premium securi-
ties as referred to above, spread over the currency of the securities.
The actual difference between the face value and the book value will
have to be spread over the number of years from the date of purchase
to redemption in equal annual instalments, the first instalment to be pro-
vided for immediately. (5) It will suffice to write off only the losses actu-
ally incurred in sales during the year of account or in subsequent years.
It has also been suggested that co-operative banks need not write down
depreciation in securities in cases where the entire holdings of a bank

are within its owned capital and the book value of the securities is at or
below the face value.

But the Department of Co-operation and Government of Madras do
not seem to have so far issued any orders calculated to give relief to
co-operative banks. Even co-operative banks which will otherwise be
working at a profit may have to show a loss if the normal rule about
showing the market value of the securities on the date of the balance
sheet is insisted upon. It is said that the Registrar of Madras proposes
to allow the Banks to spread the depreciation over three years, This
will be neither here nor there and may not result in any advantag; to the

Banks or give relief to them. We ho i i
. . pe that the matter will re
attention of the Government. ceive early

In regard to the future much depends upon the investment policy
pursued by eo-operative banks. In a well regulated plan of investments
the short dated securities should bear a minimum to the working capital
while ‘a superior limit may be fixed for long dated securities. gWepcon
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sider that the following plan will be a safe one for adoption by co-opera-
tive banks in the selection of securities: — (1) Securities maturing beyond
ten vears should not exceed paid up capital plus statutory reserve plus
one-fifth of deposit liabilities. (2) The period of redemption of other secu-
rities held by a co-operative bank should be within ten years, and such
investment may be round about 50 per cent of its total investments.
(3) Non-terminable securities should be very rarely acquired.

We shall be glad to publish in the pages of the Review schemes that
are either adopted or in contemplation in the various Provinces in this

behalf.

THE BENGAL CO-OPERATIVE SOCIETIES BILL.

We publish elsewhere in this issue proceedings of a co-operative con-
ference held in Calcutta on 13th July 1940 under the presidency of
Mr. Santosh Kumar Basu, Advocate, M.L.A. and ex-Mayor of Calcutta,
which was convened, in the words of the President, “to voice independ-
ent non-official opinion regarding the Bengal Co-operative Societies Bill,
1938.” We also publish an article dealing with the Bill by Mr. Satya-
priya Bannerjee, Advocate, a member of the Opposition in the Bengal

Legislative Assembly and an active member of the Select Committee on
the Bill

Bengal is the fifth Province to attempt replacement of the All-India
Act II of 1912 by a self-contained provincial enactment dealing with co-
operative societies. Bombay led the way with its Act VII of 1925, then
followed Burma, which was then not separated from India, with its Act
VI of 1927, Madras with its Act VI of 1932 and Bibar with its Act VI of
1935. The Bengal Co-operative Societies Bill, which had a somewhat
stormy passage through both the Houses of the Legislature and which is
perhaps awaiting the assent of the Governor, in order to find its way to
the Statute Book, was introduced in the Bengal Legislative Assembly
in August 1938. The need for a revision of the existing law (India Act
II of 1912) was felt in Bengal at least from 1935, and the present legisla-
tion has not come a day too soon. We gather from the statement of
objects and reasons of the Bill and the speeches of the sponsors of the
Bill and their supporters in the Bengal Legislature that the deterioration
in the condition of the societies Was due to lack of adequate powers in
the department to intervene effectively in preventing maladministration
of societies and their failure to comply with the provisions of the law or
the rules framed thereunder by the Government. It was therefore said
that for the reconstruction of the movement and the rehabilitation of the -
societies, a drastic legislative measure of the kind vesting larger and
more stringent powers of control in the Registrar was needed to meet

the peculiar requirements of the Province. Mr. S. K. Basu, who presided
2 . ’
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over the Conference, questions this statement and characterises it as
“a complete misrepresentation of existing state of things and travesty
of actual facts” Though this is somewhat strong language to use, we
are in agreement with the view that the deterioration of the movemelzxt in
the several provinces was not due to any large extent to the inadequac

of official control. Indeed, we have often said in the past that the AllBz
India’ Act II of 1912, as well as the Provincial Acts that replaced it later
were framed with the Registrar as the centre of the picture and not thé
society, and that increasing measure of official control which was at-
tempted by the Provincial Acts in a spirit of vying with each other ?151 e-
gard to stringency of control, did not result in the improvement of trh

movement in the respective provinces. In fact, in Bihar and 00 i y
whose Provincial Act is the most stringent enactment yet placed orl;lstsl:fe,

Statute book—barring of course the Bengal Bill—the movement ig per .

haps in the most deplorable condition.

.Speaking so early as 1931, Sir Rajendranath Mukerjee, th th
Chairman of the Bengal Provincial Co-operative Bank very ;'i h:l b
served “that the co-operative movement here (Bengal’) 1'o‘r,atesg ansc’l o
volves round one individual—the Registrar. His position is unique ;;-
not mez:ely fulfils formal requirements of the law but guides and cox.ltrol:
f,he entire movement and directs policies.” This was more or Jess t
in regard to all Provinces, even under the India Act II of 1912 ISS o
attempt by the Provincial Governments or the Provincial De. et
of Co-operation to ascribe the failure of the movement in f}fl‘_tments
vinces to inadequacy of statutory official control cannot certain] ‘:: ot
fied. va the movement in Bengal is going to be reconsf;rucir;’ 317 Ju§t1-
Cp.roved it .will quxot be with the aid of this new bill e oond dm-

o-operative Movement in Bengal says, “wi . i
Book the Co-operative'Societieg Bill Y)f, lgggl‘:;iee %?ﬁlzg on the Statute
co-operation which is drilled and regimented by the Stn;erge p form of
controlled co-operation, while it may enable the Gove et
the present emergency, it will hardly offer a
endeavour to build up a vigorous and self-rel

As Prof. Niyogi in his

But State-
rnment to cope with
permanent solution in any
lant movement.”
' Coming to the bill, both the Conference and
jee rightly criticised the Government of Benga
;Dm;estigatign into the working of the movemeft
efore undertaking legislation. We s
portani". .provisions of the Bill Whichhljgulv:;1 ogo?jlil;dtoagvf: W of t.h.e.im-
'..['he critics <.)f ?he Bill object to unlimited liability bein, e s,
in rural societies. They are in favour of a compromis § made t.he rule
ﬁol?m;nded by the Madras Committee on Co- " on the lines re.
ility being made the rule and unlimited liabil i
local conditions or co-operative opinionhf:]:rglgsbse:;}gl aflcl)gxedfwll: e;fl‘i’ -
of 'liability.

Mr. Satyapriya Banney-
1 for not conducting an
by an expert committee

operation, viz. limiteq lia-
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Though we agree with the view that the Madras Committee on Co-opera-
tion has not gone to the extent it should have, we are satisfied with the
recommendation of the Majority as expressing the maximum amount of
agreement possible under the circumstances.

Another important provision of the Bengal Bill which is criticised
adversely is the entrusting of audit to the Department of Co-operation.
They consider that the recommendation of the Madras Comnfittee on
Co-operation that the audit staff should be entirely separated from th®
administrative staff while maintaining the statutory responsibility of the
Registrar for audit of co-operative societies, does not go far enough.
They hold the view that to ensure independence of audit, the Registrar
also should have been relieved of all responsibility in the matter of audit
and an agency entirely independent of the Registrar should have been
recommended for the purpose. There is much to be said for this view and
we are willing to subscribe to it ourselves. But we work under several
limitations. The movement in no province is able to finance the audit
services from fees collected from societies. In Madras, all rural societies
and even urban societies with a working capital of under Rs. 20,000 are
audited free of charge—a concession which few provinces in India enjoy.
The critics of the Bengal Bill also want audit by government agency,
but other than the Co-operative Department. Such an arrangement is
bound to cost the Government substantially more than audit by the De-
partment of Co-operation. It is true that the general tax-payer may
legitimately be expected to contribute a reasonable proportion of the
expenditure on the Co-operative Movement ; but it may not be possible
in the coming yearsto saddle the tax-payers with the entire cost of audit
of co-operative societies with growing demands on the provincial exche-
quer for the promotion of comprehensive rural development schemes.

Following the example of other provinces, the Bengal Bill introduc-
ed a clause empowering the Registrar to reconstruct or supersede a Com-
mittee to avoid the more drastic step of liquidation in cases of mis-
management. But the Bill as it finally emerged from the Select Com-
mittee, while doing away with the provision of supersession of com-
mittees, gave power to the Registrar to disqualify all or any of the mem-
bers of the Committee of Management for election or appointment as
officer of a society. We considet that the amended clause is more objec-
tionable than the original clause.

The bill is more comprehensive than the Madras Act for it deals with
the co-operative land mortgage banks as well. Very little criticism
is directed against the provisions dealing with land mortgage banks or
with special types of societies. The main attack is directed towards the
provisions off the Bill giving plenary powers to: the Registrar,
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There is no doubt that if the powers vested in the Registrar under the
Bill are actually exercised to the full, administrative interference in the
internal management of co-operative societies in Bengal will become a
matter of everyday occurrence. The Bill undoubtedly gives the go-by to
the ideal aimed at by those who inaugurated the move;nent in I:dia and
by the spokesmen of the Government in later years, viz., “the progressive
realisation of self-sufficiency and autonomy, in other vs;ords, gx;a;lual re-
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cratic as possible.”* g societies as demo
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REPORT OF THE MADRAS CO-OPERATIVE COMMITTEE

BY

VargunTH L. MEHTA,
Managing Director, Bombay Provincial Co-operative Bank Ltd.

Introspection is ordinarily a good habit, but if it is carried too far
it often leads to morbidity and diffiidence detrimental to healthy growth,
That is a point of view which occurs to one in relation to the inquiries
and investigations to which the co-operative movement is being sub-
jected in some Provinces and States. Madras had its own Committee
of Inquiry in 1927-28, apart from the Maclagan Committee, which con-
ducted its investigations in 1914-15, The Co-operative Movement in
the Province had to undergo examination also at the hands of the Royal
Commission on Agriculture in India in 1926-27; the Provincial Banking
Inquiry Committee in 1929-30, the Indian Central Banking
Tnquiry Committee in 1930-31, and Mr. Sathianathan in 1934. If the
suggestions and recommendations made by these Committees and Com-
missions were not enough, the Movement had before it a fresh series of
recommendations contained in the Preliminary and Statutory reports of
the Reserve Bank of India on Agricultural Credit, apart from proposals
put forward in the Bulletins issued from time to time by the Agricultu-
ral Credit Department of that Bank. However, Sijt. C. Rajagopala-
chariar’s Ministry presumably wanted not a string of recommendations
but a well-considered programme of work for the immediate future.
It appointed a strong and representative Committee, the Report of which
is now before the co-operative public in Madras and elsewhere. The
best tribute that one can pay to the prolonged labours of the Committee
is to offer the observation that had Rajaji's Ministry been still in office
it would have felt its action in constituting the Committee thoroughly
justified on a perusal of this comprehensive Report. That Report re-
presents a plan of work which not only is capable of being immediately
undertaken but contains within it seeds of future healthy growth. Tt
may, at places, read like an academic treatise, but it is nevertheless
replete with valuable hints born out of practical experience.

It is not the purpose of this article to emphasise the good points of
the Report—and these are too numerous to receive adequate notice in
a review—nor to reproduce the lines of development chalked out by the
Committee, On the contrary, it is proposed to confine this article main-
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ly to an examination'of those portions of the Report with which the pre-
sent writer finds himself in disagreement. This word of explanation is
necessary, as otherwise the tenor of the criticism offered may be mis-
qnderstood by the unwary reader. On several of these points, there
was, apparently, lack of agreement among the members of the’ Com-
mittee, and hence, before Government and the leaders of the Co-opefa-
tive Movement in the Province of Madras take their decisions, it may
be well to draw attention to what appear to the writer weak ;;oints in
the otherwise admirable programme chalked out by the Committee.

The first of these points is the proposed replacement of unlimited
liability in agricultural credit societies by limited liability of the ordi-
nary type, based on the amount of the share-capital that is subscribed
This recommendation is not unanimous, and the two points of view ﬁnd
proper expression in the body of the Report. But both in the Report
and in the dissenting notes, one misses an exhaustive exposition of the
implications of unlimited liability. In his well-known “Law and Princi-
ples of Co-operation,” Mr. H. Calvert has very fully set forth the limi-
tations and safeguards with which this form of liability is hedged in
in the constitution of agricultural credit societies in India. The fact 1;
often overlooked that the general body of members of a society has the
right of delimiting not only the aggregate liability to be assumed by the
society as a whole, but also the liability to be incurred on beBalf of
every one of its individual members. The latter restriction comes into
operation through the fixation of normal or maximum credits for indi-
vidual members which is now a common feature of the working of socie-
ties in most provinces. The fact is that for facilitating their own task
those responsible for the organization of societies, while explaining the:
basic principles and methods of working, raise a bogey or bugbear by
stressing the idea of joint responsibility in a manner contrary to law
and practice. It is this bogey or bugbear that scares away substantial
cultivators, and neither the underlying principle nor its enforcement in
practice. In the Province of Madras, the extent to which unlimited
liability has been brought into operation is nearly negligible, considerin
the vast sums that are borrowed by societies on the stre;gth of tha?:
liability. And yet there is no denying the fact that unlimited ligbilit
has served as the basis of credit for agricultural credit societies, and iS;
is to be seen how far institutions of the type contemplated by the ,Madras

' Committee will be able to secure credit. The consequence of the aban:
donment of unlimited liability will be to base the credit operations ;
-the rural societies on tangible security, particularly the mort :;E
land, and to deny to those who are not in a position to offer this gag:rlty

the advantage of personal credit. Once unlimited liability is gi?:n up
‘ ?
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honesty and character cannot be accorded the importance they deserve,
in view of the difficulty of getting outside credit for members possessing
no tangible security.

Not that there is no scope in the field of agricultural credit for limit-
ed liability. As the Registrars’ Conference decided at its last session,
discretion may be exercised by Registrars of Co-operative Societies in
permitting the organizatibn of societies with limited liability in special
circumstances. A wide area of operations, multiplicity of functions,
possibility of raising an adequate fund of guarantee, these are some of
the factors the presence of which may influence the Registrars’ decision
in the matter. But such cases would be exceptional, while what the
Madras Committee envisages is the retention of unlimited liabili-
ty only in exceptional circumstances. Even if Madras accepts this view,
it is certain that other provinces will be in no hurry to follow it. While
the Committee condemns the limited operation of the principle of joint
and several liability in the working of primary societies, it is curious
that it recommends a pooling of the reserve funds of such societies them-
selves,.albeit on a voluntary basis, in a manner which is not far removed
from the working of that principle. In his classic works on co-operative
banking, the late Mr. Henry Wolff has uttered grave warnings against
the intermixture of liabilities for primary units, the members of each
of which can assume financial responsibility for the transactions of their
own institutions and not for‘those of other bodies over the affairs of
which they have no control. If in Madras, the process of rehabilitation
involves the writing off of bad debts on a large scale, it is the body con-
cerned that should meet the losses and not any sister institution which
was at no previous stage consulted about the transactions that led to
losses being incurred.

A similar contradiction in thought appears to run through the Com-
mittee’s recommendation about the elimination of individual share-
holders in Central Banks. The Committee records the fact that the
working of Supervising Unions is far from being satisfactory in the
Province for various reasons among which are mentioned a general
dearth of interested and enthusiastic workers, the difficulties of such
men, even if available, securing election to the governing body, the pre-
sence of nominees of bad or useless societies on the governing body, the.
dormant state of affiliated societies, the prevalence of local factions or
party politics. Hence, for all practical purposes these federal bodies for
sapervision and mutual control have ceased to exist as integral parts of
the co-operative structure. But this experience does not deter the Com~
mittee from recommending the elimination of the representation of in-
dividual shareholders on the management of Central Banks and the con-
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version of the banks into institutions of the pure type. This far-reaching
recommendation is made without any closely reasoned arguments or
facts in support of it. It is necessary to know why if representatives of
societies have failed to achieve success in organizing the work of super-
visian they need still be trusted, unaided by outside elements, to conduct
the more responsible machinery of Central Banks. If a purely super-
visory union serving a taluka was, for the reasons enumerated above,
beyond their capacity to run properly, it needs to be proved by argument
how the same type of representatives will run a larger business organiza-
tion for the whole of a district. It may be observed here that there is
scope for a pure type of central financing agency. However, as experi-
ence in the Punjab and elsewhere—for instance in Baroda—shows, this
type of institutions flourishes best if its operations are of a limited type
and for a manageable area over which the representatives of the federat-
ing institutions can exercise influence. But, curiously enough, the Com-
mittee condemns the proposal to form banking unions for small areas on
the ground that these will not be able to inspire confidence among
would-be depositors. It is not clear how the Committee expects that the
confidence which would not be vouchsafed to a federal body op&rating
over a small area will be enjoyed by another federal institution compos-
ed of the same set of representatives of societies, even though it operates
over a wider area. In fact, the Committee has not been quite alive to
the possibility of securing ordered intensive development in a compact
area, by having installed there a representative and responsible local
body. Nor, with due deference, does it seem to be aware of the numer-
ous aids to development that can be provided by a branch of a Central
Bank, or better still by a banking union, which cannot be provided-—as
the Committee would suggest—either through an urban bank, much
less by a commercial bank. The Committee complains that the system of
controlled credit—admirable as it is in the Committee’s opinion—has not
yielded the expected results because of its being cumbrous and expen-
sive. This is bound to be the case when the control is too highly centra-
lized. Decentralization can be secured only by having local responsible
units of operation easily accesible to the societies, with which their mem-
bers can conveniently have as frequent transactions as they choose to go
in for, and which have not to seek orders from a distant authority,

Having suggested the elimination of individual shareholders in Cen;
tral Banks, it is only logical for the Committee to recommend their re-
moval also from the constitution of the Provincial Bank. Both the
Maclagan Committee and the Reserve Bank of India, however, hold that
the line of treatment need not be the same for a central bank and an
apex bank. In place of elected representatives of individual share-
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holders, the Committee recommends the co-option of five persons wigh
experience in banking. This is on a par with the proposal for the co-
option of three persons on the board of a Central Bank. The practice of
co-option may have worked well in Madras in an edycational and propa-
gandist body like the Provincial Union, but it is not certain whether in a
business organization, a sense of responsibility can be evoked among
co-opted directors to the same degree as is expected from elected repre-
sentatives of shareholders. However, it is not this particular recommen-
dation which, if carried out, will transform the entire aspect of the finan-
cial organisation at the apex. It will, however, be transformed altogether
if Government and co-operators accept the recommendation that there
should be two apex banks in the Province of Madras, one for the Telugu
districts and another for the Tamil districts. As the minority notes point
out, there is nothing to justify this recommendation except the senti-
mental desire to see the two main regions of the Province equipped with
separate economic and cultural organizations. But as both the apex
banks are to operate in the City of Madras, the gain that will accrue is
problematical, while the harm it may cause may be considerable. Amal-
gamation or joining of forces in the co-operative field makes for strength;
it is to be seen whether partitioning confers advantages, economic or
otherwise, in this particular sphere. In any case, the position that the
Madras Provincial Co-operative Bank, as the pioneer apex bank in India,
has acquired is so unique that ne co-operator would like to see it disturb-
ed in pursuit of a policy which has not yet gained acceptance in the field of
administration. Bifurcation of this bank may well be left over for con-
sideration till a new Andhra province is created.

There is something to be said, however, for the proposal that the
work of the Madras Provincial Co-operative Union in the different lin-
guistic regions of the Province should be taken over by four separate
unions for each of the principal language areas—Tamil, Telugu, Kanarese
and Malayalam. These linguistic unions should, according to the Com-
mittee, formulate and participate in schemes for the education of mem-
bers of societies in business methods, accounts, conduct of meetings, and
should make themselves responsible for carrying on propaganda for the
furtherance of the movement in their areas by the holding of conferences
and the publication of journals and other literature in the regional
languages. The Madras Provincial Union, the Committee recommends,

. should then be transformed into a federation composed of representa-
* tives of these four regional unions. Its main duty will be the co-ordina-

tion of the activities of the linguistic unions, and the consideration of
matters affecting the common interests of the Co-operative Movement in
the province as a whole. For this purpose, a joint council representa-
tive of all the unions might be adequate. A provincial federation may,
3 . - .
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REPORT OF THE COMMITTEE ON CO-OPERATION IN MADRAS
By '

S. K. Lanirig,
Vice-President, All-India Co-operative Institutes’ Association,

The publication of the Report of the Committee on Co-operation in
Madras, which was appointed by the Government of Madras early in
1039, was awaited with keen interest for a variety of reasons by people

solicitous of a reorientation of the Co-operative Movement in this coun-

try. More than thirty-five years have elapsed since co-operative societies
were first started in India. During this time the Co-operative Movement
may be said to have passed through four stages. These are (1) the
period intervening between the passing of the Co-operative Societies Act
(X of 1904) to that of the Cotoperative Societies Act (II of 1912); (2)
the period intervening between the passing of the Co-operative Societies
Act (II of 1912) to the inauguration of the Montagu Reforms; (3) the
period of operation of the Montagu Reforms, and (4) finally, with the
introduction of provincial autonomy the movement may be said to have

"entered upon the fourth stage.

The scope of the first Co-operative Act was of a limited nature and
the period of its working was for all practical purposes an experimental
stage. With the passing of Act II of 1912 Government may be said to
have taken up the work of introducing the co-operative principle with
some amount of seriousness. Declarations by Government on the sub-
ject show that they really envisaged from the very beginning the deve-
lopment of a genuine co-operative organisation. Though inaugurated by
Covernment, the pioneers of the movement in India contemplated that
the fetters that bound it to the chariot-wheels of departments of State
were to be gradually relaxed and that co-operative societies ultimately be
transformed into truly free and autonomous bodies.

With the advent of diarchy the subject of co-operation passed inte
the hands of Indian Ministers chosen from among the elected mem-
bers of the Provincial legislatures; and as the provinces were entitled to
have their own Co-operative Acts in place of the All-India Co-operative
Societies Act (I of 1912), a series of provincial Acts were placed on the
Statute Book. What was naturally expected was that under the guidance
of popular Ministers, the provisions of new provincial Acts would be
substantially liberalised so that there would be as far as possible com-
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rative organisation as it exists in this country, that new methods of
approach towards matters connected with its working are needed, and
that a re-orientation of the movement is called for. The Committee on
Co-operation in Madras has, of course, suggested measures for effecting
improvements in various directions and for launching on a campaign pf
expansion, but they have failed to lay their hands on the organic defects
of the movement, '

Co-operation was described by the late Professor Alfred Marshall as
at once “a business and a faith” In western countries, where the Co-
operative Movement has made signal progress, its promoters have
emphasised in an equal manner both these aspects of co-operative organi-
sation. In India, however, where it has been followed as a Government
policy, that is as an administrative device, based primarily on material,
party, or communal interests, rather than on any higher principle, these
aspects have received scant attention ; and this appears to be one of the
main reasons for the present unfortunate position of co-operative organi-
sation in India. No business could be regulated, controlled or managed
successfully by a Government department, specially a department like
the Co-operative Department, constituted as it is in this country.
Neither could it be expected to inspire the adherents of the movement
with the necessary energy and enthusiasm and infuse into them the
spirit of idealism so essential for the proper guidance of a movement of
faith.

What is needed, therefore, above everything else, is that serious efforts
chould now be made for a remodelling of the entire basis of co-operative
organisation in this country along with a transformation of its character
of an administrative device into that of a movement of faith. So long
as Yhis is not done, one cannot expect from the organisation, although it
has assumed vast proportions in this country, the striking results that
have been obtained elsewhere, and the serious defects that threaten to

- overwhelm it in some of the provinces of India cannot be easily remedied.

If the co-operative principle is to be properly developed and fostered,
it is of vital importance that this aspect of the problem should receive
prompt and vigorous attention. Although during the last few years vari- .
ous projects of reform and reconstruction have been adumbrated by
numerous individuals, public bodies and parties, both official and non-
official, it is to be deplored that this essential and most important matter

has so far escaped proper consideration. ‘

For any action that may be taken in the direction indicated above,
the first thing to be done is to take steps to release the Co-operative
Movement from official tutelage. The trend of the recommendations
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made by the Committee on Co-operation in Madras does not show them:
to suggest any material change in the policy that has been hitherto pur-
sued re: the control that the department exercises over co-operative
societies. Though initiated and directed by the Government of Indj

in the earlier stages of the movement, they had fully realised at tliz
outset that it should ultimately be freed from departmental guidance
and control and that co-operative societies be converted into voluntary
free and autonomous bodies. In their Resolution on the subject issue(i
by the Government of India early in 1904, they impressed upon the
Local Governments that “the regulative interference of the ICJ}overn-
ment” should be cofined within the strictest limits, so as “to bear spon-
taneous growth unhampered”, and also that the movement ma pno‘c
be prevented by too much supervision and too many restrictionsyfrom
attaining its full development. The Resolution further declared: “While
State help and support will be needed to begin with, the obje.ct to be
kept in view is to teach the people to help themselves and we shall not
have succeeded unless we are eventually able to withdraw that sup-
rort.”” They desire further to lay stress on the necessity of reducing
restrictions to a minimum so that people may be encouraged to work

out the problem on their own lines with such guidance and advice as
can be given to them.

In a speech introducing in 1911 the Co-operative Bill which was
subsequently passed as the Indian Co-operative Societies Act (II of
1912), Sir Robert Carlyle stated that “it is of the utmost importance t
the healthy and successful development of the movement that Govern?
ment interference should be reduced to a minimum” In a later Re-
solution issued by the Government of India in 1914, they declared tha;:
it was their intention that co-operative organisation should, in ity es-

sence, be a popular movement, that no efforts be spared to strengthen'

among the general public the feeling that it was to be based upon self-
reliance and freedom from outside control and dictation and that
Government should not allow co-operation in the country to develo

into an official concern managed by the State. P

. It is ar:’ irony of fate that the policy followed by the present day
Autonomy” Governments should run counter to the spirit underlyin:
the wise and liberal declarations made by an authoritarian Govermiengc

at different stages in the development of the movement. What h

actually happened is that instead of any relaxation of Government i:S
terference, as was contemplated at the outset, even after a lapse o%
over thirty-five years, there is more of departmental interventiolzx and
cegimentation. It is most unfortunate that the Committee on Co-ope-
ration in Madras have not been able to resist this tendency in any. ap-
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preciable and effective manner. I would like to quote the view of
Mr. C. F. Strickland, a former Registrar of Co-operative Societies in the
Punjab and author of various well-known works on Co-operation, on
the sphere of Government intervention in the matter. In his work on
Rural Finance and Co-operation, Mr. Strickland dilates at some length
on the obvious danger of official management and comes to the con-
clusion that “it is not in the best interests of the co-operative movement
that the Government itself should permanently assume all these func-
tions.” “As the co-operators become capable of managing their own
affairs,” he adds, “the management should confine itself to the functions
laid down in the law. This is the line of co-operative advance through-
out the world, wherever a Government has taken a leading part in the
promotion of co-operation, and it is a healthy development.” As a
member of the Committee complains in his Note of Dissent, “the Com-
mittee has proceeded on the same old lines and not struck a new one:
It has not given a new lead in the matter of reorganisation or indicated
a new orientation.”

‘Co-operati;;e Societies are essentially voluntary organisations in all
democratic countries. Some of the members of the Committee, how-
ever, urged that the voluntary basis of rura! co-operative credit orga-
nisation should be altered and statutory compulsion be introduced in
certain circumstances. “We are afraid,” the Committee state, “that the
proposal misses the essential point that co-operative societies are volun-
tary associations and only those who choose to join them can partici-

Jate in the benefits conferred by them or share the respousibility which

such membership involves. This essential principle of co-operative
organisation has been unquestionably accepted and practised all along.”
The Committee very appropriately point out that compulsory co-ope-
ration is a contradiction in terms, and have no hesitation to rule it out
as being impracticable. They further aver that “it (co-operation) should
grow from among the people out of their own free will: it is not and
cannot be the result of state compulsion or regimentation.” It is
gratifying to find that the Committee have given a quietus to the dange-
rous suggestion that the voluntary basis of co-operation should be chang-
ed by introducing statutory compulsion in certain cases. The two or
three members of the committee referred to above are not the only
solitary individuals to recommend “compulsory co-operation.” There -
has, in fact, grown up of late quite a large number of people elsewhere
who have begun to advocate such a course on a much larger scale, It
is easy to agree that among those who favour “compulsory co-operation”
there are many who recommend such an arrangement because they are
moved by the extremely distressed condition of poorer and helpless
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people and believe in all sincerity that by this means they would be able
not only to remove quickly and in an effective manner a considerable
amount of misery and destitution but would at the same time be able
to help the spread of the co-operative movement much faster by bringing
the largest possible number of people within its fold. In this connection,
the observation made by a British writer, that “Co-operation is a volun-
tary act; and all the power in the world cannot make it compulsory,”
readily occurs to one. A Co-operative society is essentially a free and
democratic institution and there can be no room for compulsion in the
constitution of such a body. Even so, the introduction of the principle
of compulsion would not yield the results that could be achieved by
genuine co-operation. Advocates of compulsion should seek other fields
for their experimentation rather than attempt to sap the foundations of
co-operation. They forget that the relief of indigence and misery by
methods of compulsion and the voluntary joining together of people in
-mutually helpful efforts, which, in other words, means “the education of
self-help which shall not be selfish help, but mutual help of men united by
the consciousness that they are working for a noble future, and by the
firm faith that in promoting the general good they are doing what will
most effectively promote their well-being” are altogther different things.

The scheme of co-operative education and training formulated by
the Committee deserves special notice. The scheme is a comprehen-
sive and well-considered one; it envisages a co-ordinated plan of co-
operative education and training from the lowest stages to the college

standard. It is suggested that there should be at.the top a Government

College of Co-operation, affiliated to the University of Madras, which
will impart a specialised course of co-operative education and training
to aspirants for employment in the co-operative department and for the
higher posts, such as, secretaries, managers, executive officers, accoun-
tants, etc., in big urban banks, central banks, the Provincial Bank and
other Co-operative institutions. The qualification for admission should
be a pass in the Intermediate examination and the University will
settle courses of study and syllabus, select text-books, conduct exami-
nations, and confer degrees upon passed students. The Government
should have the help of an Advisory Council in the administration
of the college. It is further recommended that there should be adequate
provision for the education and training of several grades of official and
non-official employees for service in the movement below those who are
to receive instruction at the Government College, as also of members
and panchayatdars of village societies. Arrangements are ilso suggested
for the organisation of refresher courses for office-bearers and employees
of co-operative institutions and extension lectures for the general public.

bR J
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It is urged that all efforts should be made for the sustained and wider
diffusion of co-operative knowledge among the people. Apart from the
College, all co-operative education and training should be effected through
co-operative rather than state effort. The scheme though well designed
has two evident flaws. In the first instance, all co-operative education
and training should be entirely freed from state interference and be under
non-official guidance and control. The Hon. Mr. Ramadas Pantulu,
who was one of the members of the Committee along with a
minority of members, fought strongly for such a course, but as the
majority favoured a college organised, financed and controlled by Govern-
ment the views of the latter prevailed. This was very unfortunate. The
Committee certainly deserve the sincerest congratulations of the co-
operative public in this country for the excellent scheme of co-opera-
tive.education, training and propaganda they have prepared. But efforts
should still be made to remove this defect, for if the work of co-ope-
rative education and training is done under official guidance and con-
trol it is bound to be dull, formal, lifeless and uninspiring. It was this
consideration that had led promoters of the co-operative movement in
democratic countries in the West to entrust such work to non-official
bodies which alone could be expected to infuse enthusiasm and vigour in
the movement to ensure future success and progress along proper lines.
The other defect in the Committee’s scheme is the absence of any ade- .
quate and proper arrangement for activities directed towards interesting
the general public in the principles, ideals and practical advantages of
co-operation.

It is no exaggeration to say that the present system of audit of co-~
operative societies in India has almost universally been condemned and
that a reform of the system has long been overdue. The Committee
on Co-gperation in Madras have, of course, suggested some improve-
ments, but their recommendations do not go far enough. “We have
come to the conclusion,” the Committee state, “that the entire audit
staff of the department should be constituted into a distinct branch; that
there should be a differentiation right through between the administra-
tive branch and the audit branch of the department except in the person
of the Regxstrar who will be the head of both the branches.” “To con-
trol the entire audit work and the staff in charge of audit of societies
in the province, we recommend that a chief audit officer, who should
be a qualified auditor of the status of a Deputy Registrar, should be
attached to the Registrar subject to his control. The chief auditor will,
besides supervising and directing audit work, assist the Registrar gene-
rally in all matters relating to audit.” The Committee further recom-
mend that the present system of employing full-time ' Government
4 .
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auditors should be continued and that the statutory. respo;lsibility of
the Registrar in the matter of audit of co-operative societies should be
maintained. One wonders that while admitting that the auditor should
be free from official or other local influences, if he is to do his work
fearlessly and discharge adequately the responsibility cast on him under
the Act, with what consistency .the Committee can at the same time,
recommend the maintenance of the statutory responsibility of the
Registrar for audit. The arrangement suggested by the Committee
is, no doubt, an improvement on the present system, but it does not go
far enough. The present arrangement is wholly indefensible from the
point of view of principle, as also of efficiency, but in the proposed
arrangement also the work of supervision and control of co-operative
societies is to be combined with responsibility for audit and the Regis-
trar is to be vested with it, and the staft employed in the work is to
be controlled by him. In such circumstances, it is certainly an anomaly
that the Registrar should be made statutorily responsible in the matter
of audit. In Bengal the position in the matter is, perhaps, more un-
satisfactory than in Madras. Mr. N. R. Sarkar in a Note on the Pro-
blem of Rural Credit, written as Finance Minister, condemned the pre-
sent system of departmental audit and urged that “it is essential to en-
sure the independence of the auditors, by making the audit staff divor-
. ced from the administrative staff, and by seeing that their departmen-

tal loyalty does not stand in the way of a frank and full exposure of
defects in the working of co-operative institutions.” He suggested that
a separate Government department for the audit of co-operative socie-

ties and land mortgage banks should be set up. Dr. J. P. Niyogi, Minte-

Professor of Economics, University of Calcutta, in his recent work,
the Co-operative Movement in Bengal (Macmillan & Co,) and Dr.
J. C. Sinha, Professor of Economics, Presidency College, Calcutta, in
the course of a Note on the Bengal Co-operative Bill have expressed
almost similar views. The Floud Commission on Land Revenue in Bengal
have in their recent Report made important observations on the adminis-
tration of co-operative societies in the Presidency. In the course of their
remarks, the Commission also urge the desirability of separating audit

from supervision and control and suggest that this reform should be
- carried into effect as early as possible.

Among the other recommendations of the Committee there are seve-
ral which deserve detailed consideration, but it is not possible to discuss
them all within the compass of this paper. The decision of the Com-
mittee by a majority, that the liability of rural credit societies should
normally be limited, but if in the opinion of the Registrar, having regard
to local opinion and other circumstances, unlimited liability is more

.
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suitable for any societies, liability may be “unlimited, is a step in the
right direction. The principle of unlimited liability has become a sort of
fetish in orthodox co-operative circles. Tt is to be hoped that this assault
on an imaginary and illusory safeguard will succeed and that the Com-
mittee’s recommendation will be followed by other Provincial Govern-
ments. The Committee have made various proposals for the resusci-
tation of such of the societies as still show some hope of revival with
the necessary treatment and nourishing, for extending the co-operative
principle in spheres other than credit, and for an intensive and extensive
development of the movement. There can be no doubt that many of
the recommendations of the Committee will be of help in the develop-
ment of the movement. While defending some of their recommenda-
tions which are opposed to orthodox co-operative principles and prac-
tice, they observe: “Past experience has convinced the majority of us
that changing times call for a change in outlook. Co-operation is a live
and growing movement and it offers a rich field for adaptation and ex-
periment. Mere co-operative orthodoxy should not stand in the way of
experiments being made and experience gained.” These are wise words
and should be commended to the notice of co-operative workers, official
non-official, all over the country.
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Sanar KuMar CHATTERJEE,

Director, Bengal Provincial Co-operative Bank, Ltd.

{ have gone through the Report of the Madras Committee on Co-
operation. It is indeed a monumental compendium and crystallises the
essence of the principles of co-operation without the knowledge of which
no co-operative worker can function in these da

ys when we lo '
“total co-operation” as our goal. ok up to

.The historical survey and the detailed summary of recommendations

. are indeed very useful. In Bengal we are following some of these with
modifications suitable to our environments. The i&ea of extending the

field of co-operation to every village is being pushed on. )

I agree with most of the recommendations and have

; only to make
comments in a few cases: — ; Y

Recommendation No. 43 re: empowering the President of the Central
Lond Mortgage Bank to sanction all loans up to Rs. 2,000.—It will place
too much responsibility on the President and will enable him to di: ose;
of about 80 per cent of the cases without reference to the Board. i

Recommendation No. 45 re: dispensing with assignment of mortgage
bonds by primary banks to the Central Land Mortgage Bank.—If there
be no assignment by the primary society to the Central Land Mort-
gage Bank, there cannot be assignment of the same to the Trustee. In
that case will it not lead to the abolition of one :

of the most im
safeguards to the debenture-holders? ' portant

Recommendation No. 112 re: segregation of overdue debts in socie-
ties and their transfer to land mortgage banks.—It is doubtful whether
.this is possible unless the same be sufficiently scaled down. The stan-
dard we have laid down for advance from land mortgage banks is so Lhigh

that in most cases it cannot be availed of b
a member of a ;
agricultural credit society. Y n ordinary

Recommendatio'fm No. 174 re: elimination of individual shareholders
from central banks in order to make them pure type banking unions.—
Elimination of individual shgreholders from the central banks may le.a'd
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to the weakening of the administration. Both in the central banks and :in
the urban banks provision should be made that representatives of default-
ing societies or individual defaulters should not be eligible to be on the
Committee of Management; and in the general meeting although they
should be allowed to take part in the discussion they should not be allow-
ed to vote, specially in matters dealing with financial problems as well
as in the election of the Committee of Management. One of the worst
defe'ets of this movement is that the worst defaulters are the persons who
are at the helm of affairs and whose own financial position debars them
from properly performing their duties. In none of the bills, by-laws
and recommendations by the Committees of Enquiry this point appears
to have been properly developed. ‘

Recommendation No. 176 re: representation of depositors on the
Boards of Management of central- banks not recommended.—A rider may
he usefully added. A minimum deposit qualification may be introduced

for big individyal members. It will introduce persons who would have

stake in the proper administration of the institutions on right lines.

Recommendation No. 182 re: limiting the operations of central banks
to short term and medium term loans, not exceeding five years and in
exceptional cases going up to seven years—If in accordance with the
recommendation No. 177 central banks take deposits for three years, is it
desirable to advise medium term loans for five to seven years?

Recommendation No. 215 re: loans to borrowers in marketing socie-
ties should be made at a rate not exceeding one and a half per cent more
than the lending rate of the Provincial Bank to central banks.—It is diffi-
cult to manage the normal expenses at such a small margin of
1% per cent,
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Assistant Registrar of Co-operative Societies, U.P,

The Madras Committee on Co-operation has under the able gui-
dance of Sir T. V. Acharya brought out a very valuable report which
is a unique contribution to the existing literature on Co-operation. The re-
commendations of the Committee are all the more weighty as they are
the result of the deliberations of the eminent co-operators of Madras who
met under the Chairmanship of an administrator of wide experience and
great repute. The suggestions for the rehabilitation of existing socie-
ties and giving a new orientation to the movement with a view to develop
and expand the economic life of the province deserve serious consi-
deration. The report although it deals mainly with the problems of
Madras will be found useful by Co-operators through-out India, who
are faced with similar difficulties. ~Madras is ahead of most of the pro-
vinces of India in consumers’ co-operation, land mortgage banks, loan
and sale societies and housing societies. Co-operators of other pro-
vinces will profit by the suggestions made for improving the wdrking of
such societies.

The main report covers 349 pages of nicely sifted material expressed
in easy style and the 340 recommendations cover 37 pages. Of the 21
members of the Committee no less than 9 have appended separate notes
(covering 58 pages) on a number of points on which they could not agree
with the findings of the majority of members. It is not possible in this
article to examine in detail all the recommendations of the Committee
and we shall content ourselves by making observations on only a few
of the important suggestions.

In dealing with the co-operative problems in Madras the Com-
mittee had to form its conclusions on controversial points which have
grown in number and complexity during recent years. Such controver-
sies are undoubtedly for the better as they are an indication of the
sincere attention and thought that the public has begun to bestow on
such problems. It is, however, risky to hazard definite opinions on
intricate problems as long as experience over a field wide both in time
and space has not been gained, and such experience can be acquired
only by making experiments on the lines suggested, '
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The Committee has arrived at some conclusions which in the light
of our experience of the past and our reading of the present situation,

- which”we believe does not materially differ from the conditions in

Madras, we are not prepared to endorse. Some of these touch the very
foundations of the Co-operative Movement and have been opposed by a
number of veteran co-operators and members of the Committee like,
Sri K. Bhashyam, Sri T. A. Ramalingam Chettiyar and Dewan Bahadur
K. D. Mudaliyar. )

A great deal of controversy has for some time past been raging
round the question of liability best suited for adoption in village socie-
ties. Many of us seem to have been fed up with unlimited liability
sponsored by the founders of co-operative credit and in vogue in the
country since the inception of the movement and believe that it has

- outlived its utility here. It must be conceded that those who advocate

the change do it because of the bitter experience they have had of the
prevailing type and in the honest belief that the limited type will be a
change for the better. Equally convinced are those who stand for the
present order that unlimited liability is the most suited for our purpose.
'There is no strong evidence to show that unlimited liability is alone or

. in any appreciable manner responsible for the stalemate in many of our

existing societies or for the slow progress of the movement in the coun-
iry. The example of Japan quoted by Sri R. Suryanarayana Rao in his
note of dissent is proof positive of the efficacy of unlimited liability and
its superiority over the limited type, so far as agricultural societies are
concerned.

The strongest argument put forward by those in favour of limited
liability is that it would induce the more well-to-do persons in the village
to join the society which they refrained from doing, because of the heavy
stake involved. Our experience has been that it is not the type of lia-
bility but the nature of the management of a society which attracts or
repels members, be they poor or rich. In areas where because of
mismanagement co-operation has earned a bad name, the change in the
form of liability is likely to be of little avail in attracting members and
in areas where the movement is doing well the exisiting unlimited liabi-
lity is proving no bogey even to the well to do. In such areas the bet-
ter element in the village is largely represented in the membership of
the society. Even in new villages of such areas, the enrolment of well-
to-do peaple is not found to be very difficult.

As already stated, our experience of unlimitéd liability has been
that it does not hinder the development or jeopardise the extension of
membership in village societies. We are, however, not opposed to the
introduction of limited liability in localities where people fight shy of
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the other type. The governing type of liability in our village societies
should however be unlimited. We agree with the opinion expressed by
the Conference of Registrars in the resolution quoted below:— "

“Agricultural credit societies, other than multipurpose societies. . . .
...... , should ordinarily continue to have unlimited liability but scope
‘may be given for experiments with such societies with limited liability.”

The question of the area of operation of a society is intimately con-
nected with that of liability. Unlimited liability is not suitable to a
society when its membership is large and is drawn from a wide area
in which mutual knowledge and mutual control is difficult to secure.

On page 146 the Committee has suggested the reorganisation of small
village societies into bigger ones, working within a radius of 3 to 5-miles
and holds that “a radius of 3 to 5 miles according to convenience and

facilities, as far as possible for easy accessibility or mutual contact amohg -

villages might be the normal feature of reorganjzation.” The area of
operations will thus extend to 30 to 80 square miles and to a large num-
ber of villages. With no knowledge of the conditions prevailing in
Madras, with its villages twice as big as in the United Provinces, we are

afraid the Committee is most likely io be belied if it hopes to secure any .

measure of “mutual contact among villages,’ scattered so wide apart

as suggested by it. At the end of page 147 the Committee, however,

suggests an area of 3 to 5 miles and we see no objection to this provided
that mutual knowledge and mutual confidence can be secured. The
area of 3 to 5 miles will comprise not more than 2 or 3 villages and if
in order to secure sufficient business it is necessary to constitute one
society for them no serious harm will be done to the existing orthodox
rule of “one village one society”.

In the co-operative circles of the country there has been a great
deal of talk about enlarging the activities of village credit societies so
as to enable them to embrace the various economic activities of the
village. There is a general recognition of the fact that credit is not the
only problem of the villages. There are many other factors retarding
progress and reducing the beneficent effect of controlled credit. Among
these the lack of arrangement for the supply of agricultural and domes-
tic requirements and for the marketing of agricultural produce are the
most important. The Committee has recommended that these funétions
should be performed by village credit societies. The Reserve Bank of
India advocated the organization of this type of society and so have
many others. We in the United Provinces have under the inspiration
of our late Minister, Dr, K. N. Katju, takert a definite step in the direc-
tion of converting all our “A”, “B” and “C” class village societies into
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mufti-purpose societies with limited liability and have for the sake of
convenience named them as “Village Banks.” Similarly all the new
societies to be organized are to conform to the same model. With the
limited experience we have had of these “banks” we are led to the con-
clusion that the grafting of supply and marketing on the credit society
has not been of much practical value so far. Marketing is a much more
technical and difficult business, when compared with the advancement
and collection of loans and is beyond the capacity of most of our pan-
chayatdars. The village society is too small a unit to efficiently run the
marketing business which can succeed only if run on a moderately large
scale. To us it appears that it is difficult to reconcile the conflicting
needs of marketing and credit business in one and the same village

'society. Credit has to be decentralised to reach the villager, while.

marketing demands centralisation if it is to be handled properly. The
two kinds of businesses run in opposite directions and demand separate
organizations. The Committee recognized the difficulty of these combi-
nations when it wrote—“In suggesting these comprehensive functions for
village credit societies we should not be misunderstood as recommending
a combination of incompatible objects,” but still seems to have suggest-
ed a combination which it wanted to avoid. In our opinion the only
activities that can be safely tackled to credit are those connected with
better living and better farming such as thrift, reduction of expenditure
on social ceremonies, propaganda for education, improvement of agri~
culture and sanitation etc. Marketing should be the function and special
preserve of separate societies organized for the purpose on a wider
basis, although there appears to be no harm in employing village credit
societies as local agents of the marketing society.

The Committee has not thrown sufficient light on the constitution

“and working of marketing societies, which are to be reconstituted from

the loan and sale societies. It however seems that these societies are
to make over their existing object of advancing “loans to members on

the security of their produce” to the village credit societies and are to

transform themselves into commission agents for the sale of the produce

of members and joint purchase of their requirements. Very probably

it is not intended that the outright purchase system be adopted by socie-

ties, although our experience of marketing of cereals has been that culti-

vators want to sell their produce outright even at a lower rate than to

take an advance on it and wait for its disposal till prices rise.

For our part we think that marketing business can be safely done
on outright purchase system. An objection is sometimes raised that the
outright purchase system involves a possibility of loss and this is true.

- But if marketing is at all a profitable business, as we believe it is, and
5
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for the same reason it has been advocated, why should one in the long
run be a loser even assuming that rates do not favour the society in the
first or second year of its working? By the combination of supply with
marketing as recommended by the Committee, the chances of loss will
be further minimised.

We entirely endorse the recommendations made by the Committee

to the Government to meet the cost of management and processing of -

marketing societies in the initial stages’and to continue the subsidy of
25 per cent of the cost of the construction of godowns and grant of loan
for the balance even after the Government of India subvention placed
at the disposal of the Local Government has been exhausted. We would
-further invite the U. P. Government to the policy followed in Madras,
since without proper storage facilities the organisation of co-operative
marketing is almost impossible. The cost of construction of godowns is
" too heavy for our societies to meet single-handed and state-aid is abso-
lutely necessary.

For purposes of rectification of moribund and bad societies, whose
existence is a hindrance to the progress of new schemes designed to

widen the scope of the movement, the Committee has divided the socie-
ties into 4 categories :

(a) Societies with no outside indebtedness.

(b) Societies whose investments of shares and reserve fund in
the Central Bank exceed their outside borrowings.

(c) Societies whose outside liabilities exceed their investments
in Central Banks by way of share capital and reserve.

(d) Societies which are definitely bad and cannot be rehabilitated
and must be liquidated.

The cases of societies in the first two categories present no difficulty
and in their case the only suggestion made by the Committee is that
debts which are definitely bad should be written off and those that cannot
be recovered in full be scaled down on the principles of Debt Relief Act.
For societies of class (c) the Committee has advised the application of
all the principles of debt-relief such as the reduction of the rate of inte-
rest, scaling down of principal and the writing off of overdues and penal
interest in whole or in part. The words of the Committee in this con-
nection are worth quoting: “There should be no hesitation on the part
of societies to scale down the principal amount to a level where the mem-
bers may be resonably expected to repay from their income over a
reasonable period. We consider that it is very necessary that socieities
should boldly face the problem of overdues and tackle it effectively in
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order to see that the flow of fresh credit is not checked by the continuahce
of such debts”. ‘

We entirely agree with the above remarks and suggestions of the
Committee. In fact we in the United Provinces are already dealing with
our bad societies in the manner suggested above.

The proposal regarding the temporary creation of a voluntary pool of .
Reserve Funds of societies and Central Banks for writing off bad debts
does not appeal to us and the reasons given by the Committee in support
of their recommendation do not carry conviction. We feel that it
amounts to stretching the principle of mutual help too far and may
create a dangerous precedent.

We feel that the recommendations made by the Committee to have
(a) as far as'possible only one Central Bank for each revenue district
(b) the abolition of preferential dividends, (c) the closing of the issue
of preferential shares and (d) restricting the number of urban banks
for each urban area (big cities excepted) to one, are all sound. We,
however, doubt if the elimination of individual shareholders altogether
from the Central Banks, with provision for cooption of three individuals
on the Board of Directors, is likely to serve the purpose of securing
public confidence and efficient management, adequate for properly run-
ning these banks. Conditions may be so different in Madras as to justify
such a course, but so far as the United Provinces is concerned the time
is far distant when we can do away with individual shareholders. We
also hold that coopted directors with no stake in the bank are not likely
to evince that amount of interest and attention as can be expected from
shareholders.

The Committee has entered into a very interesting discussion on the
question of voluntary versus compulsory membership in village societies
and has in this connection remarked that “Compulsory Co-operation is a
contradiction in terms and we do not hesitate to rule it out as being im-
practicable.” While agreeing with the Committee that persons should
not be compelled to join a co-operative society against their will, we see
no contradiction in reconciling ourselves to the following statement in
the note of dissent of Sri K. Bhashyam: “To make Co-operative Move-
ment a success there are only two ways. One is to make the society an
attractive and advantageous business so that every resident of the vil-
lage will voluntarily become a member of the society. The other is to
devise measures and produce conditions so that the villager has no other
recourse but to join the co-operative society.”

‘Tt is to. the latter method, we believe, that the Committee has taken
objection on grounds of principle. We fail to notice any sacrifice of co-
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operative principle in the suggestion of Sri K. Bhashyam who believes
that both in the interest of the agriculturist as well as the movement
some drastic measures for “sterilization of credit of agriculturists out,-
side the movement” and prohibition of mortgage of their land to other
than co-operative societies is absolutely necessary. We, however. doubt
if the time has come for enforcing such drastic measuré, ’

With the following suggestions of the Committee we find ourselves
in complete agreement: — .

(a) deserving defaulters should be given fresh finance, (b) the limit
for unproductive expenditure should be fixed for each me’mber (c) ad-
vances and recovery in kind may be encouraged in suitable pl’aces and
}(ld) short term or working credit should be the first charge on the

arvest.

The Committee recommended that the entire audit staff of the Co-
operative Department should be constituted into a distinet branch and
differentiated right through from the administrative branch and that a
qualified auditor of the status of a Deputy Registrar should be attached
to the Registrar to control this audit staff.

We entirely agree with the recommendation and suggest that similar
arrangement may be made in the United Provinces.

“These (Women's) societies were originally intended mainly for
the encouragement of thrift among women but they have subsequently
been permitted to start cottage industries.” They are ‘still feeling their
way’ not only in Madras but in other provinces too. The desirability of
ipteresting women in co-operative work is recognized on all hands, but
the pity is that we have not yet been able to chalk out a suitable ’plan
for the purpose. The Punjab gave us the lead in the organization of
ladies’ thrift societies, but the idea of thrift alone has not appealed to
onr womenfolk and now for some time past introduction of cottage
industries has been suggested. The Committee has not go;e
beyond making the suggestion. We believe that a proper approach to
the problem has yet to be devised. The question demands a much more
sustained attention than it has yet received. Our women have to be
converted to the co-operative faith.

The recommendation made by the Committee for the spread of
knowledge of co-operation is too modest to be effective. Lessons on co-
operation should be included in the text books of our primary and second-
ary schools and co-operation must be made a part of the course in civics
both in the Vernacular Middle and High Schools and should alse be
taught in all teachers’ training Schools and Colleges. It is for the co-
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operators of the country to devise some suitable methods for inculcating
the spirit of co-operation among boys and girls while they are still young. -

The Committee in its proposals for the amendment of the Act in-
tends to do away with the restriction as to residence in the area of opera-
tion of persons joining a co-operative credit society, (Section 7) in view
of the practical difficulty experienced in defining ‘Residence’. This is a
serious change, nowhere contemplated in India and if given effect to .
may lead to serious consequences, '

Amendments to Sections 10 and 12 (2) propose to take away the
‘discretionary power of the Registrar in the matter of registration of socie-
ties and amendment of by-laws on the plea that it is “too wide”. We
have no objection to the other amendments suggested but believe that
the change of word ‘shall’ for ‘may’ takes away a lot of responsibility
from the shoulders of the Registrar and opens the door for the starting
of bogus co-operative institutions, which by the mere satisfaction of
the letters of the law may come into existence, not to serve the interests
of the movement but only to serve the interests of a few interested per-
cons. We are of the opinion that the change may lead to many abuses.

Voting by proxy has, except for elections, been abolished altogether
by the amendment proposed to Section 17 on the ground that it is_un-
co-operative. In societies with a wide area of operations voting by proxy
seems essential. There should be some room left for the by-laws to pro-

*vide for it, if the circumstances of the society warrant, The casting
vote of the Chairman has been sought to be replaced by “Casting lots.”

By converting the “prior claim” of the society into ‘charge’ in Sec-
tion 21 (2) the Committee wants Madras to fall in line with Bombay and

Bihar,
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The Co-operative Movement in India has been from its inception so
much identified with the Raiffeisen credit system, and this has been held
up as the highest ideal for an agricultural country, that the suggestion
of any departure from its principles is looked upon with disfavoﬁr if
not intolerance. Any radical revision of the system is frowned upon7 in
the spirit of a heresy hunt. The eleven principles of Raiffeisen have not
been subjected to such a rigorous examination in the light of social' and
economic conditions in India or elsewhere, as the seven principles of
the Rochdale Pioneers have been in the national and international co-
operative circles in Europe. To those who are familiar with the litera-

tur.e on the lat’_cer, charges of lack of co-operative spirit or character
which are bandied about in our country, have a familiar ring ,

. Behabﬂitaﬁon.—The Vijayaraghavacharya Committee on Co-opera-
tion in Madres has made a very detailed and frank analysis of the work-

* ing of the ten thousand and odd rural credit societies in the province -

and suggested some methods of rehabilitation, only one of which is novel
and has naturally provoked controversy. All agreed to ébéli:i v £
penal interest, extension of time, recovery of arrears in kind (‘): n(t)-
A purchase,’ on the Burma model, of lands by those who have had 'to . r
render them, and to the writing off of bad debts. Tt is for tﬁe last -
pose that the suggestion was made for the creation of a pool ofprl:‘—
reserve funds accumulated by the primaries in the area of a central b l(:
and by the central bank concerned. There was opposition to a co an1
sory po?l;. ﬁna!ly a temporary voluntary pool has been recomrﬁ:;g:d—
Even fhls.ls objected to by a few as stretching the co-operative principl '
of mutuality too far—to ask not only the central bank, which has acg)ag
debt reserve, but also the sound and prudent societies to go to the r
of the bad and imprudent ones. We do not know how the central ;‘Sﬂlie
and ‘the better-off societies will react to the appeal for voluntary ;2615

P'rogramme of Expansion.—The Committee has drawn up an im-
pressive programme of expansion to be carried out in five to ten years
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so as to bring every village within the co-operative fold, while so far only
twenty per cent of the villagers in the province have had any kind of
co-operation. An intensive campaign for increased membership of |
societies is recommended to be launched with a view to eliminate money-
lenders in a short time. The Committee, however, does not favour com-
pulsion of any kind in enlisting members, as it would be ‘unco-operative,’
though two members plead strongly for some kind of compulsion as
otherwise the goal could never be reached.

The need to cover the whole country with co-operative credit socie-
ties was felt to be all the more urgent on account of the undoubted
shrinkage and grave abuses of private credit in rural areas after the en--
actment of debt relief measures. The Government which appointed the
Committee was indeed very anxious to expand the movement, if neces-
sary in a modified form. The Committee thought it necessary to give
a new orientation to the system so long tried but found woefully poor in
achievements for one reason or another. The drastic departures that it
has formulated with a wealth of reasoning and data are worth a detailed
study, though we may not agree with all its conclusions. They relate
to (i) the area of operations, (ii) the nature of liability (iii) the func-
tions and (iv) the employment of paid staff.

The Committee is not in favour of small village societies; it sug-
gests the amalgamation of existing smaller societies and recommends the

‘organisation in future of one society for a group of villages within a

radius of three to five miles, according to local conditions. A large vil-
lage may have a society of its own, The Committee wants the village
co-operatives to take up actively other economic functions in addition
to that of supplying credit, to which societies have been so far confining
their attention in spite of the multiplicity of aims professed in the by-laws.
This is not a violation of Raiffeisen principle at all; it is rather a closer
adhesion to it. The Committee expects societies to introduce' improved
methods of agriculture and promote subsidiary industries. The most
heterodox suggestion of the Committee is that the liability of rural cre-
dit societies should normally be limited, but the Registrar of Co-operative
Societies may permit unlimited liability, if local opinion and other cir-
cumstances warrant a change. Raiffeisen would not look at limited
liability. The enlarged multi-purpose societies, the Commiitee says,
must engage competent paid clerical staff and not depend on honorary
service for the discharge of technical duties, while Raiffeisen looked to
honorary workers for everything except clerical services.

Let us examine each one of these recommendations in the light of
the lessons of history, of the views independently expressed by some
members of the Committee and of the evidence submitted by co-operas
tors. ' : '
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Area of Operations.—The Raiffeisen rule was ‘one village, one
society,” as such a’limited area alone would unable members to know
- and control one another and undertake unlimited liability, which in
turn was expected to foster mutual knowledge and control. Wider area
was out of the question as long as unlimited liability was insisted on;
and this was done even after the law in Germany permitted limited lia-
bility. Raiffeisen regarded as fundamental that the members should
“live under similar conditions and have active economic and social
intercourse with one another.” This was possible only in compact vil-

lages as were found in the South and West of Germany, where small -

holders with scattered holdings lived together in villages and not in
separate farm houses in the midst of compact holdings as farmers did in
England. The minimum and maximum of population that Raiffeisen
and his followers permitted for the operations of a credit society were
400 and 2000.! Conditions of transport in the days of Raiffeisen did not
permit {ree movement and contact between neighbouring villages.

Following are the grounds on which the Committee has recommend-
ed the amalgamation of existing small societies, or the organisation of
a new society, in villages within a radius of three to five miles. Most of
the existing credit societies are moribund; 90 per cent of them are ecither
bad or indifferent and cannot be pulled up, if they continue to be small
units. 50 per cent of the societies worked at a loss of Rs. 20 lakhs. The
deterioration of societies has been due, apart from personal causes and
the economic depression, to the growth of other types of co-operative
societies which have taken away a good deal of the sound credit transac-
tion: the land mortgage banks, loan and sale societies and special crop
societies of cotton, groundnut and sugarcane growers. In recent years
the margin between lending and horrowing rates had heen steadily lower-
ed by higher co-operative pressure and State policy. In the opinion of
the Committee, there was no alternative to amalgamation of the smaller
societies, if co-operative credit should survive. By all means let the
existing bigger societies in single big villages carr‘y on independently
The Committee feels that not all members in societies are fit to continuc;
as members, nor all the villagers fit to be admitted—if considerations of
business and not of philanthrophy should prevail. On the other hand
the Committee is anxious to extend the benefit of co-operative credi‘é
and .other services to the rest of the villages so far untouched. Amalga-
matlo.n and extension of area will bring more transactions and prof;;tcs
especially if non-credit functions are also taken up, and it will be easieI:

'to engage well trained paid staff to assist the honorary office-bearers. A

1. Cahill, Report on Agricultural Credit in Gerinany, pp. 63. 83 and 84
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larger field for choosing the proper personnel for panchayat will be
found, and incidentally local factions will have less part to play in the
choice. Supervision and audit of larger societies in fewer centres would
be more effective. Preliminary enquiry and propaganda will surely be

. necessary if the history of hasty expansion should not repeat itself.

This case for amalgamation and expansion has not convinced two
of the members of the Committee and the Officer of the Reserve Bank
of India (Agricultural Credit Department). They deprecate undue
haste in expansion and the craze for covering the whole province with
co-operative credit. Wider area, they fear, would eliminate mutual
knowledge and control. Character and conduct, as the basis of credit,
would disappear—as though they were the guiding factors so far. Vil-
lage factions, they argue, might be replaced by inter-village jealousies.
The village has so far been the unit of co-operative activity and its peo-
ple have an identity of interests and therefore the village alone could
be the best training ground in business methods. The Reserve Bank

" Officer has been pleading for multi-purpose activities in one and the

same society and is anxious to enlist as many villagers as possible, in
which case transactions and profits will swell and paid staff may be
employed. On this point, one of the members of the Committee dis-
agrees, as he does not like the village society to dabble in different non-

" credit businesses and thinks that the panchayatdars can carry on quite

well all credit work without a paid agency which ‘might take away the
initiative and interest the panchayatdars now take.’ Many lapses from
honest or sound management are, however, mentioned by the same mem-
ber further down in his note, which weakens the case for letting things
alone ; and some of the other objections to the continuance of the existing

' system remain unanswered.

Judging from the volume of written evidence the majority of the
Committee had ample support for their view that amalgamation would
be welcome. Several district banks in the south, as well as in the
north, approved the idea of amalgamation and the extension of the area
of operations of a society within five miles. They were definitely against
continuance of small societies, some of them overlapping, and most of
them working at a loss. Some of the banks said that amalgamation was
already effected in a number of centres, though they were not prepared
to make it universally applicable. Difficulties were created by vested

interests unwilling to part with power and there were sometimes con-

flicting interests in irrigation etc. between neighbouring villages. Amal-

gamation of neighbouring societies with different records of working

would not also be easy, especially with unlimited liability. There were

no doubt some distinguished co-operators and a few district banks which
6
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opposed the idea of amalgamation or extension of area, but there were a
greater number of co-operators, official and non-official, and institutions
in support of the idea, though some of them demurred to the change of
liability from unlimited to limited.

We are unable to share the optimism of the Committee that in the
course of seven to ten years the country could be covered with a net
work of flourishing co-operative societies, without some sort of benevo-
lent compulsion as in the British Dominions, or dictation by a totali-
tarian regime as in Russia and Italy. Not only in Nazi Germany, but
also in the Irish Free State, milk producers have been obliged to be-
come memhers of co-operative dairies and deliver the surplus milk to
them. The Milk Marketing Board in Britain compels milk producers to
become its members, though it is not called co-operative. Whether it is
‘acquiescence in an unpleasant necessity’ or ‘enthusiastic collaboration
in national policy,’ it is not co-operation of the orthodox type. Our
Committee would not even approve of a provision similar io that in
the Bombay Agricultural Debtors’ Relief Act (1939), by which a Debt
Adjustment Board can in making an award call on the debtor, if he is
not a member of a resource society, to become one within a prescribed
time. If he does not become one, the Board is to dismiss the application
for adjustment of his debts. Even to such a slow and indirect steriliza-
tion of moneylenders’ credit the Committee is opposed on principle, and
yet it looks forward to the millennium in a decade.

If the history of co-operation in other countries is any guide to us,
there is no need to lament the pace of our progress, at any rate in the
number of societies. In Germany there were only 30 societies at the
end of the first 30 years and after another 30 years of effort, the number
went up to only 17,000. In Austria, with a peasantry even more organi-

sable than in Germany, there were 12,000 societies at the end of the first
60 years.

A hasty multiplication of societies is bound to have its repercussions
on quality. The Reserve Bank rightly insists on a careful selection of
villages for organising multipurpose societies ; but it does not lay enough
emphasis on a rigorous selection of members in each village society. It
is anxious on the other hand to find in the society ‘a place for every one
in the village’ and ‘to raise the lowest to the level of the most efficient.’
Mr. Wace, the Registrar of the Punjab, not long ago wrote: “If the
history of co-operation in the Province has taught us anything in the last
30 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
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trusted with a co-operative credit organisation.”? We believe that this is
applicable to a much greater extent to our province, where the ryots have
smaller holdings and in many parts more precarious sources of water sup-

ply and in some parts less secure farming, and soil less fertile and homo-
geneous,

A small unit may have its value in promoting mutual knowledge
and control and in offering ample scope for proper co-operative training,
but from the point of view of the existence of really worthy members
may be too small for any kind of transactions to be done economically.
Again it is not to be taken for granted that “the village in India (as at
present constituted) has been a unit of corporate activity.” How elu-
sive and indefinite the simple term ‘village’ is and how artificial the ‘re-
venue village’ is may be seen from the following remarks in the Census
Report of Madras for 1931 (p. 53).

“The term ‘village’ used in these statistics does not connote in any
sense a normal residential unit. In a ryotwari area...... the village
must for all practical purposes coincide with the unit of revenue admini-
stration. That may on occasions coincide with a formed habitation-unit;
but need not necessarily do so and in fact rarely does. The ryotwari
administrative village is essentially a charge entrusted to certain officers.
From this it follows that a village may not even be consistent in itself,
and villages in the past frequently varied according to retrenchment and
expansion in the staff of village officers.”

A village is often not a geographical or social entity by itself, it is
a cluster of hamlets scattered round about a ‘kasba’ at varying distances.
There are marked cleavages among the peoples occupying these hamlets
based on creed or social status. There is not much cohesion or identity
of interests among the Hindus and Muhammadans inhabiting the same
village or the caste Hindus and the depressed classes, especially as the
latter almost always happen to be mere labourers or tenants-at-will,
The Committee has thought it necessary to recommend separate socie-
ties for the benefit of the scheduled classes in view of their special cir-
cumstances. In many villages these poor people constitute 2
considerable proportion—20 to 50 per cent of the population.
In parts of the Ceded. Districts a village has a few big
families with a number of hangers on and labourers. In the West Coas;.,
as in Bengal, the village hardly exists; it is just an extent of country in
w_hich houses are dotted all over. Tt is not clear why in the face of
these facts any one should cling to the dogma of ‘one viﬂage one society.’

2. Year-Book of Agricultural Co-operation, 1939, p. 450.
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Functions of Societies.—The Committec is keen on the enlarged
credit societies multiplying their activities so as to carry out the triple
programme of “better farming, better business and better living.”
Attention is drawn to the existing bylaws of credit societies permitting
- pon-credit transactions like purchase of agricultural and domestic
requirements and sale of produce and the dissemination of the know-
ledge of the latest improvements in agriculture and handicrafts. The
Committee adds the supply of electric power, collective farming and
everything that will increase the income and purchasing power of agri-
culturists. It is only where industries require special technique, finance
or markefing that separate institutions are advocated. The Comntittee
hastens to add that societies should have a simple constitution and
simple accounting and should avoid regular trading in speculative enter-
prise. It sees no harm in a society undertaking supply to members on
the indent system; especially of agricultural requirements like seeds,
fertilizers and of clothing. As for sale, the society is not expected to
store produce but arrange the sale and pay the member the proceeds
minus his dues to the society. All this is simple enough to understand
and we appreciate the restraint of the Committee in limiting the func-
ﬁons of the societies to the satisfaction of the economic needs of mem;
bers and not tacking on a number of civic and social functions.

This is all in the Raiffeisen tradition no doubt, and as the Committee
says multipurpose is no new idea even in India; the germ of it was in the
bylaws of credit societies. Only very few societies strove to fulfil any
of these secondary functions. For instance, in 1938-39 all the credit
societies in the Province bought on behalf of members agricultural and
other requirements to the value of Rs. 6,681 and sold on behalf of mem-
bers produce to the value of Rs. 1,166. The hiring of machinery and
improvement of agriculture or handicrafts were scarcely attempte(i .

It was Raiffeisen’s idea that the village bank should be “directly or
indirectly the centre of village life. In the society were to be concen-
trated in effect the economic forces of the village community.”

But i-
ence proved that while especially the L oxper

: _ supply of agricultural requisites
may be suitably carried on as a department of the village 'banl‘;l other

co-operative undertakings involving technical skill in their m
and considerable capital liabilities are best taken in hand by societies
independently constituted.”® Later on (1920) the success 6f Ra‘fcf s n
societies led to their extension into trading and other activitieslwzzf'e
control was not easy and hence a number of societies had to be liquidated
And now opinion has settled down to the view that supply, and at a;
smaller extent sale, can alone be taken up as side lines by creai,t societ‘iaes

anagement

3. Cahill's Report, pp. 68-9,
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Nicholson recommended among the objects of credit societies “the
stimulation of and assistance to associations for co-operative production,
sale and supply, either by the grant of advance or by establishing them
as branches with, however, liability and accounts wholly distinct from
that of the parent society.”* It is more a moral than material aid that
he contemplated. The Maclagan Committee blessed the idea of combina-
tion of functions with credit societies and specially those for the supply
of seeds and implements, but did not like a society to became itself the
owner of the commodities handled but should preferably buy or sell on
commission.5* The Townsend Committee placed more faith in separate
societies for non-credit work.

The Reserve Bank of India (Agricultural Credit Department) has
been for some years past advocating in a series of Bulletins the develop-
ment of multipurpose societies to look after all the wants of the agricul-
turist and improve his economic condition. Starting with credit, it should
take up supply of requirements, marketing and even processing of pro-
duce. The difficulty about the advocacy of the Reserve Bank is its want of
clearness or emphasis on the method or area of operations as regards
some of the functions, especially marketing of produce. The Reserve
Bank Officer in the course of a statement to the Committee at Coimbatore
said, “If the society is going to take up so many activities, its profits from
a village would be sufficient to maintain its staff; there would certainly
be increased income as a result of increased activities.” There is nothing
in this statement of the Officer that the village society should do non-
credit business only on agency basis. It is in the course of examination
that he accepted the idea that the village society should not do this parti-
cular work (marketing) and it is necessary to have bigger groups of
societies for marketing and the limited liability principle should be
observed for granting gold and produce loans. When some inconsisten-
cies in the Bulletins of the Bank were pointed out at the last Registrars’
Conference at Delhi, the Officer repudiated the charge and said: “no
where has the Reserve Bank said that the primary village society should
undertake trading on its own account...... Tt has always said that it
has to be worked through some other agency and it is obvious that a
small village society cannot do it.”®

If one function after another were to be discharged as an agent
without any financial risk or external evidence in the shape of a shop or
godown or factory, how could the village bank claim to be a full-fledged

4. Report on Land and Agricultural Banks, Vol. I, p. 172,
5. Report, p. 9. .
6. Proceedings of the 13th Conference, p. 83,
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multipurpose society? We were told in a bulletin “Village banks of the
nature advocated here will obviously be more difficult to organise, ad-
minister and supervise than were credit societies. ‘Those who are to be
entrusted with this work will have to be much better equipped for the
purpose. .....”"7 And we found in the Statutory Report issued by the
Bank in 1937, that 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 development was considered as essential preliminary to the
development of the bigger sale societies.

After the first flush of enthusiasm raised by the bulletins of the Re-
serve Bank in favour of multipurpose societies, there has been considera-
ble amount of scepticism as to the feasibility of a village bank under-
taking several functions, however desirable it may be. This was, for
instance, revealed by the discussions at the last Registrars’ Conference at
Delhi and even more by the colourless resolution that was moved and
passed. The Conference recommended that “Provinces should experi-
ment with multipurpose societies to ascertain more clearly the conditions
under which they are likely to thrive and the form which they should take
with special reference to their area of operations, liability and purposes.”
On everyone of these points, there has been marked divergence of views
in the Provinces, as the Reserve Bank Officer himself admitted.?

A study of the written evidence tendered to the Madras Committee
shows that among co-operators few were convinced of the practicability
of multipurpose societies confined to one village, in view of the lack of
human material within a single village and of the lack of demand for
such services adequate to make their catering economic. Even those
who were wedded to the Raiffeisen principle of ‘one village one society’
and unlimited liability so far as credit was concerned, were definitely

+ for dissociation of credit from other purposes and the organisation of a
bigger society or a trading union, composed of individuals as well as
societies, operating over a wider area with limited liability and engaging
paid staff. This is well brought out in one of the dissenting minutes,

The Committee itself believes that multipurpose societies can suc-
ceed only in a larger area than a village, in which case unlimited liability
is out of the question. We feel that even the enlarged credit societies
should not take up more than one or two functions at the most in addition

7. Bulletin No. 2, p. 61.
8. P.19.
9. Proceedings, p. 58-63,
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to credit. It would be easier to form a single or dual purpose society in
wider areas with a larger clientele. This has indeed been the experience
in European countries, whatever the theory of Raiffeisen might be. We
wish the' Committee had definitely recommended the orgamsation of
single or dual purpose societies in preference to multi-purpose societies,
except in areas where commercial crops like cotton and sugar-cane are
grown. Here the success of growers’ societies with a wider area and
limited liability with the combination of several functions—credit, sup-
ply, processing and sale—has been already proved.

Liability.—The most revolutionary recommendation that the Com-
mittee has by a majority made is with regard to liability. Henceforth the
liability of rural credit socities should normally be limited, but if in the
view of the Registrar, local opinion and other circumstances demand
unlinfited liability, this may be permitted. The majority of the members
who recommend change were not unaware that unlimited lability was
the basic principle of the Raiffeisen system. But they hold that it has out-
lived its utility. Enforcement of unlimited liability in recent years has
caused hardship to non-borrowing and non-defaulting members. It has
kept away the better class of agriculturists, who would bhave been a
tower of strength. Members were found to alienate their properties
fearing enforcement of unlimited liability against them. The percentage
of recoveries to the amount of contribution levied was very small. It
was after all a contributory liability and could not be enforced without
liguidation of the society. It was not so much unlimited liability as effi-
cient management and Government audit that attracted funds. Personal
credit, mutual knowledge and control were not really so operative in
rural societies as they ought to be and the loans on mortgage of land con-
stituted 56 per cent of the loans, while those on personal security were
only 44 per cent in the Province. This showed the unmistakable trend of
diminishing faith in mere unlimited liability in the country; and the
weight of written evidence submitted to the Committee was decidedly in
favour of a change in the system of liability. The majority of the Com-
mittee, on all fhese grounds, want the unlimited liability to be replaced

by limited liability—if necessary by guarantee, though no insistence
seems to be placed on this. :

A minority of the members of the Committee, however, strongly
oppose the change in the system of liability and want the status quo to
continue.. They state that limited liability would in effect be taking out
the linchpin from the co-operative machine, that all mutual knowledge
and control will fly to the winds and that it will give rise to autocracy
and irresponsibility. They point to the safeguards in unlimited liability,
to the softening of its rigour by rules, the smallness of sums for which
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coniribution orders are passed and the care exercised in levying contri-
butions. They fear that the flow of funds would be arrested by the
adoption of limited liability, that landless tenants and labourers and the
scheduled classes in particular would not get any credit as they have no
tangible security to offer. It would throw a great strain on central banks
as they would have to scrutinise every application for loan. Loeal
management of societies would be replaced by centralised contro! and
administration by central banks. They contend that it was bad manage-
ment rather than unlimited liability that.scared away substantial farmers.
They find support for their views in the pronouncements of old Com-
mittees of enquiry, and more than all in the evidence tendered to this
Committee itself by the Officer-in-charge of the Agricultural Credit De-
partment of the Reserve Bank of India. He said: “Unlimited liability
is a matter of necessity and not a matter of choice. If the funds are to
be attracted at cheap rates there seems to be no escape from this fofm of
liability. The present credit society has inter alia foundered on extra-
vagant borrowing and unproductive use of the money borrowed. The
removal of unlimited liability will take away whatever restraint there
existed on the Committee and the members, and the mutual supervision
which is the rock bed of a rural credit society will be replaced by mutual
collusion, which will create difficulties more serious than those with which

-

the co-operative movement is faced at present.” He thought that better )

class people would join societies if the working improved. It was not
liability but mismanagement that scared them away.

We agree with the position taken up by the majority that unlimited
liahility should be exceptional rather than normal for reasons stated in
the course of this discussion though we feel that bare limited liability
without some guarantee will not work. We will revert to this after
examining the objections raised against a change from the status quo
in the two strong dissenting minutes appended to the Report. In one
of them a lurid contrast is drawn between the two forms of liability.
It is said: Unlimited liability is designed to promote ‘each for all and
all for each’ while limited liability nourishes the spirit of ‘each for each.’
The sense of responsibility and discrimination in granting loans which

are now exercised by panchayats would no longer be needed, as the pur--

Pose of the loan and the character of the applicant could not weigh so
much-as his creditworthiness of the sort that appeals to joint stock banks.
Unlimited liability is calculated to remove communal and other acerbi-
ties while limited liability would create economic differences and
deprive the deserving poor of the help they need to rehabilitate them-
selves. With the withdrawal of unlimited liability deposits would not
flow into the movement. Limited liability would in short destroy all
that is best iq village life. All this is unfortunately a picture of the ideal

) . e
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of unlimited liability and not of the actual, as any student of the history
of co-operation in this country knows only too well, and the report and
even more the volumes of evidence reveal to a distressing degree.

The line of criticism in the other dissenting minute is based as much
on expediency as on principle.  We are told that any change from un-
limited liability will ‘deal a death blow to village co-operation’ and bring
in joint stock principles. It is said that mutual knowledge and mutual
supervision were the guiding factors hitherto. There were, it is ad-
mitted, cases of influential panchayatdars grabbing all the loans for them-
selves and their relations and moneylenders getting into committees and
realising their dues; but these were made to disgorge what was due to

. the societies on account of the fear of the enforcement of unlimited lia-

bility. This was a valuable weapon in the hands of central banks, which
they would be very reluctant to lose. The central banks would have to
use more staff, exercise more care and circumspection in granting loans
to societies of limited liability, with the result that transactions would
shrink rather than swell as the protoganists of change anticipate.

These are admissions which are not complimentary to the societies
or banks as they have been run hitherto and are themselves valid
grounds for a change. The Townsend Committee attributed overdues to
“an exaggerated sense of security in the minds of financing institutions,
which is based on a wrong impression of the implications of unlimited
liability and failure to realise the seriousness of the results of enforcing

‘that liability.”1 Mutual knowledge and mutual control and the test of

character and repaying capacity for grant of loans have by no means
been common in our societies. Even the statements of assets and liabi-

. lities of members were kept in a perfunctory state, as most central banks

complained and an ex-Registrar has gone to the length of saying, “I will
merely dispense with them as they cannot be improved upon.”

This is a state of affairs not peculiar to our Province.
In a recent book, The Co-operative Movement in Bengal, Prof. J. P.
Niyogi states : “Loans had been readily granted without proper enquiry

. relying on the security of unlimited liability. Capital asset rather than

repaying capacity was the usual basis for the grant of credit. Even these
assets were not properly estimated.”!! It will be indeed a service render-
ed to central banks, if they are deprived of the temptation to take the line
of least resistance offered by the continuance of unlimited liability.

After all what exactly is the use of this liability, except as a threat
to ignorant men, if it is only contributory liability and that too can be

10. p. 29.
11. p. 100,
7
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enforced only on the liquidation of the society before which substantial
members could alienate their land ? What was meant as a safeguard in
the 1952 Act has been abused by members of societies, while on the other
hand allegations have been made against liquidators that they used their
power to satisfy their private or party grudge against individuals who
had not defaulted or even borrowed. The helplessness of central banks
in the face of the provisions of the above Act had heen brought out fully
in a communication to the Press by a member of the Committee, who
was for long connected with the Co-operative Department and retired as
Registrar. He pleaded for the amendment of the Act in such a way as
to enable the central bank to proceed against a defaulting society effec-
tively (and) to proceed against individual defaulters in primary societies
if the latter fail to take action against them.!2

So much for the safeguards. If liquidators have not been more
numerous nor contributions heavier, it is largely due to the difficulties of
liquidation and the difficulty of realising larger amounts in most cases.
Solvent ryots have in recent years withdrawn from societies in most dis-
tricts. Though some over-rich ryots may play havoc, the movement does
stand to gain a good deal by the admission of ryots, solvent but of mode-
rate means, whose demand for loans will not be so great as their demand
for the supply of agricultural requirements which all rural societies can
undertake on an indent basis. )

Another objection to the limitation of liability is that people without

property to pledge—‘the large body of tenants, artisans and members of *

scheduled classes’—will be denied loans. The Committee has recom-
mended that “in view of the special circumstances of the scheduled
classes, there is a necessity to have separate societies for their benefit,”
~ though they may also be allowed to join other societies. Similarly sepa-
rate societies have been recommended for artisans as their problems are
peculiar.!® But have the scheduled classes and tenants and artisans been
really benefited to any marked degree by the unlimited liability societies
so far? Has the lofty ideal of the ‘capitalisation of honesty and capacity’
had any practical value, so far as they are concerned? It was a member

of the Committee who wrote in the Madras Journal of Co-operation, even ’

when it was sitting, that the Co-operative Movement in Madrad is a
landholders’ and middle class movement; it has hardly touched the
labourers or tenants, who still borrow from a neighbouring landlord or
the moneylender at excessive rates.* In fact the better solution would

12. The Hindu, 9th August 1938.
13. Vide also The Maclagan Committee on Co-operation, p. 17.
14. September 1939. pp. 135-142.

.
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be to organise limited liability societies and extend credit ¢o them on the
basis of crops standing or to be raised. There is no.doubt some risk in
it, but limited liability does not eschew risks.

To dub all limited liability societies as joint stock institutions with no
co-operative ideals or practices to their credit is a travesty of facts even so
far as our country is concerned, not to speak of the splendid limited lia-
bility credit and non-credit activities in other countries. The consumers’
movement is all over the world run on limited liability basis, even where
credit sales are permitted to members, which is itself a departure from the
Rochdale rules. No one calls them less co-operative on that account at
present. All our urban banks and stores are run on limited liability,
and they are doing a lot of co-operative service to the poor and the

‘middle classes. Unlimited liability societies cannot arrogate to them-

selves all co-operative idealism or practice, while they are far less effici-
ent and render much less service to their clientele. Though thesc are ten
times as numerous and have for long monopolised the attention of the
Co-operative Department and leaders, their transactions are less and over-
‘dues much greater. It cannot be said that in villages members could
Jot be found.with status and resources equal to those of the average
of members in urban credit societies. It is really the organisation and
the nature of the constitution that are to blame to a considerable extent.

The report has drawn attention to the misgivings that the late
Mr. G. K. Gokhale expressed as regards unlimited liability, when the:
first Bill on Co-operative Societies was discussed in the Imperial Legis-
lative Council in 1903. His statement was categorical, and there is
nothing ‘taken away from the context’ in the following. He said, with
a prescience characteristic of him. “Unlimited liability is a principle
which our raiyats in many parts of India can scarcely be made to under-
stand. .. .this is to them an entirely foreign idea, and in most parts, it is
to be feared, would deter people from joining such associations. Res-
ponsibility in equal shares on the common partnership principle may be
bettter appreciated and would be enough for a start. .. .it will be a mis-
take to aim at too much in the start. Insistence on such a principle
would keep away from new societies those very classes whose help to
co-operation would be indispensable.”1%

15. Gokhale’s Speeches (G. A. Natesan), p. 279.

The late Mr. V. Venkatasubbaiya, than whom Madras has not had a
more genuine co-operator, once told the writer of this paper that in the
early days of the movement when he went out to organise societies and
explained the implications of unlimited liability he could not succeed in
forming more than a few societies, while friends who-did propaganda succeeded.

.
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In one of the dissenting minutes it is suggested that the agitation for
the change was confined to the Northern Circars, while the Tamil dis-
tricts, which have more co-operative societies, have not asked for any
change, nor the Ceded districts. “The Tamil districts are solidly for the
reténtion of the unlimited liability in village societies.” This is not seen
from the volumes of evidence. Analysis of the answers on the categori-
cal questions asked reveals the overwhelming support to the change.
Limited liability is favoured by 58, while only 25 favour the retention of
unlimited liability. The support is by no means confined to the co-ope-
rators of the Circars. Representatives of two central banks of Ceded dis-
tricts and four or five Tamil districts and of Malabar have also express-
ed themselves against unlimited liability and are in favour of some
change. There are veteran co-operators in the south who are far from -
satisfied with the working of unlimited liability. Some of the answers
specifically refer to the need for limited liability to be reinforced by sbme
guarantee or safeguards with a view to inspire confidence among credi-

tors. It cannot be maintained that there is no opinion in favour of a
change outside the Circars.!6

better. He wrote as Editor of the Madras Journal of Co-operation in 1935:

‘Unlimited liability has not yielded, at any rate in our country, the moral »

and m:aterial results thai were expected of it. Nor is it easy of enforce-
ment in practice. It has not proved a greater guarantee to the creditor
against loss than limited liability. On the other hand it has the serious dis
advantage of keeping out intelligent and propertied men from societie: 11:
would have been invaluable in managing them efficiently, The facst, ‘th;la(:
everywhere in our country limited liability societies are more efficient
should open our eyes to the superstitious regard we have for unhrthd
liability. Unlimited liability should become the exception and not the rule
as is the case in our agricultural credit societies.” ° °f

_ 16. Here :.are.some excerpts from the answers of authorities in Cental Banks
in southern districts on the working of unlimited liability : —

. .1.- "‘Unlimited liability is only in name. It is so hard to enforce .lIt
is no liability at all. Limit guarantee to ten iimes share capital to members' »
2. “Enforcement of unlimited liabilit i ,
y has
agriculturists. shaken the faith of good
» 3. “The system of unlimited liability, far from compelling that amount
;)f vxglllance orlxt t(}lle part of each member on the financial position of his fellows
as only resulted in penalising a few for the fault of th ’
their indolence.” te © many by reason of
4. “In areas where unlimited liability has been enforced some of the
well-to-do mt?mbers are averse to join a society and some who are already mem-
bers are anxious to leave it. The society could be better run with these men
on the management. In practice it is impossible to enforce unlimited liability
on a large scale. That will bring the whole movement into disrepute. What
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Gratification is expressed in the two dissenting minutes on the resolu-
tion passed by the 13th Conference of Registrars of Co-operative Socie-
ties at Delhi in December 1939, on the motion of the Officer of the Reserve
Bank. “Agricultural credit societies, other than multi-purpose socie-
ties. .. .should ordinarily continue to have unlimited liability but scope
may be given for experiments with such societies with limited liability.”
This is surely more compromising than the attitude taken up by the
Officer before the Madras Committee, where he would not budge from
the Raiffeisen standpoint in respect of area, purpose, liability or honor-
ary service. An amendment was moved at the above conference to this
resolution asking for “freedom for registration of societies. . ..cither on
unlimited or limited liability basis according to local co-operative opi-
nion.” This was discussed at considerable length in which Registrars of
Provinces and non-official leaders participated. The Registrars of the
Punjab and Bengal and a non-official leader of the Punjab were the
only unreserved supporters of the original resolution, which itself is not
pure Raiffeisenism. On the other hand, the Registrars of Bihar and
Baroda and a Special Officer of the United Provinces Co-operative De-
partment and two non-officials spoke wholly in favour of the amendment
proposed, and exposed the working in practice of unlimited liability.
The Registrar of Bombay was in agreement with the amendment but
wanted time to come to a definite conclusion.!?

plays the more important part is the fear of the consequences of enforcement of
unlimited liability.

“The bulk of deposits is from local bedies, charitable and religious institu-
tions, reserve funds and other funds of primary societies. The preference shown
by these institutions is not due to a knowledge of the nature of liability in pri- .
maries. Individual depositors are led by rates of interest and by the connec-
tion of Government with the movement. The form of liability has very little to
do with the confidence of the investing public and the inflow of funds.”

Co-operators who have had ample experience of the movement since its incep-
tion have expressed views like the following:

“The present constitution may be done away with as unlimited liability
scares away influential people. Limited liability with guarantee may be organised
to bring in better human material for management.”

“ Unlimited liability is a thing of the past, it has no living force.”

17. It is worth noting what the Registrars had to say of the working of
unlimited liability: — )

(1) The Registrar of Bihar said: “I have invariably found that the
original aims and objects of unlimited liability have been completely frustrated—
at least in Bihar and Orissa. (It) has not kept out undesirable members nor
has it given courage or power to the few solvent members in keeping down
reckless financing. The result was a number of the more solvent members were
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Even the speakers in support of unlimited liability, including the
Chairman, Sir M. Darling, conceded the need for experiment with limit-
ed liability. After the persuasive speech of the Chairman, the house
divided, 17 voting for the amendment and 17 against. The Chairman
gave his casting vote in favour of the original resolution, which was thus
carried! This is not a triumph for unlimited liability.

An impression has been created in one of the minutes that in all
agricultural countries unlimited liability is the only basis of village co-
operatives. Denmark is cited as the best instance. It is a statutory
obligation on rural credit societies only in certain countries in Europe:
Germany, Austria, Ireland. The law permits any form of liability in
Denmark, Holland, Finland. But these countries have adopted unlimited
liability as a general rule. In fact in Denmark it is adopted for trading
as well as credit societies, for central as well as primary societies, which
is unsound in theory. Recent opinion is in favour of doing away with
this ‘ideal’ of joint and several liability.1® Tt must also be known that
Raiffeisen credit has played little or no part in Denmark, which is a land
of dairy farmers, who are in receipt of income once a fortnight.

Even in Germany, the home of Raiffeisen societies, the tendency is
said to be more and more in the direction of limited liability. There

have been other fundamental departures from Raiffeisen which need -

kept away from these societies. Reconstitution of socicties is not possible if un-
limited liability were enforced.......... ”

(2) The Special Officer of United Provinces Co-operative Department
was “strongly in favour of the substitute resolution. He wondered whether other
types of societies based on limited liability should not be deemed ‘co-operative’.
After all in the Punjab too, the main criterion for credit limit was the property
of a member. It was only limited liability that would attract those who have
so far kept away from the village societies.”

(3) The Registrar of Baroda said that the Act should be amended to
give greater freedom to Registrars. “Unlimited liability has not saved the socie-
ties or the Central Banks and in some instances even the Provincial Bank from
the plight in which they find themselves after seven or eight years
of depression...... In all the Provinces and all the States the societies are in
a moribund condition. The banks find it very difficult to meet the depositors.
Unlimited liability does not help us. Let us try an experiment with limited
liability.”

(4) The Bombay Registrar said that “in actual practice unlimited liability
is not such a help to the financing agencies or the banks as is generally imagined”
Still some banks hesitate to help multi-purpose societies which Bombay had
begun to organise on limited liability. “Members do not exercise the interest
which one is expected to do in view of the unlimited liability..... . The advan-
tages which are expected from unlimited liability are largely illusory.” .

18. Report of Enquiry on Co-operative Enterprise in Europe (by
an American Committee), 1937, p. 185.

.’
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not be dealt with here. Holland had an excellent system of Raiffeisen
credit. Dr. Weststrate, whom the writer of this paper saw in November
1937 at the Raiffeisen Central Bank at Utrecht, said that since the depres-
sion only two affiliated societies had failed but there was no need to en-
force unlimited liability, He wrote soon after in 1938: “Use of this lia-
bility impairs the support of members and the feeling that co-operation is
valuable to them....We have realised that a sound economic purpose,
good organfsatjon and good management are much more essential to the
well being of co-operation than the most complete liability of members,1?

In Ireland credit societies had been organised by Horace Plunkett
and his co-workers on the Raiffeisen model for the economic betterment
of the emancipated peasants. But these societies failed more than any
other type (creamery, supply). The Commission on Agricultural Credit
(1912--4) recommended the revival of credit societies but pointed out
the difficulty in attracting the better off farmers to a credit society with
unlimited liability and so proposed the formation of societies also on
limited liability. They did not succeed, because of the lack of busi-
ness ability among farmers and of the credit supplied by creameries and
the credit extended by supply societies.?0

France has had an extensive system of rural credit with the Caisse
Rural as their apex bank in Paris and Regional Banks all over the coun-
try like our District central banks. The basis is generally limited liabi-
lity and societies depend for everything on Regional Banks which raise
deposits and sanction loans.

Japan, it is said, tried limited liability for a time but “has come back
to the old moorings of safety.” The fact is, Japan has after trying limit-
ed liability amended her law again in 1932 and directed the limited lia- -
bility societies to adopt unlimited or guarantee liability. It is the latter
form that has been adopted by 64 per cent of societies, while only 6
per cent of societies retained unlimited liability.?!

It is not necessary that we should follow any model rigidly, though
we may have much to learn from every model. We should adopt the
methods suited to our requirements and are within the grasp or prospect
of realisation by our people. Limited liability is now well understood

" and is an easier ideal to follow. But it is possible to couple it with.a

19. Year-Book of Agricultural Co-operation, 1938, p.

20. Agricultural Co-operation in Ireland (Horace Plunkett Foundation), p. 374.

21. Development of the Co-operative Movement in Japan, Report by the
Central Union of Co-operative Societies, 1937, p. 12.
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guarantee, so many times the value of the shares held by a member,
which in turn should be in proportion to the maximum credit allowed
to him on the basis of assets, income and repaying capacity. Some such
system was in vogue in parts of Germany like Pomerania' and Saxony
which Cahill has described in his report.2?

Mere personal security, in whatever farm, is not likely to inspire
creditors, who are mostly outside the rural tracts where borrowers live,
There is no reason why in Madras a society should not jnsist on each
member pledging just a piece of land as a continuing mortgage on the
basis of which an overdraft account may be opened and sums drawn or
repaid to the society. Objections on grounds of difficulty of enquiry into
the title and the value of land, of the lack of liquidity, and of the sense
of false security it may inspire are all over-rated. There are such risks
in every system. But this seems to us to be the least difficult and most
easily understood, at any rate in Madras, where rights in land are not so
complicated. In fact mortgage security has become so common in
Madras that there is no need to put up a special defence for it, as a former
Registrar had to do in 1915 after the Maclagan Committee made some
adverse comments. This seems to be the only easy way of attracting
funds from the public and should be given a full trial,

The landless classes can pledge a house or jewels or any other visible

property like standing crops, etc., and receiveé loans required. In weli’

known cases, loans may be advanced on the basis of character and
personal surety. It is neither their want of capacity nor of will to repay
that is the cause of overdues so much as the lack of an agency to go
round continuously day after day in the season to collect the dues.
Where this has been well provided for, there has keen little difficulty in
lending or recovering.

Honorary Service.—It was a fundamental principle of Raiffeisen
societies that the services rendered by the Committee of Management
should be absolutely gratuitous. The accountant alone, generally the
village school master, might be the only paid official and if so, he should
not be a member of the committee. The remuneration should be small
for the part time work done by him. The very act.of administration
was expected to develop in the members of the Committee a most use-
ful and enlightened public spirit. Societies were “not merely centres
of economic but of social and even of moral progress.” The Maclagan
Committee had no objection to the village school-master being chosen
as secretary and paid a small remuneration; but he should be kept to pure-
ly clerical work and should not be allowed to take into his own hands

22. Page 86.
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any of the functions of the Committee. It was not advisable to have
one secretary for a group of societies, as it would tend to make him too
powerful. No remuneration was contemplated for panchayatdars.2® The
Townsend Committee was agaist payment of panchayatdars, except in
respect of clerical work done by the secretary who should be paid a
small fixed remuneration—not depending on profits or loans granted
which provided a temptation which should be avoided. If the work was
done by a clark, he should be similarly paid a fixed sum.

Definite questions were asked by the recent Committee on the need
for and the mode of payment of clerical services, on the working of the
system of honoraria to office-bearers and on the advisability of the
appointment of group clerks for a small number of societies. The ans-
wers reveal a painful unanimity of opinion on the breakdown of the

- purely honorary system. Accounts have seldom been written up pro-

perly by any of the panchayatdars. It is often supervisors that have to
do it; and in many cases they have had to undertake the work of corres-
pondence also. The financing banks are naturally most annoyed at the
slackness and inefficiency in the societies that have borrowed, and al-
most all of them distrust the honorary system in any form. If the exist-
‘ing system of small societies, each confined to one village, should
continue, it would, in their view, be necessary to engage a full-timed
group clerk for a small number of societies. Already in some districts,
bigger societies are employing clerks or paying the village schocl-master
or karnam (accountant) to write up the accounts in spare time for a

. small fee.

There are, however, many societies where accounts are written up
in an unsatisfactory manner by one or more of the panchayatdars, who
are allowed to get honoraria, based not on profits earned but on the out-
standing loans in the year ended. This has induced some of them to
keep down repayment of loans at the end of the year, so as to ensure
larger honoraria for themselves. It has been suggested that payment
might be made on working capital or loans disbursed. But this
might lead to the granting of loans even more leniently than before.
Payment according to deposits received, recoveries made or profits
earned might, on the other hand, mean little or no remuneration for all
the work done. It is, therefore, best to fix a small remuneration accord-
ing to the work to be done in particular societies. Puyrely gratuitous
service cannot be expected in respect of scriptory work.,

23. Report, p. 18.
_24. Report, p. 44.

8
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Several answers, as already pointed out, are in favour of amalga-
mation of small societies and consequently for the appointment of a full
time trained staff to do not merely accounting and correspondence work
but to do effective and continuous propaganda from village to village
for carrying out the non-credit functions they are to take up. If trans-
actions increase as a result of the grouping of villages and the lifting
of unlimited liability, it will be both necessary and possible to engage
a good paid staff. There will still be ample opportunity for the new
panchayatdars to exercise the functions of general direction’and do pro-
paganda in intimate circles.

Conclusion.—We have in these pages pleaded for a more realistic
reconstruction of the rural co-operative credit organisation than has
-been championed by what we may call the Neo-Raiffeisen school of co-
operators in India. In the light of the limitations disclosed in the work-
ing of the system in the last 35 years in our country, it would be unwise
to continue to indulge in vague ambitious phrases on impossible ideals :
‘one village one society,” multipurpose, unlimited liability and gratuit-
ous services. We should be content for the present with one society
for a group of villages, undertaking a few definite functions, based on
limited liability strengthened by guarantee or mortgage of land and em-
ploying well-trained paid staff for all routine functions.

Whatever co-operative enthusiasts—official or non-official, profes-
sional or dilettante—may say, students of economics who are interested
in co-operation as the best known method of agricultural organisation
have to bear in mind the following grave warning uttered by Marshall :

We have to study mankind as they are. We must not picture to
ourselves an unreal world, as it might or ought to be, and make schemes
for it. That way lies social madness, leading to a failure of hot aspira-
tions and then to cold reaction.

THE BENGAL CO-OPERATIVE SOCIETIES BILL 1940
By

SaTtyaprrrva BanerJee MLA,, B.L., M.L.A.
Calcutta.

The Bengal Co-operative Societies Bill is still on the legislative anvil.
It has a history of its own. For a pretty long time past, need was
being felt for a provincial co-operative Act to govern the Co-operative
Societies of Bengal, and it was during the fag end of the tenure of
the Government of Bengal under the Montagu-Chelmsford Reforms in
1936 that the Government had a bill drafted on the lines of the Behar
and Orissa Co-operative Societies Act of 1935, not, like other provinces,
after an independent enquiry into the co-operative movement but on the
basis of an one-sideéd diagnosis by the Co-operative Department, viz., that
the sad plight of the co-operative movement in Bengal was due to ineffi-
ciency, nepotism and corruption of the Boards of Management of Co-ope-
rative societies. It had provisions which remained one more of the long
exploded old schoolmaster’s maxim “spare the rod and spoil the child,”
than of a proper orientation of the movement on genuine co-operative
lines. The Government, however, did not think it worthwhile to place
it on the statute book. The present Government found it handy to dis-
cover the draft Bill of its predecessor from the dusty archives of the
Secretariat and without giving it the consideration from the
co-operative point of view that it deserved, the Minister-in-charge of the
Co-operative Department thought fit to convene a conference of select-
ed persons consisting of members of Legislature as also others said to
be interested in the movement to discuss the proposals of the Govern-
ment, which were in reality those of its predecessor, carefully but scru-
pulously avoiding members of the opposition in the Legislature and pro-
minent co-operators of the province known to hold a different view re-
garding the Co-operative Movement from that of the Department, in
February, 1938. The Draft Bill was considered by Government and
having been approved, the Bill was published in the Calcutta Gazette,
dated the 7th July, 1938, for public information.

The general public and independent non-official co-operators had been
off and on informed during the last few years of the intention of the
Government to enact a law for the governance of the co-operative socie-
ties in Bengal. They have been also feeling the need of a provincial

.
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co-operative' law for a thorough reconstruction of the movement by re-

leasing it from official tutelage and spoon-feeding and transforming it’

into'a popular movement of a genuine co-operative character, for their
study of the movement had led them definitely to the conclusion that the
department by its inefficiency and inaction, its mistrust of independent
non-official co-operators had been largely responsible for the present
deplorable state of the movement, This diagnosis has been later on con-
firmed by no less an authority than Mr. Nalini Ranjan Sarkar. As Finance

Minister, in his note on the problem of rural credit, he pointed out that

“departmental mismanagement” among other factors “contributed to the
inability of the societies to enlist adequate popular support and to ins-
pire popular idealism”. Mr. Shah Abdur Rauf, for a long time Secre-
tary of the Rangpur Central Co-operative Bank, who is a very prominent
member of the Coalition Party supporting the present Ministry, in his
speech opposing the motion for circulation of the Bill also corrohorated
the non-official point of view. He said, “I do not say that it is the non-
officials only that are at fault, the officials also are to be blamed. They do
not exercise that amount of vigilance which they ought to exercise in
werking the societies. Various cases of defalcation could have been
avoided, had proper vigilance been exercised by the officers of Govern-
ment and there would have been no necessily for such a Bill.” Even the

Amrit Bazar Patrika, which is reported to be not unfriendly to the Co- .

operative Department, out of its regard for the welfare of the movement,
in its editorial of the 21st of February, 1940 remarked, “We are not going
to apportion the blame or the present deplorable state of the movement
to the various factors and parties concerned but we cannot at the same
time completely exonerate the department from its share of responsibility
in the matter. The people, to remedy this state of affairs, wanted, after a
thorough and independent enquiry, progressive de-officialisation of the
movement with a substantial beginning in that direction here and now;
but the Government gave just the thing opposite, viz., complete officiali-
sation; the people wanted bread but the Government gave them stone
instead, as the Bill published in the official Gazette clearly showed.”

It was quite in the fitness of things, therefore, that the public in
general and the co-operators in particular tried to focus the attention
of the public on the Bill and tried to ascertain the public feeling in this
regard and it is remarkable that the Bill was opposed as we shall see

presently, at every stage but, unfortunately for the co-operative move-
ment, with very little effect.

Before the introduction of the Bill in the Legislative Assembly on
the 3rd of August, eminent co-operators like Mr. S. K. Lahiri, Honorary
Secretary of the Bengal Co-operative Organisation Society from 1925 to
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1937, and Editor of the Bengal Co-operative Journal from 1926 to 1937,
Sj. Nepalchandra Roy, retired Professor of History, Viswabharati, and
who is intimately associated with a number of co-operative societies,
and was for some time Director of the Bengal Provincial Co-operative
Bank and others called a conference in Calcutta on the 31st July, 1938
which was presided over by Sj. Santosh Kumar Basu, M.L.A., ex-Mayor
of Calcutta in which many prominent members of the Legislature and
Mr. T. C. Roy, retired Magistrate and Collector and sometime Asst.
Registrar of Co-operative Societies, Bengal, took part. It is worthy of
note that the Conference came to the conclusion that the Government
should appoint an independent and impartial committee to enquire
into the working of the co-operative societies in Bengal before any
Bill to govern the Co-operative Movement in the province was intro-
duced and that “the Bill proposed to be introduced entirely sets at
naught the fundamental principles of co-operation, attempts to place
co-operative organisations wholly under official surveillance and auto-
cratic control of the Registrar and should be thoroughly recast and
brought into line with the accepted principles of co-operation.” At
about the same time prominent public men including some members
of the Legislative Assembly headed by Sir P. C. Roy, one of the
pioneers of the co-operative movement in the Province, issued a state-
ment characterising the proposed Bill as a “scheme of reform of co-
operative societies by methods of regimentation and dictation which
is contrary to all co-operative principles,” recommending “a thorough
and sifting enquiry, as has been done in some of other provinces before
the handy short-cut method of legislation is resorted to” and urging
that “ no steps should be spared by the public to oppose by all consti-

- tutional means the Bill by the help of which the Ministry of Co-opera-

tion in Bengal proposes to carry out its reactionary policy.”

But the Midistry remained firm and adamant undeterred by these
public protests, without paying any heed to the opinion of responsible
persons referred to, above all without learning from the example of
Behar Act, the inspiration and model of the present Bill. The Hon'ble
the Minister-in-charge of Co-operation rushed to introduce the Bill
on the 3rd of August, 1938. In the teeth of vigorous opposition on
the floor of the House the Bill was referred to a Select Committee with
instruction to submit their report as early as possible.

After a long period of one year and a half during which it had
forty one sittings, a period which was more than sufficient for a thorough
enquiry into the movement, the Select Committee concluded its deli-
berations on the 15th of December, 1939. The report of the Select Com-
mittee was presented to the Legislative Assembly on the 19th of Decem-
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ber, 1939 and was published on the 11th of January, 1940 in the official
Gazette.

The refusal by the majority of the Committee to accept some vital
matters affecting the development of a genuine Co-operative Move-

ment and suggestions regarding the powers of the Registrar in the -

proposed Bill constrained the writer of the present article to submit
a note of dissent which was fully endorsed by Sj. Surendramohan
Maitra, who had been for a long time associated with the movement.

Without going into details, the suggestions, among others, that were
accepted by the Select Committee may be briefly summarised as
follows :

(a) In the preamble, the words “ of moderate means” after the
word “persons” have been inserted, in conformity with the theory
and practice of co-operation all the world over, to indicate the scope
of the Bill.

(b) In clause 11, the word “ economic” has been added after
the word “ common” to precisely indicate the interests to be brought
under the purview of the Act. It was pointed out that all the other
Provincial Acts except that of Behar and Orissa of 1935 contained

the word “ economic” and it was agreed that, as at present, better -

living societies, rural reconstruction societies, health societies, etc.,
could be registered whereas the absence of the word “ economic”
might lead to abuses.

(c) Clause 18 which empowered the Registrar to direct amend-
ment of the society’s bye-laws and was therefore considered to cut at
the very root of co-operation was redrafted beyond recognition., In-

stead of the power being given to the Registrar, it was given to the.

Financing Bank, after affording the society an opportunity of being
heard.

(d) In clause 25, the original provision of supersession has been
done away with but the improvement which was affected has been almost
nullified by giving power to the Registrar to disqualify all or any, of
the members of the Committee of Management for election or appoint-
ment as an officer of the society.

(e) In clause 33, the guarantee of principal and interest in the
case of debentures has been made obligatory by the Government,
while in the Original Bill it was discretionary.’

(f) The provision of 5 per cent of the net profits of a co-opera-
tive society has been made compulsory for the promotion of ¢o-opera-
tive education in clause 55, now clause 58.

-1A
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(8) Provision has been made for deduction of co-operative dues
to co-operative societies from salaries of members, notwithstanding
anything contained in the Code of Civil Procedure 1908 or any other
law for the time being in force.

(h) In clause 134, now 139 ie. the clause giving power to Gov-
ernment to frame rules, the sub-clause which empowered the Govern-
ment to delegate its rule-making powers to any other authority has
been deleted.

" The suggestions that were placed before the Select Committee but
were not accepted by them have been embodied in the note of dissent
referred to above and are on the following lines:—

(i) The choice of liability should be left to the members them-

‘'selves and unlimited liability should not be made obligatory on the

rural societies, as has been done in the Bill.

(ii) There should be a Council of Supervision in addition to the
Committee of Management, if not in all the societies, at least in Cens
tral Banks, Urban Banks and in larger trading societies.

(iii) The Registrar has only to direct that a special general meet-
ing has to be held to dissolve and reconstitute the managing committee
and shall have no power to disqualify all or any of the members of
the outgoing committee for election or appointment as an officer of the
society.

(iv) The audit has to be entirely separated from administration,
the Registrar and his department having nothing to do with it.

(v) The appointment of an independent non-official advisory
committee should be provided for in the Bill for advising the Registrar
on matters of policy and in directing the movement on right lines. .

(vi) Non-officials should be placed on the same footing with offi-
cials in the matter of liability for mal-administration, audit, inspection
ete.

. (vii) The rule-making power should be confined within proper
limits, '

(viii) It is remarkable that although the Registrar has been armed
with dictatorial powers, no liability has been fastened upon him, on
the contrary sec. 126, now sec. 131, has been framed to exempt him
from any liability. ,

(ix) A proper selection of the Registrar by the Government,
in accordance with the observations of the Maclagan Committee on Co-
operation, the Royal Commission on Agriculture and the Reserve Bank
of India should be made.
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(x) In conclusion, the note of dissent characterises the Bill and
sounds a note of warning, as follows :

The Bill has been so framed as to make the Registrar the centre
of the picture and not the society on the assumption that “a tightening
of the official control by clothing the Registrar with very wide powers
over the movement and subjecting the co-operative institutions to tute-
lage and spoon-feeding in a larger measure will improve the movement
in this province” forgetting that the essential character of the Co-
operative Movement, viz., that it is a people’s movement will thereby
be lost, that self-respecting and independent persons will fight shy of
the movement, non-official initiative and enterprise will be destroyed

among those to whose care the institutions should be normally com-
mitted.

Let me digress here for a moment and examine some of the re-
commendations of the Madras Committee on Co-operation which had
been eagerly awaited so long by the co-operators all over the country
in the light of the report of the Select Committee.

The co-operators all over India should be grateful to the Madras
Committee for having after full consideration recommended that the
liability of rural societies should ordinarily be limited. It is inte-

resting to note, however, in this connection that by way of compro-

mise with the orthodox view regarding liability, the Hon'ble Mr. V.
Ramadas Pantulu struck the golden mean at the Conference of Regis-
trars held in Delhi in December, 1939 by pleading for freedom for
registration of societies, the majority of whose members are agricul-
turists, either on unlimited or limited liability basis according to local

co-operative opinion—exactly the view advocated in the note of dis-
sent referred to above.

In the matter of audit, the Madras Committee has recommended
rightly that the entire audit staff of the department should be consti-
tuted into a distinct branch and differentiated right through from the
administrative branch. But it holds at the same time that the statutory
responsibility of the Registrar in the matter of audit of co-operative
societies should be maintained. It is clear that the separation of the
audit staff from the administrative branch loses much of its force and
effectiveness if at the head of both is placed the Registrar. To ensure
independence of audit which is the sine quanon of proper audit, the
Registrar should have been relieved of all responsibility in the matter
and any other body entirely independent of the Registrar ought to
have been entrusted with the audit of co-operative societies,
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) In the Questionnaire drawn up the last question regarding the
creation of am Advisory Board and the composition of such a Board
indicates the necessity and importance of such a body. In the body of
_the report also we find references to a Provincial Standing Committee
charged with the formulation of measures and plans for rural and econo-
‘mic development of the country consisiing of the heads of nation-build-
ing departments together with a certain number of non-officials, as .
also to an advisory council with regard to co-operative education. It

twould have been desirable to recommend the formation of an Advisory

Board to advise the Registrar on matters of policy touching the move-

ment in the proposed amendments to the existing Act. '

It was expected that the Madras Committee would make some
provision in the proposed amendments to the Madras Act of 1932 for
the enforcement of the recommendations of the Maciagan Committee
on Co-operation and the Royal Commission on Agriculture which have
also been endorsed by the Reserve Bank of India in the matter of
appointment of the Registrar., The Reserve Bank very rightly re-
marks that “the non-observance of these principles has resulted in
hampering the progress of the movement in some of the provinces and
strongly recommends them to the serious consideration of the various
Provincial Governments.” The absence of such a provision in the
Statute has been responsible for this.

The Madras Committee has done the right thing by providing in the
amendments to the Act of 1932 “ that all rules shall be laid on the table
of both the chambers of the Madras Legislature. If the Madras Legis-
lative Assembly passes a resolution rescinding or modifying any such
rule, such rule shall stand cancelled or modified accordingly.” By this
provision the Madras Committee has removed the possibility of immense
mischief by the Government under cover of its rule-making powers.

Now to come back to the Bengal Bill: in between the publication
of the report of the Select Committee and the consideration of the Bill
@s it has emerged out of the Select Committee by the Assembly, there .
has been ample criticism of it in the press and on the platform. The
Modern Review, for instance, said:

“The Bill as amended now by the Select Committee removes or
modifies .some of its most objectionable features, but even in its amended
form it is an extremely undesirable, unwise and retrogressive piece of
legislative measure.”

“'There is nothing in the Bill excepting the term °Co-operative’
appended to its title o indicate that it deals with, and proposes to
.9 v . .
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further, co-operative principles. It is more like a disciplinary police
measure with which to chastise and punish non-official _co-operative
workers than one for the promotion of the Co-operative Movement, By
the introduction of the extremely retrograde provision regarding
powers of rule-making, by investing the Registrar with dictatorial
powers, by attempting to exciude many co-operative matters from the
jurisdiction of courts, by introducing pcnal clauses of a stringent
character, by not defining precisely what really constitutes co-opera-

tion, by extending official control to the fullest exlent and divesting

co-operative societies of autonomous character, and by introducing
many other provisions of a stringent character the bill has been entirely
divested of co-operative character.”

A co-operative conference was called by the Calcutta Corporation
Co-operative Societies, quite unlike the co-operative conferences held
under the initiative of the Co-operative Department. This conference
which was held at the Town Hall on the 13th of July, 1940 under the
Presidency of Sjt. Santosh Kumar Basu, ex-Mayor of Calcutta and
Deputy-leader of Opposition in the Assembly voiced the non-official
point of view and adopted the following resoluiions :

A. “This Conference is of opinion that, in line with other pfo-

vinces, the Government of Bengal should have instituted an enquiry -

into the working of the co-operative movement in Bengal by an im-
partial, independent non-official committee including co-operative ex-
perts before the introduction of the Bill in the Bengal Legislative
Assembly and urges upon the Government to retrace its steps and with-
draw the Bill with a view to institute the enquiry referred to above.”

B. “This Conference is of opinion that the Bill, as it has emerged
from the Select Commitiee, should be referred back to it with a view
to reconsidering the whole matter afresh in the light of public criticism
that has appeared from time to time in the press and on the platform.”

C. “This Conference is of opinion that the Bill should be
" amended at least on the lines indicated in the note of dissent submitted
by Mr. Satyapriya Banerjee as a member of the Select Committee
appointed by the Legislative Assembly to consider the Bill.”

Still there was no change in the attitude of the Government. They
did not yield. They did not budge an inch from their position. They
did not properly consider the opinions invited by the Select Committee-

They did not hesitate to ride rough-shod over the considered opinion of .

the people interested in the Co-operative Movement and after eight days’
debate got the Bill, as it had emerged out of-the Select Committee,
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passed by the Assembly with only i’s dotted the t’s crossed here and
there on the 1st of August, 1940. The peculiarly intractable attitude of
the Minister-in-charge of the Bill during its discussion in the Assembly .

was aptly described by the Leader of the Opposition in the speech oppos-
ing the passage of the Bill at its third reading in the following words of
Edmund Burke: * Patience is exhausted, reason is fatigued, experience

" hag given judgment but obstinacy is not yet conquered.”

The nature of the important amendments moved by the opposition
may be briefly indicated as follows: :

(1) The Registrar should be appointed either on the recommenda-
tion of the Provincial Public Service Commission or a person
appointed to be Registrar and persons appointed to assist him shall hold
such qualifications as may be prescribed.

(2) 'The Provincial Government shall appoint an Advisory Com-
mittee consisting of elected non-officials connected with the movement,
members of the Legislature elected on the system of single transferable
vote and nominated experts.

(3) 'The Liability of a society may be limited or unlimited at the
option of the members.’

(4) 'The Registrar shall have no power to disqualify all or any of
the members of the out-going committee for election as such members at
a special general meeting convened by the Registrar to reconstitute the
managing committee.

(5)- 'There shall be no change in the law of limitation in the case
of debts due to co-operative societies.

(6) The accounts of every co-operative society shall at least once
in each year and by such date as may be prescribed be audited by an
audit officer or by such other officers authorised by him in this behalf by
general or special order in writing.

The Provincial Government shall appoint the audit officer referred

“to above and shall maintain a special staff for the purpose of co-opezjativé

audit independent of the Registrar and the Co-operative Department.

(7) Where loss or damage is caused to a society through the
negligence, wilful default or breach of trust of any person including the
Registrar or anybody subordinate to him, such person shall he liable to
make good the loss or damages suffered by the society.

. (8) TEither the clause exempting the Registrar or any person sub-
ordinate to him or acting under his authority from any suit, prosecution
or legal proceeding in respect of anything in good faith done or intended
to be done under this Act should he deleted or it should be re-drafted
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as follows: No suit, prosecution or legal proceeding whatever shall lie

against any person in respect of anything in good faith done or intended
to be done under this Act.

(9) The Rules under the Act shall be either approved by the Legis-
lature or by a joint committee consisting of members of all parties and
groups in both the Houses of the Legislature or at least laid on the table
of both the Houses of the Legislature.

The Bill as passed by the Ascembly went up to the Upper House for
its consideration. Here it underwent, at least in one material particular,
a transformation which deserves more than a passing notice.

As has already been remarked, it was the unanimous decision of the
Select Committee to add the word “economic” after the word “common”
in clause 11. In the Assembly there was no attempt at the deletion of the
word “economic” inserted by the Select Committee. But it is very
curious that the Minister-in-charge who never bent to the opposition at
least in respect of amendments, the acceptance of which mieht render the
Bill co-operative to a sreat extent, did so in respect of an amendment,
which took away the last vestige of “Co-operation” still left in the Bill,
viz., the deletion of the word “economic,” by a member of the Party sup-
porting the Government. This is a very important matter and should
be very seriously considered. The opinions of experts should be brought
to bear upon it before a final decision is arrived at in the matter, Wheﬁ it
will come up again before the Assembly for its consideration.

The Royal Commission on Agriculture was emphatically of opinion
that there should be a sound foundation of Better Business to support
the superstructure of Better Farming and Better Living.

Mr. Calvert, whose authority in co-6perative matters cannot cer-

tainly be disputed by officials, points out that it is the word “economic”.

which prevents the registration of an Indian Station Club under this Act
(Co-operative Societies Act of 1912) as otherwise it is a society which is
*usually strictly co-operative in its constitution and rules and the
members of which may be said to co-operate for the provision of recrea-
tion, games, reading, etc.

Mr. Strickland, one of the ablest Registrars of Co-operative Societies
in India, in his latest edition of Co-operation in India, published in 1938,
cavs: “Every group of individuals, associated to secure a common and

joint effort may be said to co-operate; for instance a foot-hall team,

 gang of robhers or the shareholders of a speculative company. A cen-
tury of history has given to Co-operation with a capital C a more precise
meaning. It indicates the association of individuals to secure a common

. ”
economic end by honest means”.
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Let me refer also to the most authoritative definition of a co-opera-
tive society by the Co-operative Service of the International Labour |

.Office of the League of Nations in the Survey published by them on

Co-operative Action in Rural Life, in April, 1939. Therein it is stated:

“A co-operative society is an association of the economically weak
who, voluntarily- associating on the basis of equal rights and equal
responsibility, transfer to an undertaking one or several of their
economic functions corresponding to one or several of the economic
needs which are common to them all, but which each of them is unable
fully to satisfy by his own individual efforts, and manage and use such
undertaking in mutual collaboration to their common material and moral
advantage.”

Lastly, let me come nearer home. Rai Bahadur S. G. Ganguly,
ex-Registrar of Co-operative Societies, Bengal in his opinion on the Bill
'says: “It can hardly be argued consistently that the change made in
the Behar and Orissa Act or now proposed in the Bill will facilitate the
formation and registration of societies which do not aim directly at the
promotion of the economic interests of the members such as health,
arbitration, better-living, housing and other classes of societies. As a
matter of fact it has been possible to form and register such societies
under the Co-operative Societies Act, 1912 and most societies of these
classes have been flourishing and doing good work in provinces other
than Behar and Orissa.” And the Madras Committee on Co-operation
has thought fit to retain the word “economic” in the proposed amend-
ments to the existing Madras Act of 1932.

T will conclude by quoting from the speech of Mr. Sarat Chandra
Bose, the Leader of the Opposition in the Assembly, in opposing the
passage of the Bill at the time of its third reading. He said:

“Members will be shocked to hear that about 60 clauses have been
framed and are going to be enacted into law giving extraordinary powers
to the Registrar. What is called “delegated legislation” has been enacted
with a vengeance in this Bill. T find wide rule-making powers given

" to Government covering as many as about 90 clauses, The whole

attempt, if I may summarise it in one word, is an attempt at officialisation,
though in 1904 a clear warning was given by the bureaucratic Govern-
ment of India of the day to the Provincial Governments that the regulative .
interference of the Government should be strictly limited to essentials
so as to leave spontaneous growth unhampered.”

“I regret that the helpful suggestions which have been made in the
ainute of dissent by a prominent member of my party have been dis-
regarded completely. The result of it is that the wheels of progress have
been impeded and the hand of the clock has been sought to be put back.”
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BY

D. A. PunpLik,
Assistant Educational Inspector, Co-operative Societies, Nagpur.

Co-operation in the Central Provinces has been largely confined
to credit but even after the completion of 35 vears of its working, it has
only touched the fringe of the problem of rural credit. It serves only
4 per cent of the rural populaticn and provides hardly one per cent of
the credit required by the agriculturist. It is not, therefore, correct
to say that we have had enough of credit co-operation. Co-operative
credit is still needed on an ever increasing scale but to shift the over
emphasis on this particular phase of the movement, the introduction of
other forms of co-operation is of supreme importance.

The movement is passing to-day through a crisis; it is being sub-
jected to searching examination and enquiry and the travails are not

yet over. Co-operative thought has naturally turned to other forms of

co-operation as an escape out of the present baffling situation and it is
thus that the formation of Multi-purpose societies has synchronized with
the ebbing of the credit movement.

Ever since the decline of the credit societies, the idea that 'creait
alone cannot help to improve the lot of the agriculturist has been slowly

gaining ground and with the publication of the Bulletin of the Reserve
Bank of India on Kodinar, it received a fresh stimulus. It is now widely -

recognised that a sustained attack on all fronts of the rural problems is
essential and that the agriculturist must be dealt with as a whole man
and mnot piece-meal. While co-operative credit canalises the
capital for the agricultural industry, simultaneous efforts must be made
to put the agriculturist on a surplus economy by removing all causes
which militate against the increase in his income. A Multi-purpose
society is advocated as an eminently suitable means of approach to the
problem. Dr. Katju, the Minister in charge of Co-operation in U.P-
took up the matter in right earnest and intended the launching of an
extensive campaign of multi-purpose societies. The scheme adopted by
Government in the Central Provinces has already made a modest begin-
ning. At present, there are nine multi-purpose societies with limited
liabilitv. of which six are working and are in charge of managers who
are mostly graduates and are appointed by Government and paid out

\
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of the annual Government grant. It is hardly two years since these
societies have been established and though there are no remarkable
results to chronicle, much useful spade work has beep done in preparing
a congenial ground for the societies to take root and graw. The time
spent in winning over the confidence of the villager will repay amply
in the long run.

To begin with, in all these societies, which generally include more
than one village within the area of their operation, small co-operative
stores for supplying necessaries of life to the villager have been started.
In spite of apathy and even antipathy of the villager, the stores are
gradually making headway. The main difficulties in their way are the
rapid depreciation in the case of some articles, lack of sufficient custom
and proper housing arrangements and, where business is increasing, the
absence of a separate salesman hesides the manager is another handi-
cap. Steps are being taken to remove these obstacles. One of the
effective methods of increasing the business of the stores is to enlist the
sympathies of the village women who may truly be called “the chancel-
lors of the exchequer” of the village homes; for this purpose, intensive
propaganda among the village women has to be done.

Some of the societies are arranging for the sale of the members’
oroduce. A godown has already been constructed out of the Govern-
ment grant at Kusner village for the Piparia Multi-purpose society in
the Jubbulpore district. With the construction of more godowns and
organization of central sale societies, this activity will receive a new
fillip. Marketing Officers are being requested to help these societies in
the disposal of produce by supplying them market rates from time to
time and also by making available to them, other useful information in
this behalf. In the Bori Multi-purpose Society, the members who are
mostly Gonds, have been selling their eggs jointly in the market at
Seoni. In this society there are also good prospects for bone-crushing

industry.

The managers are trying to co-ordinate the efforts of the various
departments aiming at rural reconstruction in various ways. One
society is maintaing a stud bull which it received as a free gift from
the Veterinary Department; in some societies, attempts are being made
with the help of the Agriculture Department to form Seed Unions and
open demongtration farms. Medical aid, reading rooms and such other
amenities are also being provided to the members, It is proposed to
start ‘adult education classes in these societies with the help of the

‘Assistant Educational Inspector, Co-operative Societies, who has been

trained in adult education at Gorakhphur in the United Provinces.
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A conference of these managers was recently held at Nagpur under
the supervision of the Senior Depuly Registrar, as a result of which, it
is hoped, that the working of these societies will receive a new orienta-
tion. These officials have been exerting to awaken'in the members a
desire for progress because the urge to improve must come from within
and not from above. It is also ihe lask of these managers to widen the
outlook on life of the members by patient propaganda and to create in
them a longing to co-operatc more and more among themselves for their
own economic betterment. The managers arc to initiate, guide and help
and are not to do all the work themselves.

Village industries are the necessary adjuncts of rural uplift and
endeavours are being made to revive them. Immediate attention has,
however, to be paid to the necessity of teaching the agriculturists to -
follow some small subsidiary industries, with a view to supplement
their meagre income; and as a {irst step towards the fulfilment of that
object, it is most essential that the managers of these multi-purpose
societies should be equipped with the knowledge of these industries so
that they may help the agriculturists to adopt them.

The Co-operative Central Banks and the Divisional Co-operative o
Institutes should render all possible help to these managers in their fight

against apathy, inertia and prejudice of the villager which have greatly. -

impeded the progress of the Co-operative Movement. Care has also to
be taken to see that these officials do not fall into a dead routine.

The societies are still in the experimental stage. It is contended
by some that the amalgamation of credit and different non-credit busi-
nesses into one society may expose it to serious financial risks. But the
multi-purpose societies in this province are based on limited liability
and there is little possibility of their working being endangered by
financial responsibility. The members of these societies have not so
far felt the need of credit beyond advances against their produce. It is
expected that multi-purpose societies covering wide area and attracting
wider membership because of their limited liability will be helpful in

bringing the whole economic life of the members within the bounds of -

co-operation and will ultimately bring about the renovation of village
economy.

-

FRUIT PRODUCTION AND SALE IN THE NORTH WEST
FRONTIER PROVINCE

By

M. Lavn SHan,

Educational Inspector of Co-operative Societies, Peshawar.

It is an open secret that the cultivators do not get a fair price for
their produce. The producers, being unorganised and ignorant of the
rules of business, are exploited by the shrewd middlemen and clever
commission agents. It is estimated that out of every rupee paid by the
consumers, only nine annas go to the pocket of the real producers while

the balance of seven annas is usurped by the commission agents, brokers
and middlemen.

Time there had been in the hoary past when the cultivator used to
produce a small quantity of fruits merely for his own consumption and
for distributing among his kith and kin. It was then held below his
dignity to make money by marketing the fruits. The pinch of economie

.need later on compelled the cultivator to produce fruits for sale. On the

tremendous fall in the price of agricultural produce, the cultivators in
this province took to fruit production. In the beginning it proved
to be a profitable business and the owners of land were very much tempt-
ed to transform their fields into orchards. The mad chase in this direc-
tion resulted in the over-production of fruits, the proper disposal of
which is engaging the anxious attention of all well-wishers. The owners
of orchards as a matter of routine sell their wholesale raw fruits to the
middlemen who place a larger portion in the local markets and the
balance is despatched to the down markets. At the cost of the actual
producers the middlemen are making huge profits in the business.
Helpless as they are in the present circumstances, the owmers of
orchards have no other alternative but to dispose of immediately their
unripe fruits. It is a perishable commodity and cannot like other agri-
cultural produce be stored for future disposal.

In order to enable the producers to get the maximum reward for their
labour, it is necessary that the owners of the orchards should undertake
to sell their fruits by modern methods. But this involves labour and
pain which they try to avoid. The sight of ready money tempts them to
hand over sour fruits to the businessmen. Solitary instances there are

when the owners are prepared to undertake the trouble of marketing
10 ‘ '
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their fruits themselves, But they are either lacking in business sense or
are devoid of the required amount of capital to conduct the work. If
they want success to attend upon their enterprise they should pool their
resources by organising themselves. '

Past experience has abundantly proved that we cannot compete with
other countries in the production and marketing of wheat, tobacco, sugar
and cotton. The wheat of Australia, though coming from a distance of
three thousand five hundred miles, is dumped into India and is sold at
a price cheaper than our own wheat. Should the Government with-
draw the prohibitive import duty on foreign sugar, the price of our
gur and brown sugar would dwindle still further. The cotton produced
in India cannot compete with American and Egyptian cotton. Our
tobacco does not fare better in the world markets. The only field left
for us in N.W.F. Province is fruits. Nature has blessed us with a
unique climate suitable for the production of various fruits. The plums
and peaches of California, the pears of France, the apricots of Kabul
and oranges of America (Washington navel variety) have all proved
a unique success in this province. The Punjab and other provinces
have carried out experiments, but could not produce the above meh-
tioned fruits parallel to ours in sweetness, flavour and complexion.
Hence competition in this direction need not be feared from any quar-
ter. The problem which confronts us at present is the marketing of
fruits, produced in abundance, the whole of which cannot be consumed
in the province. If no markets are established outside, the ever-increas-
ing tendency of converting fields into orchards will bring disaster to
the owners. With the successful organisation of marketing, the Fron-

tier Province will enjoy the same position in India as California does
in America.

But to organise markets in India for agricultural specialities is not
smooth sailing. Experience, knowledge and capital are very much need-
ed for the successful working of the business. The assistance of the
Government is also required. The Government can render help by
supplying expert advice and information about the conditions and rates
prevalent in markets all over India. The expert alone can tell how to

pick and pack unripe fruits destined for the distant markets. He can

precisely direct where to despatch ripe, half ripe and raw fruits. It

is more easy for the Government to help and guide a co-operative body
rather than individuals,

~ In the year 1934, a number of owners of orchards in Mardan and
Charsadda Sub-division of Peshawar District realising the evils of indi-
vidual deals, organised with 14 individual members the Peshawar Vale
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Fruit Growers Association Ltd., Mardan. The hot season fruits of that
year were marketed in towns such as Rawalpindi, Lahore, Delhi, Simla
and Bombay. In some markets losses were sustained, in others the

sale proceeds just equalled the cost, while in others they earned a small
profit.

The Association carried on as an unregistered body till it was pro-
perly registered with 20 individual members on 13-7-'39 under Co-
operative Societies Act. To begin with, the Government lent Rs. 15,000
free of interest. The Agricultural Department has extended the ser-
vices of five packers at at the rate of Rs. 15 per mensem and the Marketing
Department of the Government of India has placed at its disposal the
services of a Grader on Rs. 40. p.m.

It is the duty of each member to get his fruits collected and graded
according to the instructions of the Association. The fruits are packed
into crates and wooden boxes under the guidance of the expert packers,
Tke labels bearing the trademark is supplied by the Association. The

owners of the fruits have to take their fruits to the railway station

where a whole-time clerk of the Association gets it booked to the down
markets. Fruits are openly auctioned everywhere and the sale pro-
ceeds are remitted to the Central Co-operative Bank at Mardan, whence
each member receives what is due to him. The agents in down markets
who dispose of the fruits send an account to the Association showing

the gross price of each crate and the details of expenses incurred on
each.

About 6514 crates containing various fruits valued at Rs. 13,400

- were exported through the Association during the hot season of 1939: —

Name of Fruit. Weight in Maunds and Destination.
Plums and .
Peaches .. Bombay Calcutta Delhi Madras Lahore Jhelum
1108 612 200 100 12 7
"Dehradun Simla Hyderabad (Dn.) Lucknow

2 8 20 3

Pears .. Cawnpore Calcutta Madras Delhi Lahore
470 507 138 44 7

Each variety of fruit is not sure to fetch a price higher than the
one prevalent in N.W.F.P. markets. The packing expenses, railway
freight, commission for the agents and other miscellaneous expenses
constitute a great drain and in some cases the total result is a debit ba-
lance. The following table will illustrate the comparative rates pre-
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valent in local and outside markets after deducting the various
expenses:; —

Local Average Average rate per
Fruit, Rate per Maund Maund in down Market.
Plums .. Rs. 112 0 Rs.1 2 6
Peaches .. Rs.2 0 0 Rs.3 9 6
Pears i, Rs.1 4 0 Rs. 0 2 6

The members have not the option to sell their fruits cither through
the Association in down markets or dircctly to the local businessmen.
But in either case the Association charges commission, of course at diffe-
rent rates. In the case of sale through the Association the commission
is charged at the rate of half anna per rupee on the sale proceeds, and
in the case of direct local sale the rate is one anna per rupee. The rate
of commission is lower in the former case, firstly because the owners
have to defray freights and other charges in despatching their fruits tp
down markets, and secondly the sale through the Association is desired'

to be encouraged in this way.

The funds of the Association till 30-11-1939 were as under:

Liabilities. Assets.
Rs. a. p. Rs. a. p
Shares contributed. 1705 0 0 Cash in hand . 14 13 ¢
Deposits received as Deposits in Mardan
sale proceeds on Central Bank .. 2120 9 0
the fruits .. 1598 13 6 Stock Purchased .. 33311 0
Mardan C. B. Shares. 100 0 0
Amount due from
the  Commission
Agents .. 160 5 6
Furniture .. 35 6 3
Loss for the year .. 619 10 3

The Association is bound to run at a loss as long as the members
have not learnt the secrets of the markets. The honesty of the commis-
sion agents through whom the fruits are marketed, cannot be relied
upon. As long as the Association has got no agents of its own, there
is no other alternative but to depend upon them. Their statements about
the condition of the fruits received in down markets and the rates cur-
rent therein cannot be questioned. During the past hot season the
members were deputed to visit and study the market conditions in
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Bombay, Madras, Calcutta, Simla and Delhi. Throughout the season
they remained in their respective centres informing the Association
from time to time of the demand in the markets. The Association has
spent Rs. 800/- in defraying their travelling expenses. The Railway
freights amounting to Rs. 12719/9/- and packing expenses to the tiine of
Rs. 3750/14/- were equally responsible for the Association sustaining
a loss. The difficulties which the Association is facing at present are
the heavy railway freights, competition from other dealers and the lack
of market organisation which can precisely gauge the demand.

The members are fortunately not disheartened by the above diffi-
culties. They believe that the Association has got a bright future ahead.
The losses sustained in the past are the cost of experience. The Asso-
ciation has already proved its utility in sevearl ways to the province.
In the first place it has undertaken to export on co-operative basis a large
quantity of fruits, which would, if left in the local markets, have
caused a tremendous fall in the prices consequently inflicting heavy
losses upon the owners of the orchards. Secondly, the money imported
in exchange for the fruits makes the province richer by that amount.
Thirdly the Association has opened an avenue for employment
though on a modest scale. During the fruit season a number of persons
are employed as pickers, packers, graders and clerks. Lastly it is the
first body of its kind which has embarked upon this enterprise inviting
others to follow in the footsteps. The successes scored by this Associa-
tion will hearten others, while its failures will serve as beacon lights
to warn others of the possible dangers in the venture.



EXECUTION OF DECISIONS IN CO-OPERATIVE DISPUTES
CO-OPERATION BETWEEN STATE AND PROVINCES

By
R. K. JAYATHIRTHACHAR, B.A., LL.B,,

Director, Mysore Provincial Co-operative Apex Bank

In a really Co-operative world, there ought not to be any disputes
al all, and the question of decisions and their execution would not Fhen _
really arise at all. But it is wishful thinking, and in this World of mixed
good and evil, mixed honesty and dishonesty, default in keeping Fhe :
terms of the bond executed by members in favour of the Co-operative
institutions to which they belong is not so rare a phenomenon as one
could wish. The default may or may not be deliberate. Anyway,
defaults there have been and there will be. The legislature has therefore
had to think of these defaults and to provide the steps to be tal::en to
launch disputes and to arrange for decisions and for the executlon'of
such decisions. To this end, the several provincial legislatures have in-
corporated, in their enactments, provisions for execution of those deciv”
sions either through the Government Agency for the collection of land
revenue or through the ordinary Civil Courts. I have dealt with this
aspect of the matter in general in relation to the law existing and the
difficulties experienced in resorting to the two agencies in Mysore in an
article which appeared in the Mysore Co-operative Journal, May 1940.

The question that I propose now to deal with is a different one. It
refers to the execution of decisions of Registrars and Assistant Registrars
of Co-operative Societies (in a British Indian Province) when the.,
debtor has left the said province with no -properties there capable of
being proceeded against and has migrated to an Indian State and vice
versa, Cases of this kind have occurred and practical difficulties have
been experienced and in the interests of co-operation, it appears neces-
sary that all those who have those interests at heart should bestir them«

selves and move for due provision being made to overcome the said
difficulties.

I refer to the position in Mysore. In Sri Gajanana Urban Co-opera-
tive Bank, Ltd., Byadagi v. Basavamma (a case reported in 17 Mysore _ .
Law Journal at page 436) it has been held that “it is only decrees of a
Civil or Revenue Court in British India that can be executed in the
Mysore Courts (subject to other limitations under Section 43 of the
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Code of Civil Procedure). The award of a Registrar of Co-operative

Societies in British India or his nominee or arbitrators appointed by him

‘ot such a decree and does not come within the scope of Section 43
‘e Code of Civil Procedure and cannot be executed by a Court in
re.”

wrther, it has been held that “the fact that according to the provi-

f the Bombay Co-operative Societies Act such an award may be

d by any Civil Court in the same manner as the decree of such

ves not invest such an award with the character of a decree of a

-1l or Revenue Court so as to bring it within the scope of Section 43
of the Code of Civil Procedure.”

It is apparent from the foregoing extract that it is enough for a man
(who owns no properties in British India) who has been a member of a
Co-operative Society in British India to get into Mysore in order to
escape the liability under an award or decision of the Registrar or an
Assistant Registrar of Co-operative Societies of the Province.

Before the ruling in the case referred to above was given, the posi-
tion of law on the matter in Mysore was not clear. At any rate, it was
open to urge that such awards or decisions of Registrars and Assistant
Registrars were executable by Civil Courts in Mysore. :

In two reported cases, the Madras High Court has held that the
Registrar is a Court. In Thadi Subba Reddi v. Emperor, (ALR. 1930
Madras ,p. 869), Pandalai, J., held that the Registrar was a Court, but
the question in that case was in relation to Section 195 of the Code of
Criminal Procedure. This decision would perhaps be distinguished on
that ground. In Velayuda Mudali v. Co-operative Rural Credit Society
‘(A.LR. 1934 Madras 40), Walsh, J. held that a Registrar of Co-operative
Societies was a Court. This was in relation to Section 52 of the Transfer of
Property Act. This decision would also perhaps be distinguished on the
ground that the question was whether a transfer of property pending
proceedings before a Registrar was made pendente lite. It is thus seen
that there is no authority directly in point.

Taking the state of law in Mysore, unless the Registrars and the
Assistant Registrars of British Indian Provinces are held to be Civil or
Revenue Courts, no decision or award of a Registrar or an Assistant Re- .
gistrar of a British Indian Province can at all be executed in Mysore.

. What then is the remedy? I think the Government of India o
Provincial Governments may be moved to amend the Co-
Societies Acts or the Code of Civil Procedure so as to clearly
Registrars and the Assistant Registrar'ssgf Co-operative Soci

L__ .

M en 2,835~
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tish Indian Provinces to be Civil Courts for purposes of transfer to
Courts in the territories of any Foreign Province or State, and to move
the Government of Mysore to include a similar provision. This can only
be done if those in British India who have the interests of Co-operative
Societies at heart exert themselves and take effective measures,

Co-operative institutions in Mysore, also, have felt difficulties in the
converse cases. Members of societies in Mysore have emigrated to
British Indian Provinces, and it has been difficult or impossible to pro-
ceed against them even in cases where the debtors have consented to a
decree or contested the proceedings before the Registrar or the Assis-
tant Registrar. Employees of the Postal Department are an instance.
Postal authorities in British India have refused to co-operate in the
attachment of salary of defaulting members who are employees of the
Postal Department. In this connection, it may be mentioned that the
Co-operators in Mysore, at the 27th Mysore Provincial Co-operative Con-
ference held on the 7th and the 8th October 1940, have resolved that
Government be requested to arrange for the execution (outside the
State) of decrees obtained by Co-operative institutions in Mysore. The

‘..
o

difficulties arc thus mutual, and as in the case of other ills, co-operation

is the only remedy. Co-operation between Provinees and States is thus

essential, and co-operators in Mysore have to exert themselves equally

as their brethren in the British Indian Provinces.

~

REVIEWS

Heavts BuiperiN No. 28—Rice, (Manager of Publications, Delhi
—Annas 2.)
In the review of “The Rice Problem in India” published in the last
issue of the Indian Co-operative Review the present writer commented
on the fact that the publication was priced at the high figure of Rs. 3-8-0.

~ That publication was, however, the reprint of a scientific memoir not pri-

marily intended for the general public. The Indian Research Fund
Association have done well to authorise the publication, by the Nutrition
Research Laboratories, Coonoor, of a popular summary of that scienti-
fic memoir—compiled originally by Dr. Aykroyd and his colleagues.
The new publication is priced very low, and couched as it is in a simple
style with the detailed and elaborate scientific dessertations left out—it
provides just the kind of exposition that should educate the public mind
on the nutritive value and deficiency of rice which is the staple diet of
the large masses of the population of India.

The Bulletin contains, in addition to a simplified summary of the
memoir, a plate showing the effect of the milling of rice. The plate
appears to be reproduced from a poster issued by the Nutrition Research
Laboratories. It gives the sections separately of the unmilled grain and
the milled grain showing the germ and the pericarp removed in the
latter. When rice is milled, it is explained ‘it loses the outer layers (the
germ and pericarp). These contain more protein, mineral salts and
vitamins than the starch inner parts of the grain (endosperm). “Un-
der-milled rice,” the poster sets forth in bold characters “is hence more
nutritious than the milled rice.” On the average, the bulletin further
notes, rice contains only about half as much phosphorus as hand-pounded
rice, and machine-milled rice also contains less iron than home pounded
rice. The most serious loss is, however, that of vitamin B, popularly known

-as the anti-beriberi vitamin.

It is because of these deficiencies in the nutritive qualities of milled
rice that the matter has attracted the attention of medical authorities
in all countries where rice forms the staple food of the people. The
League of Nations Inter-governmental Conference of Far Eastern Coun-
tries on Rural Hygiene held in Java in 1937 took up this question and
passed a resolution which deserves to be reproduced in full: “The degree
of milling to which rice is subjected is of vital importance in connection
with the problem of nutrition throughout the East. In many countries

‘the poorer classes consume foods other than rice in small quantities and

u



404 ' Tue INpIAN Co-oPERATIVE REvViEW

it is-very difficult for economic reasons to increase the amount of supple-
mentary foods in the diet; in such circumstances, the nutritive value of
the main article of food, which is influenced by the degree of milling
becomes of great significance. The Conference recommends that onl;
under-milled rice should be supplied in government institutions. Efforts
to popularise the use of under-milled rice by education and propaganda
should be increased. It deplores the increasing tendency of urban and
rural populations in the East to consume highly milled rice. It strongly
recommends that governments should make a thorough investigation
of the nutritional, commercial, economic and psychological aspects of the
problem, attention being given to the possibility of checking the spread
of mechanical rice mills in rural areas, with a view to conserving the
healthy habit of consuming home-pounded rice, and to take measures
for making under-milled rice easily avilable everywhere for those who
wish to purchase it.” The Health Bulletin on Rice provides popular
instruction on this subject, and moreover attempts to formulate a pro-
gramme of work of the type recommended in the resolution quoted
above to check the use of highly milled rice and to supply in its stead
home-pounded rice. For this reason it deserves the attention of all in-
terested in problems of social welfare, particularly in rural areas.

V. L. M.

Co-oPERATIVE Farming. By S. K. Dey, I.C.S. (Indira Deyi
Collector’s House, Nadia, Bengal, Re. 1]-). ’

Mr. Dey is the Collector of Nadia and has planned and executed
a bolder and a more rational scheme of consolidation of holdings in his
district than has been given to any co-operator or administrator so
far. It is still an experiment, but we have no doubt, judging from the
achievements already to their credit, Mr. Dey and his co-workers will
see their efforts crowned with complete success at no distant time
and there will be no backsliding among the member-agriculturists for.
whose benefit the whole scheme has been conceived.

The core of the scheme is to induce all tenants with occupancy
rights in a village to give up their rights over particular plots of land
and to agree to take, in lieu of their valued rights, shares in a societ'y
of their own formed for the purpose of a more rational and economie
method of farming. Mr. Dey believes that mere consolidation of
fragmented plots of many individuals will not make them more econo-
mic, but that a farm to be well and properly cultivated should be of the

size of a}'Jout 30 acres in Nadia. The pooled lands of any particular .
co-operative farm will be worked by modern methods of agriculture .

l?uying, selling and processing as well as credit will be on co-operative
lines. The members may work on the farm for wages but they wills
be entitled in any case to the dividend on shares. -«
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All improvements, especially, introduction of machinery, ‘'will not

be carried out at once; for apart from the difficulty of getting capital

and creating confidence in the minds of creditors, time should be given
to the workers on land to adjust themselves to the new situation.

There will he some unemployment ‘as a result of rationalisation which -
will have to be faced. Industrial development is imperative if the
surplus labour on land should find employment. The author does not
offer co-operative farming as the panacea of all ills in rural economy.

The co-operative farm will be managed by a committee chosen by
members and helped by an advisory body of officials and non-officials.
Landlords, to whom arrears of rent are due will be paid off their dues
by the society, which will deduct the same from the dividends due
to members on shares. Credit facilities will not be found wanting, if
confidence is inspired by the more rational and businesslike manage-
ment of the co-operative farm. Any day this will be better security
for investors than the miserable apology of farms for which credit has
been extended so far, directly or through co-operative societies and
central banks. '

The brochure gives a succinet account of the scheme, of the actual
achievements in three centres, and the prospects ahead, which are
bright. Indeed this line of progress is more in accord not only with
the tradition of communal farming in India but with the ideals of the
founders of the Co-operative Movement like Robert Owen and Fourier,
than schemes so far attempted of consolidation of individual holdings.
We wish Mr. Dey and his co-workers all success in this bold venture..
In Provinces like the Punjab, Bombay and Madras, where land tenure
is simpler and more favourable to the ryots, success ought to be easier,
provided there is enough guidance and enthusiasm. The bylaws, the
budgets and the books to be kept in co-operative farms, which are
appended to this fine report will, we are sure, be read with interest

by all co-operators. ,

B

A SurveY oF FarM Business v War Tatvrka. By D. R. Gadgil
and V. R. Gadgil. (Gokhale Institute of Economics and Poli-
tics, Poona, 1940, Rs. 2-8).

The Gokhale Institute of Politics and Economics, under the direc-
tion of Mr. D. R. Gadgil has established a high reputation
for thorough economic investigation of a number of subjects already. -
The present study of farm business is the result of two years of in-

. %yestigation of farm costs and profits by what is known as the survey

method, as distinguished from the -elaborate cost accounting method
followed, for instance, by the Imperial Council of Agriculture in the

«enquiry into the cost of production of principal crops in the cotton
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and sugarcane tracts of India. According to this method an observer
has to be stationed continuously in the growing season in particular
villages to record after personal observation every detail of expendi-
ture and income. But the survey method only requires the investi-
gator to pay a few visits to ascertain from particular farmers in some
selected villages the cost of production and the yield and value of
all returns from land. Besides being quicker and cheaper the survey
method enables the investigator to give a general picture of rural
economy of the whole tract and draw attention to the factors making
for efficiency or the reverse. The method is no doubt more difficult
to follow in this country because of the lack of written accounts. A
more careful selection of farmers, a repetition of visits and the checking
of statements by all possible means have to a great extent made up
for the defect.

The tracts taken up for investigation is the Wai Taluka in the Satara
District in Bombay. 21 out of 39 villages in the taluka were chosen,
and in each village 20 to 30 farmers were selected for enquiry. A num-
ker of detailed forms had to be filled up and the data had to be worked
out and reduced, involving enormous time and energy, as the readers
of the book will see from the large number of tables
presented. Some of the results of the enquiry may be set
out. The average farm is 12:5 acres, 75 per cent of which
is cultivated at a time. More than 90 per cent of investment is
locked up in the land itself. 5 per cent is on livestock and only 2 per
cent on implements. The gross income from a farm is Rs. 411 on an
average, the net income is Rs. 88—without any deduction for interest on
capital invested, and for wages of labour of the farmer and his family.
If these were d.educted at 3 per cent on capital and Rs. 108 for annuél
wages, there. will be a net loss of Rs. 99 per farm. Such is the econo-
g\;;s :j ryflil;fl:gg, ;};;)lttxlgv}; th]fsf aret }if)me gttzod f:e\rms of different sizes that
tables are given correlz’atin e of fae A‘bOUt %0 frequency

a , g a number of factors with the profitability
of farms.

The conclu'sions are said to be tentative and are subject to revision
by a more detailed study. Still we may notice some of them. Farms of
le§s th:.m 7-5 acres are uneconomic, while those above 17-, are not profi-
table, in proportion to size. Dry farms fetch greater profits than irri-
gated farms. Farms employing much labour have resulted in losses.
Money crops following a cereal crop yield better returns than one cereal

crop {ollowing another. Owner cultivators are not better off than they—

tenants. Cash tenants do better than share tenants,

We trust the authors will pursue the enquiries still further and give
the readers more precise conclusions and practicable policies 1o follow:

CO-OPERATIVE SOCIETIES AT WORK IN INDIA

.

CENTRAL PROVINCES AND BERAR

Extracts from the Report of the Registrar of Co-operative Societies, Mr: D, V.
Rege, LC.S. for the year ended 30th June 1939:—

Financial Balance Sheet of the Co-operative Movement.—The financial position
of the central banks of the province and the Provincial Bank taken together on
the 30th June 1939 is indicated in the rough balance sheet given below:—

Liabilities. Assets.
Rs., Rs.
1. Deposits. 1. Cash on hand and in
(a) Fixed deposits .. 14422868 banks outside the
(b) Savings Deposits .. 30,98,102 movement .. 5,23.450
»  (¢) Current deposits .. 9,84,059 2. Surplus in govern-
2. Debentures .. 7,89,300 ment securities .. 19,88,786
3. Provident fund of the 3. Fluid resource and re-
employees . 3,28,673 serve fund in Govern-
4. Loans due to banks ment securities .. 5479131
outside the move- 4, Demand loan on secu-
ment .. 2,64,736 rity of government
paper and deposits .. 4,09,154
Total liabilities to out- 5. Deposits in approved
side creditors .. 198,87,738 banks outside the
5. Paid up share capital .. 15,56,422 movement .. 30,31,636
A. Total liquid assets .. 114,32,157
6. Building and stock .. 7,22,654
7. Landed property .. 3439841
B. Total fixed assets .. 4162495
Total liquid and fixed
assets (A4B) .. 155,94,652
8. Good debts outstanding
against societies . 71,88,462
Grand total of lia- Grand total of

bilities. .. 214,44,160 assets . 227,83,114

The year under report was as unfavourable to the agriculturists as the previous
one. The movement suffered a further set back, more particularly in Berar where
9 banks were forced .to suspend business during the latter part of the year. In
fact the movement in Berar is practically dead, and a solution which will satisfy
all is hard to find. Financial accommodation and land management continued to
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be the main problems of Berar. With the stead

) y drain of deposi : '
poor recoveries, the Berar banks were obliged to look to the ]IE)’ro‘jisn:i:‘llpll_::glkw;th
or

financial accommodation and so long as it was available the Berar bank 1d
s cou

keep up appearances. The moment it wi use i
. as ref i i ;
. . d crisis occurred in the nine

Co-operative Enquiry.—The Berar Co-operativ i i :
pointed by Government in October 1938 undleor the ihj::ir;?nl:rghisosgn;:te; B oo
to (1) examine the position of the co-operative movement in Berar i " o B'lGOIe
of the finances of the central banks in Berar in particular; (2) Suggr:asfenera and
means of a more remunerative management of lands acquired by central b:vrflz’ S' >
'(3) make proposals for financial accommodation to those central banks whi Sl,l P
in need. of it immediately or for some years to come. The committee submit(t: da‘ie
report in February 1939. The main recommendations include disposal of laneds in
possession of banks and societies by lottery, supersession of managements of banllzns
a}?d cons‘fitu'tion of a Central Banking Board, writing down of Rs. 10 lakhs out of
L a(;a::‘:v;?cszl 113::‘17: lc.vail 1;0 banks, f:ompulsory conversion of deposits and the
§oance of the vincia 'ank loan 1_nto debentures for 30 years with interest at

per ce oth capital and interest being guaranteed by government, conciliation of

members’ loans, the loss due to conciliat i
. , ation being borne by government a
subsidy of Rs. 1 lakh by government. ‘ € bome b 8 nd annu:il

' Agrlcult}xr?l Cl’.edit'S(.)cietics (Limited and Unlimited).—The total number of
5;}1;1:;13; :&metle.s w.mth limited and unlimited liability increased by 288 to 4,372, of
which w,ith awexe 1‘;1 the' Central Provinces with a membership of 50,411 and 708 in
e 2 mem ers}up o.f 7,%89. The working capital of societies in the province,

cluding those under liquidation, decreased from Rs. 105.39,352 to Rs. 92.27.249: i
the Central Provinces it decreased from Rs. 53,02,025 to l’is ’525 ® "in Be 13'
from Rs. 5237,327 to Rs. 39,67,864. s ¢ 9385 and in Berar
Rs. 81,26,882 to Rs. 69,15,886. They increased i i
(Rs. 38.07,519) while in Berar they foll todlrlc: tgg,\;?o%;ra}ém:;nfge .i,stz? Sy
coveries from .members of working societies, however, incre-ase(,i fro )'R o
to Rs. 849,053 in the Central Provinces and decreased from R, 258422 to R 1 20 aog

Ehd] Al b )

in Berar. The loans advanced to memb

¢ ers decreased fr
Rs. 16,39,084 .of which cash advances amounted to Rs, 8,68,132 Olr)n' Rsﬁ e 'to
Central Provinces and Rs. 103718 in Berar. ortion of e ru TOL414 in

The proportion of overd

f;gaze)d.to B52-9 pe,;h cent {60-7] in Central Provinces while it has gil;xeufp 1;259:‘*:’
-9) in Berar. e rate of i ieties i .
oy B »o interest charged to societies varied between 6%4 and

Big borrowers owing Rs. 1000 or more ‘

. 1 were 938 and

40:3 per cent of the loans outstanding. Out of these the ?:ﬁ:bi('lz R’ISASS(I))JZA% e
hail from Berar.and absorbed Rs. 26,24,593 out of Rs.’ 34,45,483 ’ l7;3 2 - cont of
the total loans in that division. The problem of enowors conti . ent of

1 . ) big borrowers contin
?}c,:t; ;r;e?:;::.. It t;ls ho exaggeration to say that the present deplorable c:::iiitit:n l:);
In that part of the province is not a little que to the unco-éperative

ttitu

:, hlo g)e nzf tl::n:lafj:ir;c;e ofﬂitc;-l;:ari:s of societies and rural directors of the banks

. of the big borowers. i i jeti
did not take severe action against big borroivexih] * aleo explain why the societis

The progress of reorganisati ieti .
) for of societies was as unsatisfacto i
. 1 a &

'vut)us 3;ea}~. Ih(fannot help remarking that the bank authorities did xx?;t :a;:; the prgl:q
interest in  this work as they should have done. Reorganisation of rims
societies is of the utmost importance if the movement is to be revitaliszd p;“::f'z

The loans due by members also fell from -
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advised the banks individually to attend to this work; and I hope they will give no
cause for complaint in future.

Land Morigage Banks—The number of land mortgage banks in the province
increased from 19 to 21. The following figures will show the working of the banks
during the current as well as previous years:—

1938-39. 1937-38.
Number of members . 4,685 3,107
Number of applications .o 1,183 1,479
Total armount of loans applied for Rs. 17,29,342 Rs. 17,18,537
Number of applications rejected . 728 339
Number of applications sanctioned .. 502 348
Number of applications pending . 843 8517

Rs. Rs.

Loans advanced . 447,302 3,719,245
Loans recovered e 67,947 54,481
Loans outstanding on 30-6-1939 .. 11,38,351 7,16,089
Overdues . 34,691 6,479
Cost of management . 14,870 10,750
Share capital 1,07,456 85,451
Provincial Bank loan outstanding 10,88,541 6,63,068
Working capital .. 12,86,619 8,12,030

The reasons for the decrease in the number of loan applications received are:
(1) in the area of some banks Debt Conciliation Boards continued to function and
debtors got more concessions from them than they would have got from the land
mortgage banks; (2) the Relief of Indebtedness Act which was on the anvil created
some hope in the minds of debtors who preferred to wait rather than go to land
mortgage banks for raising loans to pay off prior debts; (3) there was absence of
propaganda on the part of some of the land mortgage banks to popularise their
activities in the rural areas; and (4) the large number of loan applications rejected
by banks deterred some from putting in ‘sporting’ applications. The scrutiny of
loan applications was made stiffer, and greater attention was paid to the real re-
paying capacity (as contrasted with the estimated) which could be gauged from the
actual repayments made by them in the past to creditors.

The Central Provinces and Berar Provincial Co-operative Bank continued to
function as an apex bank for the land mortgage bank movement. It floated the
third series of debentures of the face value of Rs. 4 lakhg at 3% per cent in Octo-
ber 1938. The total value of the different series of debentures floated till 30th June
1939 was Rs. 8 lakhs, while the loans outstanding against the land mortgage banks
amounted to Rs. 10,88,540. The excess of Rs. 288,540 represented the temporary
accommodation given to its land mortgage section by the Provincial Bank out of
general funds on the banking side. The rates of interest charged by the Provincial
Bank to land mortgage banks and that by the land mortgage banks to their mem-
bers were reduced from 5 and T per cent to 4% and 6% per cent respectively with
effect from 1st July 1938. As per orders of Government, the Provincial Bank hag
decided to establish sinking fund for the different series of debentures issued by i.

The minimum loan that could be advanced to a borrower by the Berar banks
was Rs. 800 till now, and it bas been reduced to Rs. 150 as in the case of the banks
in CP With regard to revaluation of properties mortgaged to the land mortgage -
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banks, it has been decided that it should be done by Government valuers once in
three years.

Central Banks.—The number of central banks continued to be 35. The total
working capital of these banks decreased to Rs. 243,41,028 (Rs. 245,81,314). The share
capital fell from Rs. 10,01,734 to Rs. 961,243 in Ceniral Provinces and from
Rs. 5,76,461 to Rs. 5,59,499 in Berar. The Reserve and other funds however increased
to Rs. 54,20,648 (Rs. 53,46,402) of which a sum of Rs. 34,10,062 was earmarked for
provision for bad and doubtful debts. Deposits from individuals decreased to
Rs. 109,712,592 (118,95,206) for the province as a whole. Deposits received in cash

amounted to Rs. 18,55,249 (Rs. 20,64,486) in C.P, and Rs. 18,99,250 (Rs. 34,35,440) in
Berar.

The total loans outstanding against affiliated societies decreased to Rs. 125,67,417
(Rs. 130,72,932). It increased to Rs. 48,70,945 (Rs. 48,49,513) in Central Provinces
and decreased to Rs. 76,96,472 (Rs. 82,23,418) in Berar. Bad debts amounted to
Rs. 11,35,173 and Rs. 33,47,106 and doubtful debts to Rs. 2,37.852 and Rs. 25,873 in
Central Provinces and Berar respectively. The question of estimating bad debts is
engaging the attention of the department. In Berar the land values differ from
village to village. The standards of valuation so far adopted are being revised to
suit present conditions. Some central banks have not
for bad debts out of their funds and profits,
capital.

been able to make provision

except out of Reserve Fund and share
In 6 banks in C.P. and 7 banks in Berar, the real assets fell short of liabi-
lities by Rs. 20,16,703. The position of the fluid resource

in some banks is far from
satisfactory.

The problems facing the central b
Berar, with the exception of three ba
are awaiting Government’s decision on the Berar problem which is
baffling.” The outbreak of the war, after the cl
Iate the demand for land and agricultural co
the difficulties of the banks and societies,

anks are practically the same as before. In

“well nigh
ose of the year, may however stimu-
mmodities, and thus help in resolving

C. P. and Berar Provincial Co-operative Bank Lid—The working capital of the
bank has increased from Rs. 164,98,916 to Rs. 167,533,8

17; share capital and reserve
fund amount to Rs. 5,19,770 (Rs. 5,24,020) and Rs, 5,15,000

The provision for bad and doubtful debts amounts to Rs. 584,000, which more than

covers the bad debts of Rs. 3,61,745. The bank’s other funds amounted to Rs. 3,07,653.
Further, the current value of the bank’s investments in government securities,
though not as high as in the last year, is <till much in excess of what appears in the
balance sheet, and this latent reserve

is a source of additional strength. The net
profits earned by the Bank also increased from Rs. 46,859 to Rs. 68,276.
The amount due from central banks and societies on account of loans, cash cre-
dits and overdrafts increased from Rs. 37,22,434 to Rs. 45,79,135, of which Rs. 9,68,339
(Rs. 7,32,305) were due from the Central Provinces and Rs, 36,10,796 (Rs. 29,90,130)
from the Berar banks and societies.

The Bank is associated with the management
of four central banks in Berar and t

The cash recoveries
went down to Rs. 227,815 (Rs. 4,87,7117),

while the cash advance increased to
Rs. 637,800 (Rs. 2,47,530). Overdues from central banks and societies amounted to

nks, all banks have suspended payment and

.

7k
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. . . v of the
Rs. 9,16372 (Rs. 764,217), the increase being mainly due to tl;;;:;;{;&;;ﬁgl o e
banks even to meet easy instalments gzanted two years ago, p :
where 9 banks have suspended payments. . "
The sound financial position of the Provirfcial Banlf is Nllax;lghe;deal:)e ]t)(; ;}:: a::ji utioss
policy and wise guidance of its Managing Du"ecto.r, Sir Ma s and
these times when the central banks are tottering in some f}z nsl e o of the
demands for financial assistance are frequen.tly m.ade by the’ e o o the
ing Director is not a bed of roses. His assxsfcance to 2 B e o
Managm; about Rs. 35 lakhs postponed the crash till recently and as the timit for
f:x:n:e(;m investm;ant has been almost réached, he car‘mot 1l))e blame!
follows a more cautious policy in financing weak banks in C.P.

i er of such
Agricultural Societies (for purposes other than c’redlt).—.—'l;h:n snu;;bagricultural
jeties rose by 7 to 86. They consist of 2 Landlords As'soc1a 1 t;l B
associati 17 seed unions and 9 adat shops. The working capi o .
35500,13“0“'5:‘ tions amounted to Rs. 1,74,270 and their reserve fund 01 76.857 ,and
}Fggsco?::z;;jl;?ng figures for the Agricultural assqciati?ng wec;'emlzl.e ; ; s
65,527 respectively. The seed unions usually deal in kmf tﬁz e ope s doing
R; 1,839, with an working capital of Rs. 9,709. Onlly'_ one o o adat ®
sox:ne’ wo‘rk, 3 have not started work and the remaining 5 are

iabili i ieties

Non-agricultural credit societies (unlimitf;gx h;lt)allllty‘)l;;;rel;uztfys :im}x;e:oc?z;fs "

i istered during the year. e t n ol

1?}f1 thllS dazfs t‘:xzr;e]:rg?vas 78 (45) with a membership of 1,085. The working cap g
e close |

and outstanding loans rose to Rs. 67,137 and Rs. 55,470.

ili cieties

Nou-a 'culturiﬂ societies (Limited Liablhty).—.The numlbex;‘ ;flms::;ho\s:s txan e
i : n-51g$ith a membership of 22,595. The working capx;aGS? o 130,
:Oseho one up to Rs. 15,94,366 and Rs. 14,712,317 (Rs. 15,72/ o numb,er. -y
rer at‘;sef Most of these societies are fairly doing well .':\nclc : ;5 e
resﬁeg ian:eased In some societies, business has been resu; e

e . .

;va(;aries of persons drawing less than Rs. 100 has been stoppe

i ieti oses other than credit).—There were 114
.N.on-agnc?llt““: :‘f‘c\‘:l:ec; ;:io:vel::r:tores societies, 3 dairif-:s, 10 industrial uﬁg
modieties of e t:yp ;ocieties 17 thrift societies, 5 adult education and _4 f:om:};) o
ciationg, 16 h(-)usler.:,g 14 better, living societies, 2 village developn}en.t soc'lslt;l:s;‘e n(iaber-
educajaon et ,6 general purposes and 8 multi purpose socxetxes.l ‘e membor-
breedine SOCIQU.GS, capital of the stores increased from 1,234 to ’a] and from
;:xipﬂanzd“v:grl;l:gm’s; respectively, The sale of goods to members also
s. 11, .

Rs. 1,19,062. rvision

Rs. 1,09,466 'tO i Dairy Society continues to do so?d work. under aﬂ::i S}‘;f:g have

The Te.lmkherl Department. The other two dairies at Bilaspur %6 but ther
of the Agricu tura Thepmembership of these societies rose from 33 tods ,rose from "
made. good s.tart.f il from Rs. 16995 to Rs. 15238, The sale of goo
workngssc: p11t:;1 3; 682 and they made a profit of Rs. 936. ile the loans
Rs. 30, 0 K5 ’ ¢ the housing societies has risen to 676 (6?3)1 Whl_lfal heasode-

Thilirrxxlenlt?::};laﬁl:n to Rs. 578,783 (Rs. 579,659). The working capi
outstanding h:

creased further to Rs. 6,00,013 (Rs. 6,54,477).

ieti to Rs. 81,19,812
ds of all societies rose RS,
B ot which reservi)oi)ﬁf;presented the fund of the Provincial Bank,

i . 5,15 imaries,—including
(Rs.lzls’gséggstha), :fo:v}tlll:;hcennstrai b’anks and the balance that of primaries, m,

Rs. IOy . '

12 :
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a sum of Rs. 26,92,422 representing the reserve fund of societies under liquidation,
Of the total reserve fund of the movement, a sum of Rs. 2516,735 is invested in
Government securities and post office cash certificates, and the balance

of Rs. 56,03,077 is mixed up in the working capital of banks and societies as detailed
below:—

In Provincial Bank shares . 4,?('5?.580
In Central Bank shares 21,815
In Reserve Bank shares .. 10,000
In working capital of share societies and societies under

.reserve fund scheme . .. 636,771
Uninvested .. 4461851

Total .. 56,3077

Loans due from societies and members under award and societies under liquida-
tion.—The total loan due from societies and members under award and from socie-
ties under liquidation was Rs. 86,12,897 (Rs. 96,13,326) or 68'5 (73:5) per cent of the
total loans outstanding against societies. These figures give an idea of the failure
of co-operation and the straits to which the movement based on thrift and mutual
supervision has been reduced. The percentage of central bank loans under coercive

recovery decreased in the Central Provinces from 56-8 to 50-0 and in Berar from
_ 83+4 to 80-2. ' '

The Institutes and C. P. and Berar Federation.—The Province continues to be
divided into five institutes and all the central banks except Wardha and Balaghat
have been affiliated to them. The institutes are experiencing difficulties in the
realisation of per capita subscriptions from members, whose debts have been con-
ciliated by debt conciliation boards. The budgets of these institutes show deficits
and Government grants are not sufficient to cover them; they are living on their
accumulated balances. Opinion is gaining ground that the institute system should
be abolished and the old system under which each bank was responsible for its
education, supervision and recoveries should be revived.

With the election of the new governor, Rai Sahib U. S, Bisen, in the place of
Pandit Kashi Prasad Pande the headquarters of the C. P. and Berar Federation was
shifted from Sihora to Jubbalpore. The Federation Congress was held at Nagpur
in October 1938. The report of the sub-committee appointed for réviewing the
system of education and audit of primary societies was considered by the conference,
and the recommendations of the committee were adopted viz, (1) the system of
education was working satisfactorily and required no alteration, (i) the audit of
primary societies should be made biennial instead of annual and (iii) the system
of audit and education should be made uniform in the CP. and Berar, i.e, audit
fees should be charged in Berar as in the Central Provinces and the audit 'of 'p‘rixnary
societies should be controlled by the Registrar's audit fund.

The scheme of training and education financed out of the Government, of India
grant was carried out by Educational Inspector, assisted by three Assistant Educa-
tional Inspectors, as in the previous year. In the first half of the
held for circle auditors, valuers and chief group officers,
officers, managers, accountants, etc. In the lafter half of the
were organised by the staff with the help of the Divisional C
for members and office-bearers of rural societies. The village

by the instruction given at the classes. 1t is, however,
"ledge should be refreshed from time to time.

year, training classes
0-operative Institutes
rs are much benefited
necessary that their know=
The Institutes have, therefore, been

e year, classes were -
society auditors, groupP .

Co-or SocieTies AT Work 1N Inp1a (THE Punias, 31-7-39) 413
requested to see that the members do not relapse into ignorance and to utilise the
services of trained literate members in the writing of accounts, minutes of meetings
and loan applications. Though the results are bound to be slow, the utility of the
classes cannot be denied and efforts in this direction must continue until there is
real and substantial awakening and the societies become truly co-operative.

Attitude of the public and general remarks.—The general attitude of the public
towards the movement was one of disappointment. Even most of the.tried workets
were not free from this feeling. When in spite of the elimination of member after
member and society after society the old and tried workers see continued disregard
of the elementary principles of co-operation and banking, and the crumbling of
the edifice which they have laboured hard to build up, it is no wonder that they’
lose heort and feel despair for the future. They have not lost faith in the principles
underlying the movement, but they have come -to realise that sound principles
alone cannot help unless they are put in practice and honestly followed. Co-opera-
tion, however, is the only panacea for most of the evils from which agriculturists
suffer and it is hoped that with the spread of the knowledge of the fundamental
principles of co-operation among the members of primary societies through con-
tinuous propaganda work by the department and honorary workers, and with the
improvement in their economic position on account of war, it may be possible to
revive the movement by pruning out those members and societies which are beyond
repair and by organisation of new societies, especially of multipurpose and crop loan
type, on cautious lines. To achieve this consummation, it is also-necessary that the
younger genefation and women who have not yet taken sufficient interest in the co-
operative movement should come forward in large numbers to join it.

The relations between the department and the honorary workers continued to
be cordigl. The task of honorary workers, especially in Berar, has not been an
enviable sne and thanks of the department are due to those workers who have self-
lessly and devotedly laboured for the movement in spite of adverse circumstances,

THE PUNJAB

Review of the Report of Mr. M. R. Bhide, LC.S,; Registrar, on the working of
the Co-operative Societies in the Punjab for the year ending 31st July, 1939.

The Registrar paints a gloomy picture of the year under report, but undoubtedly
it was a bad year for.the Punjab farmers, and the Registrar’s colours are per-
haps not too dark. Co-operation, however, is a child of adversity and if it cannot

" survive in bad times, it is not true co-operation. Judged by this test, Punjab

co-operation is the genuine article, as the report shows that taken as a whole it has
carried on surprisingly well, in spite of the blows siruck at it by climate, prices
and Agrarian Laws. These laws although framed to cure evils for which co-opera-
tion, so far from being responsible, was founded to be i_tself the remedy, have en-
abled co-operators of poor moral fibre and discipline to do much damage to the move-
* ment.

There are two bad features noticed and rightly condemned in the report, the

turning of the co-operative staff into debt collectors, because of the unwillingness

* of the co-operators themselves to pay and to make their fellow members pay their

just debts to the societies, and the disloyal activities of some rural magnates who
have used their influence to borrow.from societies, have become wilful defaulters
and set a bad example for other debtors in a humbler position.

The Punjab to-day is sadly’ in need of discipline. The old bonds of custom
and religion have been loosened by the impact of modern condition, but not yet
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have they been replaced by the new bonds of conscious and disciplined citizenship.
It is hoped that the Co-operative Movement will in time help to provide these new
bonds; but at present it is still an up-hill struggle against the spirit of indiscipline
and moral slackness. :

Nothing would help more to tone up the Punjab and nothing is more wanted
to-day than a strong savings movement. With the vagaries of climate, prices, and
the risks of diseases and pests of crops and cattle to which the Punjab is subject,
a savings account is as important to the farmer as a good plough, and yet the
Co-operative Movement has so far failed to establish the principle of saving except
in a few of its best societies. Let us hope that the Punjab’s keen desire to help in
the defence of India will enable its support of Defence Bonds and Savings Certifi-
cates to become the thin end of the wedge of a Punjab Savings Movement,

The Registrar, Mr. Bhide, makes no attempt to conceal the defects of Punjab
Co-operation, and the Punjab Government is grateful to him for his frank and
interesting report. In spite, however, of the defects which he rightly castigates,
co-operation is making definite headway in the Punjab. The report shows that
debts have been reduced, while the numbers of members and of societies have
increased. Until recently Punjab Co-operation was mainly concerned with credit,
but in recent years it has begun to attend to many other aspects of village life and
rapidly increasing number of societics are being registered for the improvement of
health, both of man and beast, the development of animal husbandry, soil conserva-
tion and the betterment of village life in general. This is a most wise and wel-
come policy. Besides spreading the principles and practice of self-help and self-
improvement over a far larger area, it will inculecate the much needed lessons of

discipline and mutual harmony and co-operation and so prepare the people for
the more difficult and dangerous business of agricultural credit,

to him for building it up so well.

The Co-operative Dramatic Party continued to amuse and instruct. This is
the most popular of all the activities of the department and wherever it goes it
draws far larger audiences than it can possibly cater for.

Consolidation of holdin
end as popular as ever.

ing :zmtixezxa:’re fanoth]:r 20 million acres to be consolidated the necessity for find-
ol makin i ivi R g
stressing. g this activity more nearly self-supporting requires ne

Arbitration societies are another ext
unfortunately they are only popular in

ade, in villages where panchayats are
in other kinds of co-operative societies
Organization in the Punjab. The Pan-

remely useful branch of co-operation, but:
a few localities.

. Some adjustments may have to be m
constituted, regarding arbitration and certa
but there is ample room for both types of
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chayats will take a long time to build up and it should be possible for both systems
to flourish side by side.

. Co-operative Marketing has hitherto been less successful than it should be.
Even more than credit, it depends on discipline and personal honesty and can only
be expanded as the spread of Co-operative principles being a stronger sense of
responsibility to those who wish to profit by the use of the system.

A very promising grain scheme has been started in Gurgaon and round Delhi
whereby repayment of loans is made in kind through a commission agent appoint-
ed by the Ceniral Bank. The ingenious experimént has applied the collective
bargaining to the indigenous marketing system with which the peasant is familiar.
The co-operative producer enjoys a reduced rate of commission, some measure of
control (through the Co-operative Staff) over weights and measurers and the
convenience of remittance direct to the Central Bank, his account in the primary
society being cleared by a paper transaction. The scheme has the additicnal ad-
vantage of linking credit with improved seed supply as loans for grain seedg are
made in kind.

Women’s Co-operative Societies are few in number and not an unqualified suc-
cess. Considering that thrift is essentially a woman’s virtue and that character
training is the work of mothers, it is pogsible that the limited attention hitherto
poid to girls’ education and to women’s Co-operative Societies is at least one cause
of the =bsence of those robust virtues of discipline and self-help upon which Co-
operation depends for its success. The Punjab Govemment, however, is alive to
the importance of Women’s education and welfare work and every effort is now
being made to make up the lee-way lost in past years.

There is much cause for searching of heart in the co-operative movement, but
there is also much cause for thankfulness and for confidence. The movement is
weak in some areas, but it is healthy and vigorous in many others. There is infi-
nite room for expansion particularly of the many kinds of co-operation not con-
nected with agricultural credit. Expansion, however, means more and yet more
staff for organization and supervision, and so it must regretfully be deferred until
the provincial finances will allow larger sums to be devoted to this most benefi~
cent activity. The present Co-operative Staff has a full and sometimes difficult
task to perform during the present times of financial and economic stringency and
Government is grateful for their hard and loyal work and for the willing co-opera-
tion of many departments in bringing home the benefits of better health, better
farming, better homes and better business to the people of the Punjab.

F. L. Bravng, .
Secretary to Government, Punjab, Development Department.

TRAVANCORE.

Review of the Government of H. H. the Maharaja of Travancore of the Report
of the Registrar of Co-operative Societies, Mr. M. Ramachandra Rao for the year 1114
M.E. (1938-39).

General progress of the movement.—During the year under review the depart-
ment continued its policy of rectification and consolidation of Societies and cautious-
expansion. Societies were registered with care and preference was given to non-
credit Societies. During the year, 18 Societies were registered of which 17 were non-
credit ones. The registration of 67 Societies was cancelled in the year, as against

¢ 66 in the previous year. The total number of Societies of all types at the end of the
year was 1655, as against 1704 at the end of the previous year. Greater attention
was devoted to the development of non-credit activities. The Government note that



A ]

[

416 THE INDIAN Co0-0PERATIVE REVIEW

Mmore attention is being devoted to the rectification of Societies a iquidati
nd liquid;
such of them as are beyond resuscitation. ’ Auidation of

Share capital, working capital, reserve fund and deposits—The working cap‘ital
of the Societies fell from Rs, 84,58,447 to Rs, 79,34,873. The fall is chiefly due to
the cancellation of a number of societies and to the repayment of share capital and
deposits. The average working capital per society was Rs, 5,003 as against Rs. 5,050
in the previous year. The total share capital in the movement at the end of ’the
year was Rs. 32,15,979, as against Rs. 33,71,343 in the previous year. The average
paid up share capital per society was Rs. 2,028 as against Rs, 2012 and that per
member was Rs. 16. The total receipts and disbursements under deposits were
Rs. 14,01,501 and Rs. 16,10,976, respectively, as against Rs. 16,81,411 and Rs. 18,64,122
in the previous year. The total turn-over of all the Societies aggregated to
to Bs. 1,1458,748 which showed a decrease of Rs. 18,76,214 from the turn-over for
the previous year.

Profit and loss.—918 Soc_ieties, including the Central Weaving Society worked at
a profit, the total profit being Rs. 1,37,027. 667 Socielies including the Central Bank
worked at a loss, the total loss being Rs. 2,54,018.

Loans.—Loans to the extent of Rs. 11-75 lakhs were given in the year. Loans
granted for the purpose of discharging prior debts predominated.

Demand, Cellection and Balance.—The -collection work was poorer than in 1113
M. E. The Central Bank has fared the worst. Against a total demand of
Rs. 828,695 under principal and Rs. 219,014 under interest, the Bank collected only
Rs. 254,167 and Rs. 65,166 respectively, thus leaving a balance of 69-3 and 70-2
per cent of the demands uncollected at the end of the year against 60-07
and 60'2 per cent only during the previous year. The percentage of balance to

total demand also rose to 72-1 under principal and 79:0 under interest from 70-4 and -

74-8 only during the previous year. The collection work is thus very unsatisfactory
though it is reported that the Department made a wholehearted effort to induce col-
lection of overdues. Government hope that during the current year the Societies and
the Department will be more vigilant in this matter and show apperciable improve-
ment in collection work.

Non-official supervision.—Government are sorry to find that the Supervising
Unions have not come up to the mark and that the Registrar has been forced to
give them a warning in his report under review. It is hoped that these unions will
{ake the advice and warning given by the Registrar and justify themselves by doing
good work during the current year.

Concessions to Societies—During the year Government continued their assist-
ance to the Neyyatinkara Gorasa Vyavasaya Co-operative Society Ltd., by making
a grant of Rs. 500 towards its working expenses. Government also sanctioned the
continuance of the services of a Departmental Inspector to the Travancore Wholesale

» Society at Alleppey and sanctioned a grant of Rs. 2,500 towards its working.

Sale Officers—Though the Sale Officers had with them awards for Rs. 1,25,375 for
execution, a sum of Rs. 24,287 alone has been realised. The Sale Officers should
execute a greater number of awards during the current year and reduce the pend-
ency, so that the total amount of overdues may be considerably reduced.

Liquidation.—The liquidation of only 3 societies was completed during the year.
There were 327 societies under various stages of liquidation at the end of the year.
The Assistant Registrar in charge of the liquidation work and the special staff should
devote greater attention to the work and liquidate a large number of those socie-
ties during the current year, . ) o

Al

THE COMMITTEE ON CO- CPERATION IN MADRAS (1939-40).

SUMMARY OF RECOMMENDATIONS

RURAL INDEBTEDNESS

Effective legislation should be enacted (by amending section 14 of the Madras
Debt Conciliation Act) for compulsory conciliation of debts, and facilities must be
provided for scaling down debts on some principles definitely laid down by legisla-

-tion,

Whenever an application is made by a debtor or a creditor, all the creditors of
the debtor should, on receipt of a notice, disclose the debts due to them within a
prescribed time and all the claims not so presented should be deemed to have been
extinguished.

Suitable provision may be made to place scaled-down debts on a new footing

with instalments for repayments.

Debt conciliation proceedings should hot be confined to cases where creditors can
be satisfied with loans from land mortgage banks.

A simple rural insolvency law on the lines recommended by the Royal Com-=-
mission on Agriculture, the Indian Central Banking Enquiry Committee and other
Committees should be enacted and insolvency tribunals should function in villages
and promptly administer the law on the spot. If a separate enactment is not con-

sidered necessary, suitable provision relating to rural insolvency may be incorpo- .

rated in the Debt Conciliation Act.

Protection must be given to the debtor not only to ensure to him a fair treat-
ment in the determination and recovery of debts but also to prohibit his eviction
without full compensation for improvements made by him if he is a tenant and to
exempt bis homestead and a minimum agricultural holding from attachment.

Legislation restricting alienation of agricultural land (apart from the land assign-
ed to scheduled classes) is not favoured.

Existing mortgages of agricultural land in which the mortgagee has enjoyed the
fruits of the land for not less than 25 years should be deemed to be extinguished.

No usufructuary mortgage of agricultural land should be permitted unless provi-
sion is made for automatic redemption within a fixed period of years, of which 20
should be the maximum.

Legislation should be undertaken for compulsory licensing of money lenders.
It should provide for proper maintenance of atcounts by them, periodical inspection
and audit of their accounts, fixation of a maximum rate of interest, imposition of an

~ obligation on money-lenders to furnish periodical statements of accounts to debtors,

prohibition of compound interest and the signing of the contract by borrowers, the
contract being in the language of the district to which the borrowers belong. The
rates of interest prescribed under the Madras Debtors’ Protection Act for other
debts are high and require to be lowered.

LAND MORTGAGE BANKS. .

+ A five year plan of expansion of land mortgage banks so as to provide for at
least 200 banks covering the whole Province is recommended. '
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Special arrangements should be made to enable land mortgage banks to help
the ryots with long-term mortgage credit in dry areas by offering the Central Land
Mortgage Bank temporary accommodation either from the general revenues of the
Province or from the Famine Relief Fund. Provision should be made for the
eccnomic improvement of the ryots in dry tracts through adequate irrigation- faci-
lities including the sinking of wells, dry farming and organization of small scale and
large scale industries.

Legislation on the lines of the ‘Torrens system’ may be undertaken and, if neces-
sary, incorporated in the Madras Land Mortgage Bank Act (X of 1934).

The Central Land Mortgage Bank should finance on a more intensive scale
pern.lanent productive improvements to lands. The technical advice and help of the
Agriculture, Industries, Revenue and Engineering Departments should be made

available to the Central Land Mortgage Bank and Primary Land Mortgage Banks
for issuing such loans.

Grant of loans by Government under the Agricultural Improvement Loans Act
for land improvement in areas served by Land Mortgage Banks should be discour-

aged. Loans for land improvement should be charged a lower rate of interest than
loans for other purposes.

Loans smaller than Rs. 500 should be encouraged.,

Loar?s for periods above seven years may also be given by land mortgage banks
for .genume long-term productive purposes, the Central Land Mortgage Bank under-
taking to float debentures for 10, 15 or 20 years, as the case may be.

Loans for the discharge of prior debts for more than twenty years are not sup-
ported.

The Central Land Mortgage Bank should float debentures for a slightly longey .-«

period than the period of loans in order to provide for extensions being given in
deserving cases. (In the case of twenty-year loans, debentures for twenty

-five years
may be floated.) ¥y

The present system of making the debentures irredeemable for a definite period
of not less than ten years certain, and with option io the bank to redeem them there-
after, is sound and should continue.

The proposal of the Reserve Bank of India that a borrower in a land mortgage
bank might serve a period of probation in a primary credit society is considered
impractical and is not supported.

No restriction should be placed on the simultaneous operation both by the Gov-
ernment and land mortgage banks for the supply of long-term money to the agri-
culturists for paying off their prior debts.

Land mortgage credit should be linked up with schemes of insurance.

The operations of land mortgage banks should be co-ordinated with schemes
for debt conciliation. Conciliation boards chould give notice to the principal
long-tern: agency concerned before they go on with their further pro-

ceedings. Either the president or some other office~bearer of the land mortgage .

bank should be appointed a member of the conciliation board when it operates in a
particular area.

The special staff of Land Mortgage Bank Deputy Registrars should be disconti-
nued with a view to avoid delay and secure great efficiency and co-ordination among
the co-operative agencies. For this purpose the District Deputy Registrars should
be relieved of a portion of their present work and the number of District Deputy
Registrars should be increased if necessary.

\

a second charge.
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The co-operative Sub-Registrars in ’charge of land mortgage banks should be
empowered to send all applications for loans not exceeding Rs. 5,000 direct to the
Central Land Mortgage Bank. The strength of the Co-operative Sub-Registrars
should be increased in areas where there are large number of loan applications.

The President of the Central Land Mortgage Bank may be empowered to sanc-
tion all loan applications not exceeding Rs. 2,000, such sanction being intimated to
the next Executive Committee, .

There should be some machinery to compel creditors and others who have a
claim on the properties sought to be mortgaged to appear before the primary bank -
and to receive payment. .

The concession as regards registration fees and encumbrance certificates should
be continued.

The continuance of the guarantee by Government of the principal of and interest
on debentures of the Central Land Mortgage Bank is recommended.

Tt is necessary that the Central Land Mortgage Bank should so arrange to do its
business that in the long run it may be independent of Government guarantee.

The utilization by the bank of its sinking fund for'buying up its debentures and
purchasing subsequent issues of debentures which it may float for ensuring their
popularity in the money market is recommended.

The Bank and the Trustee should be in close touch with the money market
through a firm of brokers for estimating the lowest rate of interest on debentures
which will be acceptable to the investing public.

In abnormal times, Government should come to the assistance of the Central
Land Mortgage Bank and put it in possession of funds either directly or by floating
2loan for the purpose

The Reserve Bank of India should give its unstinted support to the Central Lafnd
Mortgage Bank either by itself purchasing some of its debentures or by making
advance on any such debentures. It is suggested that the Provincial Government
may take up the matter with the Reserve Bank of India.

Section 9 of the Madras Land Mortgage Banks Act should be amended so as to
provide that the claim of the mortgage bank to the crop should be postponed to the
extent of priority of the primary credit society; in other words, it should constitute -

AGRICULTURAL CREDIT SOCIETIES.

A comprehensive plan of reconstruction of bad, moribund or indifferent
societies should be taken in hand as early as possible. _

A voluntary pool of the reserve funds of primary societies in the area of a cen-
tral bank and of the central bank concerned, with the Registrar as the Trustee, is
recommended for a temporary period for the writing off of bad debts in societies which

can, through such a measure, be rehabilitated.

Societies beyond the scope of rehabilitation should be liquidated.

The problem of disposal of lands should be tackled at once by a scheme of “rent-
purchase” on the Burma model or other suitable methods with the help of long-
term money to be provided by the Government or the Central Land Mortgage Bank.

Except those whose loans have proved definitely bad, other deserving defaulters -
should be given fresh finance, .

13 .
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) A comprehensive five, seven or ten-year plan of expansion so as to bring every
village in the Province within the orbit of village co-operatives should be drawn up
and executed.

Small village societies should be re-organized on a wider basis by grouping
them together into one society.

Alongside of cxpansion and reorganization, an intensive campaign for increased
membership of societies should be launched with a view to replace money-lender’s
credit by co-operative credit within as short a time as possible,

Compulsory membership of eligible villagers in co-operative societies is not
favoured. :

The functions of agriculiural co-operatives should be enlarged so as to include
all the economic needs of members.

Promotion of subsidiary industries through village co-operatives or through
separate co-operative organizations with suitable safeguards should be attempted
and pushed through.

Village co-operatives should introduce improved methods of agriculture and
seed and intensive methods of cultivation in order to ensure uniformity of crops and
uitimately, to facilitate consolidation of holdings.

Individual maximum credit limits for unproductive but unavoidable expenditure
should be fixed by the village co-operatives.

The grant of loans in kind and recoveries in kind by the village co~operatives
should be encouraged in suitable places to prevent mis-application of money and to
train members of societies in co-operative marketing.

The liability of rural credit societies should normally be limited but if in the »};

opinion of the Registrar, Javing regard to local opinion and other circumstances,
unlimited lability is more suitable for any societies, liability may be unlimited ’
The newly organized village co-operatives should have paid clerical staff with
necessary training. The system of group clerks is not recommended. Honorarium
and clerical remuneration to office~bearers for maintenance of accounts of societi
or for specific services rendered may be permitted on a definite scale. e

Future lending by so?ieties to members should be carefully regulated and the
m.embe{'s s%xould be .eﬂt'ectlvely prevented from being driven to money-lenders and
with this view a policy of full finance is recommended. ' ’

It should be open to central banks to relax the individual maximum credit limit .
of members of affiliated societies.

The Madras Provincial Co-operative Bank, central banks and primary credit
societies must confine their operations to short-term and medium-term loans from
the money raised through deposits of suitable duration,

Short-term or working credit should be the first char
out of the sale-proceeds of the next harvest. The medium-term credit should be
repaid out of the margin of the member’s income, ordinarily from three to five years
and in exceptional cases, seven years. Loans for domestic expenditure or consump-

tion purposes, while they cannot be eschewed alto i .
gether, require st i
than has been the case in the past. duire stricter scrutiny

ge on the harvest and repaid

Loans against produce should be developed through vi L.

. qogs gl v1llage societ; s
should provide facilities for storing the produce in the intery :1 1ei e:vhlch
harvest and sale. It is desirable that Government should extend financial assi ::‘?en
to village credit societies for the construction of indigenous godowns istance
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Loans against standing crops should be given only by agricultural credit socie-
ties, and not by sale societies.

Primary societies should be given the first charge on the produce of members’
holdings raised with the help of loans advanced or other requirements supplied for
seasonal productive operations subject to the overriding claims of the State in respect
of land revenue, up to the extent of the loan advanced.

Village co-operatives may be permitted to give loans to their members on the
pledge of jewels.

Members of agricultural credit societies should be provided with capital for their
agricultural operations or other needs with as much promptitude as possible.

Sustained efforts should be made in the immediate future for the popularization
of the forecast system,

Cash credits may be granted by central banks to select village credit societies to '

enable them to draw money and disburse it to their members as and when required.
A lower rate of interest on cash credit loans is recommended.

The scheme of controlled credit may be given a fair trial in suitable localities
with necessary modifications.

The by-laws of village co-operative societies should be strictly enforced in the
matter of recovery of overdues.

In the event of failure by village societies to take action, central banks should
be empowered to take coercive steps against defaulters with a view to recover over-
due debts.

The village co-operatives must adopt a technique of recovery suited to the actual
economic and crop condition of the area in which they operate.

Extension should be allowed in all deserving cases, particularly when there isa
general crop failure and the member is economically disabled from repaying the
loan.

Village co-operatives should aim at financial self-sufficiency by tapping local
deposits and promoting savings among members.

All agencies—village credit societies, supervising unions, central and land mort-
gage banks should aim at the segregation of overdue debts and their transfer to land
mortgage banks. )

In order to regulate the normal credits of members and facilitate the system of
forecast loans, or cash credit or controlled credit, it is necessary to have the property

statements prepared even in the case of societies adopting limited liability, with

suitable modifications.

SOCIETIES FOR SCHEDULED CLASSES.

In view of the special circumstances of the scheduled classes, there is & neces-
sity to have separate co-operative societies for the be_neftt of tl‘le.scheduled classes;
option may, however, be given to them to join the existing societies for other com-
munities, wherever they so0 desire. Members of scheduled c1a§ses, wh.er.e they are
already members of ordinary village co-operatives may be permitted to join schedul=-
ed class societies also for purposes other than borrowing. ,

The organisation and supervision of the scheduled class societie.s s:hould be en~
trusted to co-operative inspectors working under the Labour Commmoner through
the District Labour Officers.
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Government must undertake the financing of societies for the scheduled classes -~

in the special circumstances of their present existence.

Government should undertake a ten-year plan of economic re-organization of
scheduled classes and should offer facilities of agricultural colonization by the for-
mation of co-operative societies for the purpose. '

Subsidiary occupations and suitable cottage industries should be introduced for
the members for profitably employing their spare time.

Loans in cash should be eliminated as far as possbile, and their requirements,
domestic and otherwise, should be supplied by the societies in kind.

Pawn shops should, wherever possible, be established for the benefit of the sche-
duled classes. ’

Propaganda and education among scheduled classes by proper men from their
own community should be undertaken.

Compulsory labour amorng scheduled classes, wherever prevalent, should be
abolished. :

Suitable measures for debt relief should be enacted for the benefit of f.arm
labourers and landless workers.

Government should formulate a comprehensive policy and concert measures for

the educational, social and economic improvement of the aboriginal and hill tribes
based on the results of a detailed survey of their existing conditions.

The appointment of a special officer for an enquiry into the conditions of these
classes is recommended.

URBAN CREDIT SOCIETIES AND EMPLOYEES' SOCIETIES.

Urban Banks as such should be separately dealt with'in d ieti
and reports. in departmental statistics

There should b o
Madra:re 0 e only one bank for each urban area except in big cities like
Where the area is large, sub

-societies may be constituted wi ,
local conditions. with due reference to

Where sub-societies are not or cannot be formed i
: , the election of directorg

be arranged on the basis of the ward system or through an electoral Comnﬁt‘bes:ould
The term of office of the directors ma y reti .
y be three years. The retirin di;
should ordinarily be eligible for re-election; but it should be open to inyr::-?:i
bfmk or society to bar re-election for a specified period. A system of retirement of
directors by rotation is recommended. ent o

Urban Banks shall continue to give loans on thé S
immovable properties, deposits of gold and silver a
case of loans on gold and agricultural produce, the ar
provided there is no society there doing such busines

Urban banks should be entrusted with the duties of organizi
i 8 ganizing and i
financing artisan classes and crafts men in order to save them fror: explo(i:'?a‘}c:musl-liy
middlemen and money-lenders. on by

ecurity of persons, mortgage of
nd insurance policies. In the
ea may extend up to five miles
s—credit society or sale society.

Urban ‘r;anks should provide greater banking facilities to their ¢
extension of current accounts and cheque transactions, ete,, but di i bills
should not be undertaken. Urban banks should extem,'l stounting of
members on proper security.

ustomers such as '

cash credit facilities to their
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A continuous and intensive ‘drive’ by urban banks should be undertaken for
the greater encouragement of the habit of thrift through the provision of extended
facilities such as thrift certifjcates and hundi boxes.

Immediate steps should be taken to reduce the arrears in urban banks and
societies and to prevent accumulation in the future.

The rates of interest allowed by urban banks should not exceed one half per

cent over and above the rates on their borrowings paid by central banks working in
the area.

The direct affiliation of urban banks (with a working capital exceeding Rs. 5
lakhs) to the Madras Provincial Co-operative Bank is opposed.

GOVERNMENT SERVANTS’ AND OTHER EMPLOYEES' SOCIETIES.

In places where there is a Government servants’ co-operative society or an .
employees’ society, Government servants and employees of district boards and
municipalities may join such society only; they should not be entitled to become
members of any other credit society.

Tt should be impressed that employees’ societies are primarily intended to pro-
mote thrift and savings and that they are providers of emergency credit only. Com-~
pulsory savings should be enforced by distributing home safes and hundies to the
members of these societies. Government should institute a scheme of compulsory
life insurance and make subscriptions to the provident fund compulsory.

A second loan should not ordinarily be issued to a member of a Government ser-
vants’ or employees’ society before he has repaid a certain portion of the first or
before the expiry of a specified time from the date of the last loan. ‘

The individual maximum credit should be limited to four times the salary of the
member provided it will be open to the society to grant loans beyond the limit
against jewels or other valuable securities.

The Government should take power to permit pay djsbursing officers to deduct
from the salary of their servants instalments of loans or other contributions due
from them to the Government servants’ societies and other employees’ societies. .

Heads of Departments must be instructed to take interest in the working and
welfare of Government servants’ co-operative societies and if the members so de-
sire, they may be made also the presidents of the societies concerned.

Government’should make it obligatory on the part of employers of industrisl
labour to start and run co-operative societies for their workers.

The workers should be paid their wages weekly instead of monthly,

Provision should be made in the rules for the constitution in big employees’
societies of smaller bodies of representatives or delegates in place of the present

general body of members, in order to ensure a fuller consideration of the subjects’
and of proper representation of all sections of opinion. :

CENTRAL FINANCING ORGANISATIONS

Co-operative Central banks should continue to be independent financing banks
for their respective areas and affiliated to the Madras Provincial Co-operative Bank
as at present and should not be converted into branches of the Provincial Bank. .

Central banks should not be split up into smell units, popularly known as taluk
banking unions. ‘ ~ X

Central banks should be constituted on the basis of one bank for one revenue
district without prejudice to any scheme of amalgamation, where local co-operative
opinion favours such amalgamation. - .

L]

P
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In order to make central banks

ur . . )
societice al pure type banking unions composed of affiliated

one, individual shareholders should be climinated from central banks

Central banks should co-opt th indivi i .

: pt three individuals to their board

and provide for such co-optation in their by-laws, o s of management
Representation of depositors on the boards of manag

not recommended. ement of central banks is

Central banks are advised to encoura

to place themselves in possession of ade
capital.

ge deposits for one to three years, and
quate iunds for supplying medium-term

The present restriction imposed b i i

. ‘ y Government regarding investme -
posits by local bodies in central banks should be withdrawn, ol de

.Central banks should ordinarily rely on their own funds for the return of de-
posits on due dates; in exceptional cases, the Provincial Bank may also lend tc
the central banks for this purpose.

Central banks should lend only to affiliated societies, and not to individuals.

Government should give subsidies and loans to central banks for the construc-

tion of godowns for the provision of storage accommodation and for promoting agri-
cultural marketing.

Central banks may be permitted to develop a safe custody department and
to take a re-pledge of the gold on which socicties have lent sums to their members.

.C.entr‘al banks may be empowered to proceed against individual members of
societies if the panchayats neglect to recover the dues from them.

. Cen.tral banks many continue or undertake commercial transactions and bank-
ing business of all kinds (excepting discounting of bills.)

'Ijhere should be a closer contact with and mutual arrangements between com-
mercial banks and co-operative banks for collection of bills, ete.

The payment of preferential dividend and issue of i
‘ preferential share -
tral banks may be done away with. s by cen

Co-optation of five individuals to the Board of Management of the Provincial
Bank is recommended.

The formation of two apex banks, one for the Andhra districts and another for
the Tamil districts working under the Registrar of the Province and with head-
quarters in the City of Madras with the option for Malabar and South Kanara to
determine their own affiliation is recommended.

MARKETING SOCIETIES.

The need for regulating or reducing the freight rates should be periodically
and forcefully impressed upon the railway authorities.
The Madras Commercial Markets Act (Act XX of 1933) should be extended

to other suitable areas with a view to control and regulate market conditions and
standardization of market practices. '

Market Committees should fix agreed standards and draw up standard contract
forms. :

There should be standardization of grades in the several commodities,
Extensive propaganda should be undertaken by societies and market comumit=
tees through leaflets and talks to educate the grower or the trader to deal in pro-

duce of good quality and in the fixing of limits of refraction or moisture and
standardization of the produce.

o
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Better dissemination of market intelligence should be ensured to the producers

and their organizations by all possible means such as rural broadcasting and
posters.

The existing loan and sale societies should be renamed “marketing societles”
and they should concentrate their activities rather on marketing and sale than on
granting loans against produce. Marketing societies may, however, make advances
against commercial produce having concentrated markets and brought to-them
for sale. ;

Marketing societies may be formed at the headquarters of each taluk with
branches in firkas, and they should deal directly with wholesale merchants and
consuming markets for the sale of members’ produce.

The system of “controlled credit” should be extended on a large scale and
loans given for the supply of improved seed, implements, manure, etc., by village
credit societies,

The help given by Government by way of Marketing Inspectors should be
extended to a larger number of societies to be formed in future.

The new marketing societies to be formed should be given subsidies, in the initial
stages, towards meeting the cost of management and methods of processing, etc.

The Provincial Government should continue to give marketing societies sub-
sidies of 25 per cent, even if the Government of India grant be discontinued for
the construction of godowns.

Marketing societies should be encouraged to issue to growers warehouse re-
ceipts on the pledge of produce stocked in their godowns and these certificates
should be made negotiable under the guarantee of Government or of Central Banks.

Loans to the ultimate horrower-producer should not be advanced at a rate
1% per cent more than the rate at which the Madras Provincial Bank lends to
Central Banks.

There should be no maximum credit limit for loans advanced against paddy
to individual ryots and for other crops Rs. 5,000 should ordinarily be the maximum,
discretion being given to the Registrar to enhance the limit in special cases.

Mark®ting societies should deal only with producers, and persons other than
producers should be strictly prohibited from the operations of these societies.

Marketing societies should be formed and encouraged for the benefit of agri-
culturists in the zamindari areas.

Special crop marketing societies for single crops, comprising alt co'nveniex.)t
areas of production, should be started at suitable market centres to provide faci-
lities for the growers to market their produce.

For the promotion of agricultural marketing a special marketing depar‘m}ent
should be created. If such a department canr}ot for any reason be created im-
mediately, all the marketing officers now wor‘kmg under the Agricultural depart-
ment should be transterred to the cc-?peratwe depart.ment so as to ensure co-
ordination between marketing organization and marketing credit.

HANDLOOM INDUSTRY AND WEAVERS’ SOCIETIES.

Méasures should be formulated (by legislation if necessary) for the adjust-
ment*of the spheres of production of the powerloom and t?le handloom or to res-
trict the production of mill cloth by fixing quota or otherwise. . ‘

Adequate cess should be levied on the sale of mxll cloth, Indian and foreign,
at a rate sufficient to counteract the effect of competition,
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Licence fee on mill-cloth dealers should be increased.

Differential freight rates for trans

port by railway of mill and hand-made pro-~
ducts should be introduced, so as

to give the handloom product an advantage,
The subsidy now granted under the Governmen

t of India scheme should be
extended for another five years.

The present annual subsidy is inadequate and should be increased, the Pro-
vineial’ and Central Governments bearing the increase in equal proportion. Part
of the subsidy may be in the form of free services of officers,

The supervision and inspection of weavers' societies should be done for the
next five years at least at the expense of Government through the Co-operative
department,

Primary production societies should be reorganized on a sounder basis,

The organisation of big societies must be differentiated from that of smaller
ones which produce popular cloth largely used by the rural population,

The production-of artificial silk cloth on handlooms should be discouraged.

The Central Emporium and the local sale depots of the Provincial Handloom
Weavers’ Co-operative Society should function as central display houses*and infor-
mation bureaus to both producers and consumers.

By a co-ordination of the efforts of the Industries

staffs, the products of the handloom industr
advertisement, etc.

» Co-operative and Marketing
y should be encouraged by display,

Iraport of foreign yarn into the country should be controlled,

The production of Khadi with the aid of the All-India Spinners’ Association

through the agency of primary production societies should be promoted.

7
The primary production societies should be

affiliated to the Provinefal Hand-
ral bank of the district and should
0 sources,

The Provincial Handloom Weavers’ Society should fin
requirements do not exceed Rs. 1,000 at any time.
ments exceed Rs. 1,000 should be financed by the ce

Loans to the primary production S0
the owned capital including their share
tion to these, loans may also be given a
the value of goods taken into stock,

Government must be the main &

' ‘ _ nancing agency for the Provineial Weavers'
Society by taking shares in the society and granting loans to it

The Madras Provincial Co-operative Ba
of credit only on the pledge of goods on

loom Weavers’ Co-operative Society and the cent
obtain their finance only from one of these tw

ance those societies whose
The societies whose require~
ntral bank, .

.
cieties may be granted up to five times
capital and their veserve fund, In addi-
gainst a floating charge up to 50 per cent of

nk can be an additional agency for supply
certain conditions,

COTTAGE INDUSTRIES,
There are possibilities of develo

: 4 pment of specific cottage industries, on a co-
operative basis, which should receive attention.

A Provincial Industrial Saciety should be e
the production societies for industries other

A scheme of financing similar to that recommended for the
societies and for the Madrag Provincial Handloom Weavers’ So

I necessary, two provincial societies
the other for the south and the west,

stablished to organize and admjnister
than handloom weaving, ’

he primary weayers'
ciety is recommended.
wmay be formed; one for the north and

fEt
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.

WOMEN’S SOCIETIES.

Societies for upper and middle class women should act -as centres of culture,

propaganda and education and take to small home industries such as preparation of
jams, preserves, pickles, ete.

Poorer and lower middle class women should be encouraged to undertake
small home or cottage industries such as hand-spinning, basket-making, mat-
weaving, bee-keeping, etc.

An attempt should be made to start societies or organize separate societies
in some of the existing co-operative organizations to advance small loans to these

women, to recover the advance in driblets day by day and to promote thrift
among them,

Paid staff should be appointed to give an impetus for the formation of women’s
societies and to promote home industries in such societies,

CO-OPERATION AND RURAL RECONSTRUCTION.

A Provincial Standing Committee consisting of the heads of Development de-
partments and a certain number of non-officials having as its Chairman the Deve-
lopment Minister and as its Secretary an Under Secretary to Government should
be constituted to secure co-ordination between the development departments and
to make them related parts of a comprehensive whole. ‘

There should be a redistribution of portfolios among the Ministers so that the
Chairman of the Provincial Standing Committee may be in charge of all the de-
velopment departments which are intimately concerned with rural welfare.

District standing committees consisting of officers of various departments with
the Collector as its ex-officio Chairman should be constituted with the same
purpose in view.

The work of rural betterment should be carried on with the help of properly
trained rural guides.

Rural reconstruction should be brought about by a co-ordination of the acti-
vities of the village co-operative societies and the village panchayat. At present
co-operative societies should be entrusted with the main burden of this work.

Sepa.rate better living societies are not necessary. Existing societies should be
reorganized in such a way that a single organization serves 2ll the economic needs
of the villager and promotes village welfare.

A gradual increase in the number of consolidation societies should be encouraged.

Arbitration co-operative societies may be started as an experimental measure
in select districts. . .

The formation of cattle insurance societies is not recommended in view of
the difficulties involved.

The efforts of the department should be directed towards the formation of
cattle-breeding societies. ‘ )

Crop insurance on co-operative lines is not possible and is not therefore
recommended. .

THRIFT AND SAVINGS.

Credit societies should tend to transform themselves into savings and banking
agencies. e
Village credit societies should provide for linking up savings with some det
finite objective or purpose,
14
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A sustained thrift campaign should be launched by the introduction of hundi
box system among members of agricultural credit societies and petty loans may
be granted, if need arises, against these savings to prevent withdrawls of the Savings.

Wherever possible, the hundi boxes may be substituted by savings or thrift
certificates, which may be made negotiable.

Village credit societies should induce members to contribute savings in kind
out of each harvest. '

Celebration of “Thrift day’ and vigorous ‘Thrift drive’ through lantern lectures,
biiajara parties, ete., is recommended.

Co-operative urban banks also should institute the system of savings certificates,
hundi boxes, etc., to suit their requirements. .

Thrift and use of money to be inclvded in the curricula of studies in schools and
colleges.

Central banks and urban banks may open small branches in schools to create
banking habit in the school children.
SUPERVISION, EDUCATION AND TRAINING.

The question of retention or abolition of local supervising unions should be
left to the decision of the central banks concerned.

Suggestions for the imi)roved working of unions (wherever retained) are made.

The question of the constitution of one or more committees in central banks
for the purpose of supervision should be left to them for decision.

Central banks may nominate one or two individuals to the governing body with
the consent of the unions.

The mode of levy of supervision fund should be left to the discretion of inat:/

vidual central banks.

Four linguistic unions should be formed and entrusted with the functigns
of the present Provincial Union.'

The Provincial Co-operative Union should have a federal constitution and

be composed of the four linguistic unions and be styled as the Provincial Co-ope-
rative Federation.

The Provincial Co-operative Federation should make provision for co-opting
individuals and giving them the rights and privileges of members.

The starting of a Co-operative College for abpirants for employment in the
Co-operative Department and for higher posts in big urban and central banks,
etc., is recommended. The College should be a Government college. The courses
of study and syllabus should be settled by the academic authorities of the Univer-
sity. The Government should have the help of an advisory council in the adminis-
tration of the college.

Two co-operative institutes, one for the Northern and the other for the Southern
districts should be established and entrusted to non-official management.

Government should introduce a book on co-operation and rural uplift for
non-detailed study in high schools run by them or with their grants,

The University should introduce suitable text-books on co-operation for the
college courses for non-detailed study.

AUDIT.

The statutory responsibility of the Registrar in the matter of audj

t of co- tive
societies should be maintained. co-opera
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The entire audit staff of the department should be constituted into a distinet
branch and differentiated right through from the administrative branch.

The audit staff should be placed directly in charge of Circle Audit Officers of
the status of Co-operative Sub-Registrars.

A qualified auditor of the status of a Deputy Registrar to be styled as the
Chief Audit Officer should be attached to the Registrar.

A high quality of departmental audit should be secured and the audit should
be done by inspectors adequately trained in audit.

The present system of employing full-time Government auditors should be °
continued.

Audit of urban and central banks by registered -accountants and auditors select-
ed from a panel is not recommended.

The audit of provincial co-operative institutions may be entrusted to register-
ed accountants and auditors appointed by the Registrar.

The extra expenditure involved in the separation of audit from administration
should be met from the provincial revenues.

The present exemption from audit fees in respect of certain classes of societies
should be continued.

The present scale of'audit fees of Rs. 5-8-0 and Rs. 3-8-0 a day should be

" reduced to Rs. 3-12-0 and Rs. 3 per day respectively.

Sale (marketing) and handloom weavers’ societies should be exempted from
the levy of audit fees for the first three years and also for a subsequent period of
three years, if necessary. .

The maximum audit fee levied should not exceed one-fourth of the net profits
of societies as declared by the Registrar.

The Registrar should be empowered to give rebate to any society up to a
prescribed limit in cases of hardship. J

SUPERSESSION.

The provision in the Co-operative Societies Act for the supersession of com-
mittees of societies is of practical utility and should be retained, The commiitee
of a registered society should not be superseded without the previous concurrence
of the financing bank. It should be obligatory on the Registrar to convene a meeting
of the general body of a society before actually dissolving the committee, except
in special cases. } '

The power vested in the general body of a society should not be affected by
the supersession of the committee. An appeal should be specifically provided for
against every order of supersession to the Local Government. Removal of one or
more members of the committee of a society is not recommended.

LIQUIDATION.

Measures taken by the Registrar for accelerating liquidation work are endorsed.

The appointment of non-official liquidators may be tried in urban centres or
for a convenient group of societies. A

The Secretary of a central bank should be made the liquidator when the re-
gistration of a society indebted to the central bank is cancelled. .
*  To prevent alienation of properties by members, no member of a society order~
ed to be liguidated should, be free to alienate his property to the prejudice of the
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claim of the society during the pendency of the appeal to the Government and
within fifteen days thereafter.

Properties of members should be made liable for immediate attachment by a
specific application by the liquidator in that behalf.

Systematic steps should be taken for the early recovery of assets of liquidated
societies and contribution orders, wherever necessary, should be passed without
any undue delay.

No contribution order or execution proceedings for debts due to a liquidated
society should be deemed valid six years after the society had been finally ordered
to be liquidated. \

Central banks should be permitted to recover a sum not exceeding 714 per
cent of the collections in liquidated societies for expenditure incurred by them
in connection with liquidation proceedings. ,

The lands bought in by liquidators should be disposed of by granting, if neces-
sary, favourable terms to original owners or their next-of-kin.

Following the practice in some British Indian Provinces, the Madras Co-ope-
rative Societies Act should be suitably amended to provide for the winding up of
the affairs of a society before its registration is cancelled.

GOVERNMENT AND NON-OFFICIAL STAFF.

The Province should be split up into four or five divisions and each division
should be placed in charge of a Divisional Registrar, starting with the immediate
appointment of two Divisional Registrars on a regional basis.

Rules regarding service conditions of non-official employees should be embodied
in the rules framed under the Act.

Provincialization of the sexrvices of employees of urban banks and central banks
is not recommended. .
CONCLUSION.

Publication of the Report of the Committee in the m

3 C ain languages of the
Province is recommended.

THE SIND PROVINCIAL CO-OPERATIVE BANK, LTD.

Government Press Communique No, P-262 dated 2nd September 1940.

In the Press Communique which was issued on 5th April 1938 in connection with
the affairs of the Sind Provincial Co-operative Bank it was announced that if it be-
came necessary to issue debentures with a view to supply long term credit to the
Bank, Government would guarantee such an issue, on terms to be settled with the
Bank. Pending the floating of debentures, Government undertook to supply the
Bank with such financial assistance as might be necessary. These declarations were
reaffirmed by the Honourable Premier in his budget speech for 1939-40 when it was
announced that Government were committed to guarantee a debenture issue of
Rs. 25 lacs both as to principal and interest. Owing to the condition of the money
market caused by the war, the debenture scheme has been held in abeyance, as
mentioned in the budget speech for 1940-41, and Government now wish to announce
that pending the issue of debentures, arrangements have been made for the grant
of cash credit facilities to the Bank.

2. Government’s promise of continued financial assistance to the Bank, coupled
with the able administration of the Bank’s affairs by the Committee of Management,
which is composed of men commanding wide public respect, has helped to restore
confidence in the Bank. This is reflected in the maintenance of deposits with the
Bank at a satisfactory level. The Bank repaid in March 1939 the advance of Rs, 8
lacs made to it by Government, and has since maintained its fluid resources at a
satisfactory level. There has also been some improvement in the recovery of the
Bank’s dues from Agricultural Societies as a result of the rise in prices and the
more vigorous efforls at collection. Though probably many agriculturists could
not reap the full benefit of increased prices last year, recoveries during the year
ended 30th June 1940 were 50% above those for the preceding years. In accordance
with the recommendations of Mr. V. L. Mehta, a thorough examination of the loans
of the Bank with agricultural societies has been carried out by Valuation Officers
whose services were lent to the Bank by Government, and this examination has
revealed that the position of the Bank is somewhat stronger than was expected in
April 1938. Steps have been taken to give effect to ’d{e othe:: r.ecommeflda.ti?ns of
Mr. Mehta such as the provision of new rules for financing societies and .mdx\nduals. .
retrenchment in establishment and other expenses of the Bank and revision of the
bye-laws relating to the Board of Directors. The term of the Comlttee of Manage-
ment, which was nominated by Government in April 1938 for a period of two years,
has also been extended upto September 1941.

3. At the same time, Government desire to emphasise that their policy with
regard to recoveries from living as well as liquidated societies will be strictly followed

in future. This policy was enunciated in the Press Note issued on 15th May 1940

thus:— )

“It has been brought to the notice of Government that, in many cases, members
of Co-operative Societies, especially of the Zamindari Class who can afford to repay
the amounts due from them are withholding payment under the impression that
guch default will be’ treated lightly by Government and the Revenue authorities and
that the loans will be eventually written off. Government wish to state that there
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is no justiﬁcati.on whatsoever for this belief. Government have every regard for the-
welfare of agriculturists but this does not mean that wilful default by persons who

can afford to repay their loans will be tolerated, and orders have already been issued *

that contumacious defaulters should be severely deéalt with. The increase in the
vrice of agricultural commodities since the war should, in the majority of cases
make it possible, for members to repay their loans. An enquiry into the debts of
agricultural societies, with a view to introducing a system of recovering the frozen
debts of the Sind Provincial Co-operative Bank by instalments upto a maximum of
ten, and granting other concessions on the merits of each case, has been completed
a'nd.under this scheme lands which have passed into the possession of a society or 8
liquidator will be returned to the original owners, whenever possible, on repa)"ment
of the original loan.” ’

4. The Sind Provincial Co-operative Bank being the apex Bank of the Co-opé-
rative Movement and the main agency for financing agricultural credit societies
occupies an important place in the agricultural economy of the province and Gov-
ernment trust that in view of the progress made and the steps taken by the Bank
since the crisis of 1937, the Bank will continue to retain the confidence of the d ie
tors and the investing public. ¢ cepost

—Sind Government Gazette, Part I, dated 5th Sep. 1940.

THE RESERVE BANK OF INDIA

REMITTANCE FACILITIES IN INDIA AND BURMA.,

The following are the Schedules of rates of Commission charged by the Reserve
Bank of India to Scheduled Banks and Co-operative Banks and Societies from
1-10-1940: —

RATES FOR TELEGRAPHIC TRANSFERS, DRAFTS AND MAIL TRANSFERS

. (A) For Scheduled Banks.

1. Telegraphic Transfers and Mail Transfers—A scheduled hank is entitled to
remit money by mail or Telegraphic Transfers between the accounts kept by its
offices, branches, sub-offices and pay offices at an office, branch or agency of the
Reserve Bank in British India and Burma as follows:—

(a) An amount of Rs. 10,000, or multiple thereof, between its accounts atb the
offices and branches of the Reserve Bank, free of charge;

(b) Once a week an amount of Rs. 5,000, or a multiple thereof, to the principal
account which it maintains with the Reserve Bank from any place at which it has
an office, branch, sub-office, or pay office, and at which there is an agency of the

" Reserve Bank, free of charge;

(c) Other remittances to its principal account subject to a charge of 1/64
per cent, and also subject to a minimum charge of Re. 1; am}

(d) CGther remittances between accounts maintained at the Reserve Bank or its
agencies: .
Up to Rs. 5,000. - 1/16% (Minimum Re. 1).
Rs. 5,000 and over 1/32% (Minimum Rs. 3/2).
Actual telegram charges ‘are charged in addition.

(e) Telegraphic Transfers and Drafts—In favour of third parties:

1. Up to Rs. 5,000. 1/16% .(Minimum Re. 1),
Over Rs. 5,000. 1/32% (Minimum Rs. 3/2).

Actual telegram charges to be chaged in addition.

2. Offices and branches of the Imperial Bank will have discretion to sell at
lower rates to the public but Treasury Agencies will invariably charge full rates, -

(B) For Indigenous Bankers, Co-operative Banks and Socleties.

*+ 1. Up to Rs. 5,000. 1/16% (Minimum Re. 1).
_ Over Rs. 5,000. 1/32% (Minimum Rs. 3/2).
Actual telegram charges to be charged in addition.
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For co-operative banks and societies the minimum exchange on drafts and Mail
Transfers for amounts up to Rs. 5000 will be Annas 4 only. '

2. Offices and Branches of the Imperial Bank will have discretion to sell at
lower rates to the public but Treasury Agencies will invariably charge full rates.

3. These concession rates will be granted only to:

A. Indigenous bankers.—The Reserve Bank will request Provincial Govern-
ments to submit their recommendations regarding the names of the Banks and
firms in each province to be included in an approved list of Indigenous Bankers.
The Bank will consider these recommendations and will thereafter draw up a list,
which will be circulated to all Offices of the Reserve Bank, all offices and Branches
of the Imperial Bank and all Treasury Agencies for guidance. '

B. Co-operative Banks and Societies—Formed and functioning under the Co-
operative Societies Act (Act II of 1912).

REPRESENTATIONS MADE BY CO-OPERATIVE INSTITUTIONS,
By the Madras Provincial Co-operative Bank, Ltd.

The Reserve Bank authorities mentioned in their statutory report (under sec-
tion 55(1) of the Reserve Bank Act dated 26th August, 1937 and circulated to the
public in June 1938) that “the facilities for remittance of funds for bona-fide co-ope-
rative purposes through Remittance Transfer Receipts at par has been continued byf
the Reserve Bank for the present. The separation of Provincial Revenues has,
however, introduced complications as the cost of remittance now ultimately falls on
the Central Government through the Reserve Bank and the whole question is being
examined by us in the light of the new conditions, and we hope to be able to for-

mulate our views in the near future”. They have now followed it up with the pre~
sent scheme.

The new scheme of remittance facilities introduced by the Reserve Bank from

1st October 1940 affects adversely the co-operative movement only, while it offers
better facilities to all other interests. '

The contrast in provisions relating to the remittance facilities made available |

from 1st October 1940 would be revealed by the terms of remittance facilities open
to the scheduled banks as under:

Telegraphic Transfers and Mail Transfers—A scheduled bank is entitled to re-
mit money by mail or Telegraphic transfers between the accounts kept by its offices,

branches, sub-offices and pay offices at an office, branch or agency of the Reserve
Bank in British India and Burma as follows:

(a) An amount of Rs. 10,000 or a multiple thereof between its accounts at the
offices and branches of the Reserve Bank free of charge:

(b) Once a week an amount of Rs. 5,000 or a multiple thereof to the principal

account which it maintains with the Reserve Bank from any place at which it has an -

office, branch, sub-office or pay office and at which there is an agency of the Resérve
Bank, free of charge:

(c) Other remittances to its principal account subject to a charge of 1/64
per cent. and also subject to a minimum charge of Re. 1 and
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(d) other remittances between accounts maintained at the Reserve Bank or its
agencies:—
Up to Rs. 5,000 .. 1/16 per cent (Minimum Re. 1.).
Rs. 5,000 and over . 1/32 ., (Minimum Rs. 3-2.)

Actual telegram charges are charged in addition.

(e) Telegraphic Transfers and Drafts.
in favour of third parties
Up to Rs. 5,000 .. 1/16 per cent (Minimum Re. 1.).
Over Rs. 5,000 .. 1/32 " (Minimum Rs. 3-2.)
Actual telegram charges to be charged in addition.

The Co-~operative Banks which are bracketed surprisingly with indigenous ban-
kers are allowed only the facilities under (d) while the other sections of the public
will have to pay twice the rates under (d).

Regarding scheduled Banks it has to be stated that there has been no change
except for the extension under clause (e) and they have been enjoying the facili-
ties from the starting of the Reserve Bank. As a matter of fact, before the inaugu-
ration of the Reserve Bank, what are now called the Scheduled Banks did not enjoy
these facilities from the Imperial Bank.

Regarding Co-operative Banks, they enjoyed free remittance facilities by means
of RT.Rs. under orders of the Central Government since the starting of the co-
operative movement in 1904 under the auspices of the Government. This conces-

_ sion granted by Government was incorporated in the Civil Accounts Code under

Article 170 and in article No. 326 Madras Financial and Account Code, so far as the
Madras Province was concerned, .

The Maclagan Committee which reported-in 1915 dealing with free remittance
facilities observed that the grant of reasonable facilities t6 co-operative societies
and banks under these heads was justifiable and necessary concession. They even
drew the attention of all the provincial administrations to the concessions granted
by the Bombay Government permitting the Registrar to refund 75 per cent of the
M. O. commission paid by societies and recommended their adoption all over India
(Vide Para 182).

So far as Madras is concerned, the next report about the working of Co-opera-
tive Societies was made by the Townsend Committee in 1928, and it recommended
that the Co-operative Societies should in addition to the R. T. R. facilities granted
by Government be granted an exemption from payment of M. O. Commission of
monies transmitted by Post Office, by the Madras Government also as was being
done in the Punjab and Bombay (Vide Para 31 of the Report).

The Committee on Co-operation which was appointed by the Madras Govern-
ment in 1938 reported in 1940 and they also while discussing the proposal of the
Reserve Bank to charge commission on co-operative remittances have unanimously
recommended that in view of the general reduction in the lending rates of co~opera~
tive organisations and low margins on which they are working, the existing con-
cession of free remittance of funds for bona fide co-operative transactions should be .
continued by Government and that non-co-operative transactions may be charged
at the same rates as those charged to scheduled banks. (Vide para 268),

15
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In the statutory report, the Reserve Bank mentions that consequent
on the inauguration of the Provincial Autonomy and the separation of provincial
revenues, the cost of remittances of co-operative societies fall on the Central Gov-
ernment and that therefore the question was being examined. According to the
roport of the Madras Committee, the Reserve Bank is stated to object to these con-
cessions on principle mainly for the reason that they date from a time bhefore
the institution of the Imperial Bank and the existence of cheap remittance facilities.

The Governments, Central or Provincial, have never till now expressed them-
s?lves, at any rate openly, against the continuance of the facilities. No Co-opera-
tive Central Bank can afford to’ pay the commission at the rates now imposed. In
Madras which is considered as one of the provinces in which co-operative banking
has weathered the storms of depression, Central Banks are having slender margins
a{xd make very little working profit. Many pay less than the statutory maximum
dividends of 5 per cent. It is therefore the nature of small scale business done in
the rural parts that accounts for their inability to do business at high margins and
the Governments only in recognition of this aspect, granted the concessigil The
simple fact that there is no dividend hunting and that co-operative so‘ teties
wherever functioning, are under Government control and seek to reduce th: cost

oi rglonefy ?;;he agriculturists should be a sufficient justification for the continuance
of the Ifacilities as recommended by all the committ i i
O oblomn ittees which have examined the

The concessions granted by the Government and incorporated in the Civil

Account P?de did not impose any condition for the eligibility of B. T. Rs. at par.
The sus;zunon that outside business was being carried on through the. fac.ilities of
free remlttat}ce transfer receipts led to Government adding a note to the provision in
M.F.A.C., in 1928, that the issue of R.T, Rs. should be restricted to bong.fid
co-operative purpose. Since then all, co-operative institutions have to affix anac\e‘t'rf?

ficate to each application for Remittance Transfer Receipts that they are intended
for bona-fide co-operative purposes.

The Indian Central Banking Fnquiry Committee which examined the positi
of all banks just before the starting of Central Reserve Bank for Indj position
mended that co-operative societies should continue to enjoy the faciljt fa fl'ecom..
mittances. Accordingly, the legislature also defined Provincial CO-opeza'?' T Te-
(section 2 (c)) and the relationship of Provincial Co-operative Banks w‘lt‘;xe Banks
banking authorities is governed by section 44, just as scheduled banks ) Central
by section 42. Instead of a special treatment, the Reserve Bank’s a:e govem?d
handicap the operations of all co-operetive societies. To crown it thep oposal v.nli
societies, which happen to be the most suitable organisation f(;r dis‘t’gi";’&gratw;

ion o

credit to the villages (which no joint-stock bank can atte
gether with indigenous bankers. ™Mpt to do) are clubbed to-

In Bombay, the Provincial Bank operates throy
and also through Central Banks where branches a
. re not f ioni .
societies and Central Banks cannot take advantage of the fl:\rclilcti}:i’:smg' bCo-OlJeratwe
to scheduled banks, as they may not be regarded » 8, b, and ¢ apen
The co-operative structure is federal and the flow of funds from the P

to Central Banks and societies should come yng rovincial Bank
Head Office of a Joint Stock Bank and its brange:'he same category as that of the

gh its branches in certain places

The statistics of last three years regardin th .
vincial and Central Banks are given below;-_g © RIRs. applied for by the Pro-
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?%5 8% 0.2@)8 Tranfers °g Y8
I t8e, d R
Year. ¢ 8w SHE5 Y made by SES g
Hgﬁmc"é °§§n’ Central °E§,
Brg3d J548 Banks, < § &8
Cﬁ [ -] i etc. ;
e &
1937-38 .. 88,79,410 2,175 69,92,670 2,185
1938-39 .. 10296418 3,218 127,96,373 3,999
1838-40 .. 126,79,849 3,963 179,39,841 5,607
318,55,677 9,956 377,28,884 11,791
Average:—. .. 106,18,559 3,319 125,76,295 3,931

The entire commission which for simplicity is worked at 1/32 per cent will have
to be borne by a few Central Banks, as they form the distributing medium of the
funds mobilised at the apex institution. The Central Banks cannot lend direct be-
tween themselves and the surplus of one will have to pass through the apex bank
to another and so double commission would have to be paid before the surplus
available gets itself distributed. The Reserve Bank authorities seem to have over-
looked the peculiarity of the co-operative structure. It is not possible to envisage
a date by which primary societies will be able to bear even a low rate of commis-
sion, as they have little or no margin for working expenses and operate in very
small units, which are essential conditions of their co-operative constitution, and
pending the restoration of the free remittance facilities at least for their benefit, the
concessions, a, b, ¢, and e open to scheduled banks should be made available to the
Provincial Co-operative Bank and Central Banks. Otherwise, there will be a set
back in their working. Even such a concession will make them bear commission
at 1/32 per cent for drawing funds from the apex bank in the harvest season. The
Indian Finonce, dated 14th September 1940 refers to the lacuna in the Reserve
Bank’s proposals in this respect.

The Reserve Bank authorities might argue that the scheduled banks are com-
pelled to maintain free balances with the Reserve Bank of India, based on the time
and demand liabilities, and as there is no corresponding obligation on behalf of the
Provincial Co-operative Banks to maintain such balances they cannot expect the
same concessions.

In the circular of the Reserve Bank of India, dated 14th May 1938 ad§re§sed to
Co-operative Banks, the Reserve Bapk of India, suggested that the Provincial Co-
operative Banks who require financial accommodation from Reserve Ba.nk. should
maintain free balances with the Reserve Bank at certain percentages of the time and
demand liabilities. The Madras Provincial Co-operative Bank in reply to the
Memorandum represented that it is maintaining voluntarily such balancés through-

; its own needs without any statutory obligation in that
out the year as dictated by its own I . o
behslf. Further, the Madras Provincial Bank had also need to take advances from
the Reserve Bank during the year 1939 and willingly accepted that it would abide
by the conditions imposed regarding maintenance of free balances, by the Central
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Qfﬁce, Bombayf on its own responsibility without prejudice to its general applica-
tion or otherwise to all the Provincial Banks in India. Viewed in this light, the
Reserve Bank should have, at least in consideration of the obligalions volunt,arily
accepted by the Madras Provincial Co-operative Bank though there was no statutor

rt?q'uu'en'lent, provided such Provincial Co-operative b e cons
ditions imposed, would be treated in its relations
scheduled bank and its branches.

Banks as comply with the con-
with the Central Banks as 2

. In these circumstar?ces and in view of the Reserve Bank’s objection to the con-

};1:;;:0:} of f(};e concriisxon ;s a matter of principle, the Provincial Bank and Central
1ould urge that they should at least be treated on a i

. the A par with scheduled

banks for remittance facilities with the modification that the word “Centraf Banks”

should take the place of branches of scheduled banks in makin

b, ¢ and e applicable to them.* g the concessions, 2

By the Bombay Provincial Co-operative Bank Lid.

.I ‘ﬁnd that the rates for remittances which will be charged to
sceieties and banks will be the same as those for approved indi -
Although the rates are the same as those fixed for sche e
been allowed certain special {acilities {or remittances

?S:ng;slkofail;ze Reb:ilx;ve t]Eank of India. My Board wish to point out that while

: ng with otner co-operative societies, will be depri

‘ ng with S, e deprived of the free

;:Y?:E?f?e quacxhty it will not be entitled to the same facilitics as scheduled Zanks-
cult to understand why a co-operative bank should be treated differently

from a scheduled bank in thi
this matter. I am desired L N i 3
my Bank to invite your attention to th ot i e oard of Dircctors of

Act special position is accorded to a Provinci - ‘ati

2 (c?. Although Provincial Co-operativevg:rllils c;(x)' (;It’;leinzs-;f:‘l:ti:ndgznrdion
?ot‘ included amorg scheduled banks, this is due to special reasons w;i o s are
egxﬁatmje f‘“d the Govgrnment of India to create a special machinery fco f:kit:e
:I?ecifri:v?::i}isg;:sop?}iuve Banl.:s with t.h.e Reserve Bank of India unde: (:erta‘ﬁ
banks to better tn;atm o e provisions, if anything, entitle  co- ﬁ.
ent than scheduled banks. It ig not necessary, f e mre

f::l:epriz;iss’ tof f}elfexf' to .these provisions in detail. But my I;:axyci \?‘lxi'shthe Pl‘:
between thaz1 :E)ianke azlt ;: order to emphasise the special relationship thatn;}ecists
appreciation of th o : rovmf:lal F:O-operative Banks. It is because of their
banks and the Besenre o Telationship that should subsist between co-operative
Committee recomrr?en‘c’ied a}?k (-)f India that the Indian Central Banking Enquir
banks Shontd ;! that in the matter of remittance facilities co-o erql ti i
recommended, ngzi- on the same footing as scheduled banks, That Corp;mztlt‘e’n
the facility o’f s t1 lor{,f t.hat all co-operative societies should continue to en'o‘
withdrewe of the latrtanafel‘?f funds for bona-fide co-operative purposes 'Zg‘h{
considered separately ?;1 ?::t::t a(f)ffeclt‘zpil cC;-gperative institutions and n;ay be;

e ! sentations from their dul i

:’;i%ﬁﬂg:)::lipr'g?:mi?ard of Directors of the Bank have associatesc; :&:;:;Z\;‘t;g
tne attention of th ons. Apart from this, however, the Board wish me to invit
at n o the authorities of the Reserve Bank of India to th ¢ mylte
mediately putting the Provincial Co-operative Banks on the same fo te' need for im-
ed banks, as recommended by the Indian Centra] Bar ing Enquir oung as schedul-
: y Committee, pend-

*We understand that similar representati
. 0 S h ¢
vincial Co-operative Bank Ltd.-] p. ion has Been made by the B. & 0. Pro-

~operative
s bankers.
duled banks, the latter have
thiough oflices, branches or

e fact thai in the Reserve Bank of India -

referred to on page 5 of
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" ing their consideration of the question of restoring free remittance facilities to all

co-operative banks and societies. The former object can be secured, the Board
desire me to point out, by making applicable to Provincial Co-operative Banks
the special rates for certain types of remittances intended for the benefit of sche-
duled banks which are contained in Appendix 1I of the booklet. I am further
desired hy the Board to add that if these terms are made applicable to Provincial
Co-operative Banks, this Bank will be able to take advantage of the facilities re-
ferred to in items (a), (b) and (c) of paragraph 1. I beg to request that this pro-
posal of the Bank to be placed in the matter of remitfance facilities on the same
footing as scheduled banks, may kindly be submitted to the authorities of the
Reserve Bank of India at an early date.

By the Bombay Co-operative Banks’ Association.

The Executive Commitiee of the Banks Association has observed with much
regret that the concession of free transfer of funds through Treasuries and Sub-
Treasuries of Government which was enjoyed hitherto by co-operative societies
of all types has been withdrawn by the Reserve Bank of India. In the opinion of
the Committee the withdrawal of this facility will give a setback to the develop-
ment of co-operative credit in those parts of ithe Province of Bombay—and these
parts are very extensive—which have not yet been reached by other banking
organizations. The Committee does not propose to dilate on the extent to which
banking facilities in this Province have been provided and developed by
ca-operative credit institutions of all types. It is obvious that the continuance
and extension of such banking services is dependent very largely on the institu-
tions enjoying the advantages of free or cheap transfer of funds. This was the
view held by the Indian Central Banking Inquiry Committee in its Majority
Report. I am directed to add that this recommendation of the Banking Committee
has been endorsed by the All-India Conference of Registrars of Co-operative
Societies and again very lately by the Madras Co-operative Inquiry Committee.
All the authorities who have studied the matter attach the highest value to the

concession.

Although free transfers of funds were allowed only for co-operative purposes
such as the transfer of funds representating the repayment of loans and receipt
of deposits, or amount required for disbursement of loans and repayment of de-
posits, the grant of this concession reduced the burden of .charges' payable for
remittances even in institutions which conducted other .bankmg. business. More-
over, institutions which did not embark upon such bar}kmg busmess'had to incur
no expenses for remittance of funds. It is the‘ continuance of tl:us c(;rlxi:essmn,
therefore, that has enabled large amounts of deposxt.s to be attrac.ted in sm towns

ding centres and has aiso rendered it possible for banking services to be
and trading anches of co-operative banks and

al areas by the opening of br L _

f:tendegg;:a;:; of small urban co-operative banks. The Executive Committee

wsulzrgtherefore urge that the withdrawal of the facility of free transfer of funds
4 tl

the beoklet will involve all types of societies in‘an .incre'ase

of expenditure and will also give a sethack to the ordered progress which is being
achieved in the field of co-operative banking 1n tI.us Provu'?ce. o

The Committee would further like to en}phasxse the' fhfﬁcult}lles likely bohbe

ienced by co-operative societies in n}eetmg the addlt.mnal charges .that t.e{r

o mow 1 y Owing to the agricultural depression, co-operative socie

will now have to pay. Owing BB ed upon to scale -operative soc-

ies i al and semi-rural areas have o .
:;:i::tmt;eir debtors and to grant partial or full remissions of interest. They
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have also been called upon to reduce their rates of interest on their fresh loan
transactions. In the opinion of the Committee, the continuance of the concession,
with the assistance of the Government of India, is necessary until societies are
able to readjust their finances in view of the situation created by the tremendous
fail in prices that has crippled the resources of the rural population.

OPINIONS EXPRESSED BY CONTEMPORARY JOURNALS,

The Madras Journal of Co-operation,

The Reserve Bank wholly withdraws the concession of free transfer of funds
even for bona fide co-operative transactions through ireasuries and sub-
treasuries of Government hitherto enjoyed by co-operative societies. In regard to
remittances for inland exchange or banking business other than bona fide co-opera~
tive purposes, co-operative banks were quoted terms on the same scale as those
prescribed for the gemeral public. In the scale of rates now published by the
Reserve Bank, the rates for remitiances by co-operative banks are the same as
those prescribed for scheduled banks and approved indigenous bankers. The mini~
mum charge fixed for transfer of funds for co-operative banks is Rs. 0-4-0 while
for scheduled banks it is Re. 1 for sums up to Rs. 5,000 and Rs. 3-2-0 over that
figure. But there is one important respect in which co-operative banks have been
differentiated from the scheduled banks. It is in regard to transfers of funds free
of charge or special concession rates from the accounts of the scheduled banks
with the offices, branches or agencies of the Reserve Bank from one account to an-
other account of the same bank. Co-operative banks, where they have branches,

can avail themselves of these facilities if they are extended to them. These are

important concessions, and there is no reason why in respect of such facilities co-
operative banks should be classed with indigenous bankers and not with scheduled
banks. The memorandum of the Madras Provincial Co-operative Bank sets out in
detail the provisions of the new scheme of the Reserve Bank and show how the
co-operative banks suffer under the new scheme.

It is surprising that the Reserve Bank should have brought into force its revised
scheme from 1st October 1940 without even consulting the Provincial and Central
Co-operative Banks in India, which are seriously affected by the change. The Agri-
cultural C}‘edit Department of the Reserve Bank has so far shown no inclination to
ceme into contact with either the co-operative institutions or co-operators in several
provinces for evolving any constructive scheme of agricultural credit. The Depart-
ment has been content with issuing bulletins critici
pounding theories which have little relation to the
peculiar feature of rural credit or the differing condi
in regard to co-operative credit.

sing the movement and pro-
realities of the situation, the
tions of the various provinces

In regard to free remittance facilities to co-operative societies, the
Maclagan Committee, the Townsend Committee on Co-operation, Madras, the Indian
Central Banking Enquiry Committee and the recent Madras Com-
mittee on Co-operation were unanimous in recommending the continu-
ance of such facilities in the interest of rural econorhy as a whole. The co-opera-
tive credit societies and their financing banks work with very low margins. The
rates of interest charged to the members of co-operative societies do not bear any
substantial increase without real detriment to the pursuit of agricultural industry.
We therefore hope that the Reserve Bank, the Central Government and the Pro-
vincial Governments will reconsider the whole question in the light of the strong re-

*

~

.S
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presentations made to them by co-operative inferests. If the Reserve Bank and the
Central Government cannot see their way to continue such facilities, we hope at
least the Provincial Government in each province will, according to the circum-
stances of the province, do the needful to help the co-operative movement by
bearing the cost of free remittances for bona-fide co~operative transactions such
as transfer of funds required for disbursement and repayment of loans and receipt
and return of deposits. It must be remembered in this connection that the co-ope-
rative societies do business on a very small scale in rural parts, which makes it im-
possible for them to have large margins. Again, there is no question of dividend
hunting and many societies pay less than the statutory maximum of dividend now
allowed, viz,, 5 per cent. There is Government control and audit over these societies
and the chances of misusing the concession of free remittances for other than co-ope-
rative purposes have been practically eliminated now. We urge that the aim and
object of the co-operative organisations to reduce the cost of credit to agriculturists
should itsglf form sufficient justification for the continuance of facilities as recom-
mended by the various authoritative committees referred to above. :

The memorandum of the Madras Provincial Co-operative Bank puts in an
alternative plea for at least extending to co-operative banks the same facilities as
those extended o the scheduled banks such as (a) transfer free of charge of an
amount of Rs. 10,000 or multiple thereof between their aceounts at the office or
‘branches of the Reserve Bank, (b) transfer free of charge once a week of a sum
of Rs. 5,000 or multiple thereof fo the principal account which they maintain with
the Reserve Bank from any place at which they bave an office, branch, sub-office
or pay office and at which there is an agency of the Reserve Bank, and (c). other
remittances to the principal account subject to a charge of 1/64 per cent. I.n 1;,1’\15 con~
nection it must be stated that the extension of such facilities to the ProvinCTal Bank

"~ along with the scheduled banks will not prove effective unless the Provincial Bank
and its affiliated central banks and the credit societies afﬁlia-ted o the cefmtra} ban%:s
are treated as integral parts of the same co-operative credit system whx‘ch is built
up on a federal structure. The Bombay Co-operatw.e Quarterly, as will be see-n
from the extract published, also puts in an'altematxve plea to‘ﬂ?e e'ffect that -if
the decision to withdraw free transfer ‘:'acihties' is final, the distinction between
transfer of funds for requirements of co-opera}tLYe purposes a.u;d oth.er purposes
will naturally disappear, and the present restrictions on banking business which

imposed on co-operative banks may therefors be removed altogether, In

as ds, the Bombay Co-operative Quarterly says that co-operative banks

other wor t,hemselves free o conduct banking operations subject only to usual

may'deemaf gards and observance of sound business methods. We, however,

banking st}:!fr this is a correct position fo take up. The restrictions on banking

dnu-b t whe be so done by co-operative banks were imposed not on account of

busm_ess to . .es enjoyed by them in regard to £ree remittances but.on account of

certain fac'ihue' ce between co-operative banking which is mainly concerned
the essential d‘ﬁerendit nd joint stock banking which deals with other forms of
with egricutturel o far trade, commerce and industry. So, we are unable fo
credit such as, (.:redlth(; co-ope,rative banks should be converted info commercial
agree with ;heb‘:c‘::’ls: ?ree remittance facilities for transference of funds are now

banks, simply ,

withdrawn.
The Bombay Co-operative Quarterly.

re will be vigorous protests all over the country

against the decision of the Reserve

.
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transfer of funds which has been enjoyed by the co-operative banks so far. It is
true that this facility was curtailed some ten years back on the ground that when
co-operative banks conducted banking operations such as the issuing of demand
drafts and the collection or discounting of demand bills of exchange, they could
not expect to be permitted to finance these operations with the help of funds trans-
forred to or from the district or provincial headquarters free of charge. Goverr-
ment then decided that free transfers of funds wauld he allowed only when needed
for bona-fide co-operative purposes. For financing inland exchange operations
co-operative hanks would get transfer of funds on payment of stipulated charges.
To this curtailment of the concession no reasonable exception could be taken. But
as the Indian Central Banking Inquiry Committee pointed out the free remittance
of funds for co-operative purposes is of utmost importance to the co-operative
movement—and one may add to the organisation of agricultural credit in general—
and no attempts should be made to curtail this privilege.

* * * *

There is ancther aspect of the Reserve Bank’s scheme of remittance facilities
which, it may be acknowledged, is not equally unsatisfactory. During the last
fifteen to twenty years co-operative banks, both central and urban, in the province
of Bombay have interested themselves in the development of modern banking faci-
lities in the smaller towns and trading centres. Joint stock banks in the province
are confined to the bigger towns and they have about 150 offices of which the large
majority are located in the principal towns and cities. The number of co-operative
banks and branches, as nated by Prof. V. G. Kale in the last issue of this journal,
is 216 and as he records there are 98 towns in the province which are served exclu-
sively by co-operative banks. No less than 90 of these towns have a population
smaller than 20,000 which goes to show the extent of the service that co-operative
institutions have to their credit in developing the banking habit in the province.”
Although in other provinces co-operative banks may not have played the same
part in the development of banking in the countryside there has been a tendency
evarywhere to extend the scope of the operations of co-operative banks. In the re-
cently published report of the Madras Co-operative Inquiry Committee there is a
definite recommendation that this tendency should be encouraged.

The importance of such exiension of the scope of the operations of co-opera-
tive banks will be further cvident from the fact that in the whole of India there
are over three hundred co-operative banks with shares and reserves in excess of
one lakh of rupees and these serve some 250 different places. In addition, there
are a number of small local institutions which can and often do conduct banking
business. Of the 1,695 towns and cities in India only 730 are served by joint stock
bonks and their offices and branches and over half the number of towns in India
are not served by any banking institution except a co-operative bank.-It is for
this reason that co-operators have urged that when co-aperative banks ask for
arrangements for the transfer of funds for banking business, as distinguished from
what may be termed co-operative business, they should be entitled to the same
privileges as joint stock banks. This demand of theirs was strongly supported by
the Indian Central Banking Inquiry Committee.

x » » *

If the decision of the withdrawal of the privilege of free transfer of funds for
co-operative purposes hitherto enjoyed by co-operative societies is to be treated
as irrevocable the need for maintaining any distinction between the requirements
of co-operative societies and banks for co-operative purposes and other banking

RESERVE BANK OF INDIA—REMITTANCE FACILITIES 443

purposes disappears. Insistance on the maintenance of this distinction has hampered
the growth of the banking operations of co-operative institutions to a certain extent.
With the withdrawal of the privilege of free transfers—to prevent the absence of
which distinction was introduced—the restrictions on banking business which were
imposed may well be relaxed if not removed altogether. Co-operative banks may
deem themselves free to conduct banking operations subject only to the usual bank-
ing safe-guards and to the observance of strict business methods. If the provincial
Governments cannot agree to or securc through the Government of India the con-
tinuance of the system of free transfer of funds for co-operative societies, the least
they can do is to permit the extension and development of the banking operations of
co-operative institutions by removing the present restrictions which were imposed
to prevent any misuse of the privilege of free transfer of funds.

16



CO-OPERATIVE CONFERENCES AND MEETINGS

THE 6T HOLKAR STATE CO-OPERATIVE CONFERENCE,
INDORE 27TH APRIL 1940,

Extracts from the Inaugural Address of Rai Bahadur Col. Dinanath, Prime
Minister, Indore.

It is a great pleasure to me to be associated with you to-day, and give public
expression to my profound belief in the, Co-operative Movement and to the high
value I place on the works of those who are engaged in its development.

We all know how deep and abiding is the interest taken by our gracious Ruler
in the welfare and hetterment of the agricultural population of the State. Iet me
recall to you the words of His Highness in opening the third Co-operative Confer-
ence in this very hall eight years ago. “I and my Government have of late been
giving considerable attention to rural needs; and nothing would give me greater
safisfaction than to be able to alleviate the lot of the agriculturist” Of the several
enactments passed by His Highness for introducing reforms in the land administra=
tion of the Staie, T need only refer to the Land Revenue and Tenancy Act, the Land
Acguisition Act, The Panchayats Aet, and the Co-operative Societies Amendment
Act. The idea underlying the last of these measures is that the people should tske
the management of their affsirs into their own hands for bettering their economic

condition and not he dependent on outside help either for finance or for manage~
ment.

The Co-operative movement has been in existence in the State for nearly a
guarter of a century. Unfortunately, however, the credit side has recetved exclusive
consideration so far, both in rural and urban areas, and the development of pther
aspects has been peglected. The time has come to break fresh ground in the larger
economic interests of the agricultural population, Co-operation, rightly understood,
means not merely redemption from debt; it means thrift, “better husiness, hetter
farming and hetter living”

His Highness’s Government have been activel

. ¥ helping the movement by every
means in their power.

The success of the movement in rural parts depends largely
upon the education of the Panchas, who are responsible for the managemgnt of the
societies. And this, in turn, depends upon the active support of honorary workers
for purposes of education and propaganda. The harvest ig great, but the laboyrers
are few, and I appeal ta those who have the welfare of the masses at heart to spread
the gospel of Co-operation in every part of the State.

The movement has been passing through a critical period in the Holkar State &8s
in other parts of India. !

) The unsettled condition of prices has hit all clasges alike.
The' fall in the yield from land has affected the repaying cepacity and the credit of
agriculturists. If there is one thing which the past history pf the movement empha-
sises, it is the importance of strict adherence of good, sound rules, evolved by ex--
perience in the light of accepteq principles. It is gratifying to find that the Depart-
ment, which has now a whole-time Registrar at its head, is putting forth positive
constructive efforts for the amelioration of the rural classes by pursuing a policy of
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steady expansion and development, along with reorganization and consolidation of
existing socisties,

His Highness's Government are tackling the problem of Rural Uplift in right
earnest. A great impetus has been given to this movement by the munificent dona-
tion of a lakh of rupecs every year [rom the Privy Purse of His Highness, Under
the command of His Highness, adequate resources will be placed at the disposal of
the nation-building departments of the State. The creation of a Rural Uplift Board
is but the first step in bringing about a co-ordination of the different nation-building
departments and creating a team-spirit in them and 1 feel confident that if officials
and non-officials alike work in a spirit of co-operation, it will result in the abiding
prasperity and contentment of the masses.

It only remains for me, Ladies and Gentlemen, to declare this Conference open
and to express my heartiest good wishes for a successful session.

Extracts from the Presidential Address of Dewan Bahadur C. M. Gandhi,
B.A, LLB.

Leadership.—Now the first observation that I would like to make with regard
to the working of the Co-operative Movement, and perhaps with regard to all public
movements in this country, is the paucity of honest, intelligent and devoted workers
in a public cause. So recently as 6th August 1938, Mr. C. G. Matkar, Joint Revenue
Minister and Divisional Commisiener, Malwa Division, while inaugurating the Con-
ference of Urban Co-operative Societies in Indore referred to the good work done
by the urban co-operative Societies and pointed out at the time, that while before
1920 there were only 2 urban Societies with a membership of 700 individuals and a
working capital of Rs. 74,000, as against 203 rural societies with a membership of
4000 individuals and a working capital of Rs. 11,06,000, in August 1938 there were
36 urban societies with a membership of 12160 persons and a working capital of
Rs. 26,29,000, whereas the membership of 686 rural societies was 13000 and their
working capital was Rs. 31,90,000, and he drew our pointed attention to the lesson
to be drawn fr8m these facts that the urban co-operative movement had prospered
so much better because of an educated and intelligent class to work the movement.
He deplored that rural co-operation had remained stagnant owing to lack of educa-

tion amongst its members and proper guidance. We get similar experience every-
where in the Co-operative movement.

- The Primier Bank.—In my opinion, it will be proper and more businesslike if
the Indore Premier Co-operative Bank were to work as the only banking institution
in the State with branches under its control at Maheshwar, Sanawad, Kannod,
Petlawad and Susari, instead of allowing independent Central Banks io work in
those places. The cost of running a branch under the supervision and guidance of
competent men at the apex bank will be cheaper and the work will be more effi-
cient. With a small clientele of about 50 societies at the most, a central bank with

_its necessary staff and other paraphernalia is not likely to make any profit, and the

kniowledge of finance and banking which makes 2 banking institution successful will
be lacking in the personnel of the people working in the central banks away from
the capital town.

Central Banks.—The question as to whether a central bank should lend mdney
to societies and that too on short term credit anfi s.hould bave nothing to do with
lending money to individuals or long term credit, is not one free fram divergent
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views. The Surat District Co-operative Bank had at one time a large clientele of
individual members. When it was started, it was started for the benefit of both in-
viduals and societies and it catered to the wants of both. Later on, with change in
the policy of Government, its loan to individuals was reduced gradually and now
it lends money with just a few exceptions to societics only but there is a very well
and efficiently managed Co-operative People’s Bank in Surat and, therefore the
needs of small traders and artisans are satisfied by the finance which they get from
the People’s Bank. Personally 1 am against having two co-operative banking insti-
tutions in one place for undesirable competition creeps in into the working of the
iwo banks and thus true co-operative spirit is not maintained. Tt is coromon know~
ledge that small artisans and traders who borrow short term loans for 3 or 4 months,
can easily afford to pay interest at 9% which the agricultural society or its members
cannot afford to do. Ii, therefore, happens that people’s banks in a city are easily
tempted to attract deposits at a higher rate of interes, than the District Co-operative
Central Bank. There is nathing inherently wrong in one institution catering to the
wants of both the individuals and the societies, if it has got sufficient funds to do so.

Long Term Credit—As io whether a central bank shall or ghall
not deal in long-term credit, the orthodox opinion of wmany co~opera=
tors is in favour of keeping the land mortgage bank dealing in
long-term credit separate from a Central Bank which in theip opinion
should only deal in short term credit. One principal ground advanced against
the combination of one central bank doing both short-term credit and long-term
credit business is that the long term finance is of a peculiarly complex character and
cannot be properly handled by a central bank, and sccondly the central bank having
no long-term deposits cannot with safety be trusted to do the long-term business.
1 ugree that the long-term finance is of a different type from the short term credst
business, which has only to deal with the seasonal wants of an agriculturist or 8

trader. I also agree that no central bank shall be allowed to do long-term husiness
unless it has got long-term depesits to do

$0. There is no doubt that jts capital and
its reserve fund and other funds wh; art of its owned capital can be regard-
ed as money from which long-term finance can e met; and it is equally possible for
a central bank to go in for long

term finance and another to do short-term business; ang ¢
directors can safely be trusted to do the two kinds of cred;
with one staff slightly augmented if ne

wo different hoards of
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instituti ople are drafted for a number of
apacity even for one institution. The same pe )
: c‘l nstitutions with the result that the public work they attend to is delayed and
instituti

publi divided aitention. It is net, therefore, wise to create two

zets not only delayed but 3
institutions when one can. do.

, - allj tier which I want to emphasise is that

o tf“ccc;;ﬁ?it};:lfezjsh:iiilnio the members serving on th? B?arcic of
there should be no o0 acting on theoretical considerations the Surat D}stnd ;:
Directors. At one tlrl}l;:t that it would be better to remunerate the services oft;et
operalive B'ank thO;E aying to them all a small honorarium. They' thought tha
bourd of directo'® b (Izu?d secure better attendance. It was then ob‘]ect.e_d by °§e
such an honorarn;mth‘: board that if honorarium or fee was to be paid, At must é
of the x.nemb9r5 t0 tial scale, so as to induce men of position and standing toal(lzar.‘.‘:;
on 2 fatrly SUbS;}‘; seat at ,the election. If the honorarium was poor or small, lld
for end contestt aller men to canvass for the seats with the result that they wol{ .
will only terop S:Tse of the movement, other people caring not to dov $0. 0}.\1‘ experi-
get in at the eXI;e of years showed that the elections which were in previous yea:s
o odf a;xcs(:z‘mlfo:hly :nd with dignity degenerated into unsee?ﬂy sir;fel Zrlnth h‘;‘;’;";st;
carrie o ta go back to the old system an
s cand:?ttf;t :Yxi z}llsns;:ti(:rlxvi(fl no ionorarium of any kind is found to be for the
inform y

good of the movement.

i i i d deserv-
int which strikes one as important an
Interest.—The second poin i ' . serv-
; Rages ocf:ial consideration is the rates of interest which thiu P:nkt;em;::i{aéistﬁct
0 Ofl111" Stfeir total working capital as comparedh tf’ thosi 'wg zapim] wrat Distret
iy its branches pay for their workin .
ive Bank and its bran ‘ e total
Co'ox_’eraf::eital of Rs. 25,07,866 a greater part consists of Governmen; ii:a;xhis N
W}?r#mgavmx;s banks deposits carry interest at 2% and 3%z per ccent, wrative o pays
S to i i The Surat District Co-ope
n their fixed deposits. : ( yative Bank’
N }g)ng f:;it:xillfirome last year 1938—39 consisted of the folowing and it paid in
wor. > ;
rest thereon at the rates mentioned against them.

Nature of Amount of Rate of iaterest.
a .

Deposits. D?{):sxts.

5,69,911 1%% 1o 2%
Fixed - 27,21,017 1%
Savings Bank . 3,92,434 %%
Culrent ..
41,83,262

. only 1-4 per cent and the average lending rate

The average bonjoWl::rge :a:;:a‘:::d aty4 per cent on security of‘agncultural P:;;-
is 4-3 per cent. Monies bate on regular payment. Under the circumstances, the
duce with a right of re‘ve as they should with the incubus of heavy mtersest-
Indore banks capnot thrt ¢ your deposits much cheaper than you now get, having

e
Efforts must be ma:ide tr‘: digtions of the money market. But there shguldo:oL zat;ye
i ut;ieﬂ"lwoftli cgn getting your money ch;a::er tha':)p Yhfa'ftio;x i‘;; " You should
very great difficulties | o-operator and has robust fai .

State. His HigMﬁr; ‘:i :fitzln Cm part with G. P. notes of the same value as the
pe able to easily

overnm \{ t
i g ent has advanced to you at 6 per cen
cash loan His Highness' g :

amount of cash
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with power to overdraw money on the security thereof. I dare say large sums of
surplus monies are invested by the State in British Government Promissory notes.
The advantages of such a change in the method of helping you are obvious. The
State will continue to draw on the G. P. notes the interest which it had been used
to draw and you will get up to 90 per cent of the face value of the G. P. notes at
the bank ratc i.e. 3 or 3'% per cent. At any rate to rehabilitate the bank’s position
it is necessary that it should get the miajor portion of its finance at less than 3V,
per cent. I do not think that there is any possibility of your rehabilitating the
movement unless and until you are able to advance monies to primaries at not
more than 6 per cent, they in their turn lend at 8 or 9 per cent allowing a rebate
of 1 per cent to those of theit members who repay their loans regularly. The finan-
cial position of the central banks is simply alarming. Recoveries are so peor. In
case of two of the banks they do not get enough to recover interest due. Such a
state of affairs canot be allowed to go on any longer. The financial position of your
primaries is equally alarming.

Recovery of Arrears.—How are you to recover overdues and rehabilitate the
financial position of the movement? The overdues in your primaries of Rs. 32,54,299
with a working capital of Rs. 91,42,517 cannot be treated lightly. These overdues
are generally the resuit of indiscrininate over-financing, or spending of the loan
borrowed for unproductive purposcs. By over-financing, 1 mean financing beyond
the repaying capacily ol the borrower, though he may be quite solvent otherwise.
The repaying capacity of the borrower depends on the size of his holding which in
many cases is uneconomic. Out of his income for the year, he has first to pay the
land revenue assesed on the land and secondly to defray the current expenses of
his household for the ycar. He can pay interest on the loan borrowed for his
agricultural operations for the year, or pay interest and the principal if there bé
any surplus left. He can pay the old debt only if after paying the amount of the
year's loan with interest there be any balance left, or his indebtedness goes on in-
creasing. In order to prevent that, it is very necessary that a thorough and search-
ing economic inquiry should be held of particular villages to ascertain the repaying
capacity of the members of the village society. But that apart, now that the over-
dues have grown to such dangerous proportions, drastic measures will have to be
applied to eradicate the evil. Each case will have to be tackled on its own merits
on some such lines as were adopted in Madras. In Bombay too we have heen
following similar lines. I cannot do better than repedt here in extenso what Mr.
V. Ramadas Pantulu said about these remedies in his presidential addregs on 26th
November 1935 at the Central India, Rajputana and Gwalior Co-operative Confer-
ence: He said, “The two main lines of action adopted by us there, are (a) a care-
ful examination of the individual loans in the primary societies in order to secure
unsecured and inadequately secured debts and to give extensions in suitable cases
to fne.mbers'where adequate security is forthcoming, (b) extending to members of
socxet1e§ various concessions in order to reduce the size of their debt. The nature of
cancessions grantefi to our members is detailed below.—(1) If a borrower paid his
debt befo.re' a specified debt, all accumulated final interest was waived, (2) In some
cases socleties were permitted to collect as much as was necessary to pay the outside
debt and to write off the balance. (3) The rate of interest on new loans was lower-

ed. (4) Central banks were advised to collect interest at not more than 6% per cent oy

for 193{:‘-34 against all loans outstanding against societies provided the interest due
was paid on or before 30-6-1934, (5) Primary societies were advised to collect inte~
rest at not more than 7% per cent on all loans outstanding provided the entire
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interest due was paid on or before 30-6-34. (6) As the conditions of the agricul-
turists had not improved, the concessions stated above were extended to the end
of 1934-35 also. (7) Central banks have been advised to reduce further the rate of
interest on new loans; to charge the reduced rate of interest during the current
year, on all outstanding loans including those that have been decreed, and also
those that have not fallen due; and not to charge compound interest on interest
not paid. (8) Primary societies have been advised to abolish penal interest alto-
gether, and also to collect on all outstanding loans from the date of last payment
only the reduced rate of interest. The rate of interest on loans to members in pri-
mary cases had been reduced to 6% per cent and in some to 6 per cent.”

Fresh Finance—Such are some of the palliatives adopted to afford relief to
agriculturists and to induce them to pay up their dues. But it will never be wise
or expedient to stop fresh finance altogether. Finance necessary for seasonal wants
must be supplied. Fresh-finance however should be supplied as far as possible
in kind, and in such minimum amount in cash as may be found absolutely necessary
to enable him to carry on his agricultural operations. The whole finance will thus
be used for productive purposes; and it should be made on condition that the bor-
rower should sell his hapvested crop through the agency of the bank or his credit
cociéty. He may thus be enabled to pay the new debt and a part of the old debt
put with such a heavy load of overdues, it is not possible for him to pay any sub-
stantial part of it, and if you really mean to save him you will have to convert his
debt into a long term debt payable by easy instalments. Therein comes the utility
of a land mortgage bank, with debenture loan and other long term deposits. But
1 am afraid you can never save the agriculturist by starting an arrears bank or a
land-mortgage bank or any other bank with a similar purpose unless and until
you are to get your loan or long term deposits at a rate of interest not exceeding
4 per cent and at this nick of time a benevolent Government ought promptly to
come to the help of the Co-operative Movement. Its enlightened self-interest die-
tates it as the only prudent course to follow. It is better to voluntarily make a
small sacrifice at once rather than wait and lose the whole.

Debt Relief.—Personally I am not satisfied with mere palliatives adopted to
afford relief to agriculturists viz. by concession in interest and by spreading re-
payment of the loan by a certain number of instalments. I am definitely of opinion
that if after reducing the rate of agriculturist debt to 4 per cent and if after making -
the amount of that debt payable by instalments according to the repaying capacity,
of the borrower, if he is not able to wipe off the whole of his debt even by 20 annual -
instalments, then the State should legislate that his debt would be automatically
wiped out at the end of 20 years. Even in cases of Talukdars whose estates are
encumbered, the scheme of debt liquidation provides a clause of this character,
and I cannot understand why a smaller agriculturist should not have the same
right ta begin 2 fresh life again without any load of indebtedness on his head.

At such a juncture it is necessary to appoint Special Recovery Officers to effact
recoveries, acting under the orders of the Registrar of the Co-operative Department. .
These men should not be from amongst the met.l whose duty it is to collect land
revenue. In their case they understand that their first duty is to collect land re-
venue; and till that is done, they do not care to recover overdues of the Co-opera-
tive Department. Besides they bring the Co-operative Departments into disfavour
with the people by unjistly criticising the latter in favour of the Revenue Depart-
ment. . .



450 Tue Inpian Co-OPERATIVE REVIEW

Subsidiary Industries.—In order to supplement the meagre income of the agri-
culturist, the resort to cottage or home industries by the side of his principal indus-
try is advocated. We more glibly advocate them rather than try to follow up our
advocacy and sce the difficulties in our way. Tt is not easy to convert an agricul-
turist into a weaver or a bricklayer, though cases may be found where an agricul-
turist also works as a bricklayer during the off-season. But that is not easy unless
there are traditions of that character behind. To my mind, it would be more pro-
fitable to endeavour to transform an agriculturist into a better farmer by helping him
to more intensive or more varied forms of agriculture, horticulture, dairying, poultry
farming, bee-keeping etc. You can help him to do better and more profitable farming
by supplying him with better strain of seed, and better implements of agriculture. You
can help him to a rotation of crops, to irrigate crops by providing water facilities
for him by sinking a well for him or otherwise, and what is more important than
all these is to give him knowledge of the elementary principles of scientific agri-
culture, so that he may learn to know the reason why for many things which he has
been now doing mechanically as a result of his practical experience, of all the
important items of rural uplift or rural reconstruction, better farming occupies the
most prominent position, and demands our earliest attention. For desire to live a
better life, a more colourful life, a more comfortable life will automatically follow
as soon as he has means wherewithal to lead such a life.

The Example of Surat Sale Societies.—The Cotton Sale Societies of the Surat
District afford an illuminaling example of what can be done by the agriculturists
themselves to get better returns for their crops if they only know how to co-ope-
rate and sell their produce jointly. There are 17 Cotton Sale Societies in the Surat
District and they handle a little over 10 per cent of the total cotton bales brought
for disposal in the market and year in and year out, they have always been able to
realise better return for their commodity than agriculturists who have not yet join~
cd the Co-operative Movement and sell their goods separately, The advantages of
selling their cotton jointly have been so very obvious that every year more and
more agriculturists are joining the movement. They have thus been spared the
necessity and worry of taking their goods from their village to the market town and
are able to get better returns because, the Federation of Cotton Sale Societies with
its head office in the District town is able to watch the market more effectively and
sell jche goods at opportune time. There is no fraud jn weighment, there is no de-
ception in the market price, there is no waiting; for the moment the agriculturist
brings his cotton to the Co-operative Cotton Ginning Factory and unloads, he gets
60 or 70 per cent of the value of his goods at once and returns home merrily, It is
further necessary to link up credit with marketing. Monies can be advanced to
societies and the members thereof who agree to sell their goods through the co-
operative Society which in its turn agrees to pay the money to the ﬁnanc.i:ng agency-
So repayme.nt is secured, so, better prices are secured for the agriculturists and
:ep.ayn.lept_ is 'secured to the financing agency. One striking result of the agricul-

urist joining in cotton sale societies and then setting up their cotton ginning fac-

tories and even cotton presses to bale the cotton, has been the wonderful transfor-

mat'xon of. an ordinary agriculturist into a businessman. Till that was done, the
agriculturist always felt that he wag good for nothing else but turn clods of :earth
and grow crops. All our ginning factories and cotton presses are manned by persons
from the agriculturist communities. And they have begun to fell and feel confi-
flently that they are as good ag any other men who are engaged in the cotton trade
if not ‘better and that they can stand their own against them. A moral trans-
formation of the agriculturist of this sort cannot be over-estimated.
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The Surat District has now organised a Sale and Purchase Union. The prin-
¢ipal functions of that union are to sell the agriculturists’ staple crops other than
cotton, and to purchase for them and sell to them the principal commodities which
they require. The result of this is that the agricultural credit’society or the Financ-
ing society in its turn does not supply finance in cash but finances him in kind so
that the chances of his spending the money in unproductive purposes are diminish-
ed. This creates such a beautiful network of co-operative societies for sale and
purchase and for sale and credit so that agriculturists have begun to feel that they
belong to one common brotherhood and have produced amongst them a fairly good
number of men who are prepared to devote their time and energy for the better-
ment of their class. That is a moral gain and I submit with all the emphasis at my
command, that if rural reconstruction is to proceed apace and that it is to improve
the economic and social aspects of the village life, then it should be undertaken in
all its aspects simultaneously. We must try to create leaders of mea from amongst
the people of the rural area.

Urban Societies—I have noted with pleasure the fact that your urban move-
ment is doing good work full of encouragement and hope. 1 find that there is diversity
too in your urban movement. You have started an Insurance Society and Dairy
and a Press. I have not much useful criticism to offer on that side of your acti-
vities. I have failed to understand how your Insurance Society is co-operative in
any sense of the term. But I want to warn you that an Insurance Society cannot be
a success unless it has been spread over a very large area and over persons of differ-
ent grades of society and different conditions of life. Then only the chances of ab-
normal losses will be minimised and you will be able to meet the overhead charge of
running it. As you are aware in this branch of your activity, we have to deal with
big joint stock insurance companies with vast resources, and they are able to afford
such heavy commissions to their canvassers that a small co-operative insurance
society cannot have any very great chances of success unless loyalty to the move-
ment is developed to a remarkable extent among its policy-holders and they try to
push it forward. But that is not to be found so easily. And you must, therefore,
proceed cautiously with regard to this branch of your activity. Dairy is likely to
succeed provided the loyalty of the members is maintained and I dave say that if
you are careful to see that the milk and milk products supplied are duly tested be-
fore they are distributed. You are likely to succeed. You have burnt your fingers
with a co-operative press so have I; and my humble request to you all earnest and
enthusiastic co-operators is that in all your matters of new activities please proceed
slowly and cautiously after carefully examining the causes of success or failure of
all similar movements elsewhere. Please do not proceed on theoretical considera-
tions. In all such matters experience is a better teacher than mere theory.

 Audit—I note that a proposal is mooted here to form a Union of Urban Credit
Societies for the purpose of auditing. Fascinating that idea may seem fo some as
leading to the formation of another type of a co-operative society, I for one shall
always continue to vote in favour of the auditing of the Co-operative Societies
being conducted by State Agency. Without meaning any reflection on private
agency of the character you propose now to set up or of the body of certified
accountants or auditors, I believe that Government auditing will for a long time
to come continue to command a much greater confidence than audit by any other
agency. It has another advantage, namely the State will have always ready at hand
machinery by which to know exactly how the movement stands and so long as

1
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the Co-operative movemen: of a State continues to be in need of any sympathy

or aid from Government, it is neither wise nor expedient to prefer any other
kind of audit to the Government audit.

Arbitration —The power to decide disputes in respect of all the business of a
Society between a member or a past member and as regards claims through any
one, who is or has been a member of such and such a society, or its committee or
any of its officers, is to be decided by the Arbitrator under Rule 19 of Co-opera-
tive Societies Rules of 1915. With the amount of work growing from day to day,
it is not possible that the Registrar should find time to decide all such disputes. The
number of cases now awaiting decision is 895, and unless such cases are promptly
decided and the defaulting party brought to book by prompt execution of the awards
against him, the morale of the person engaged in the movement is likely to deterio-
rate, and people will be tempted to raise up false disputes in order that they may
get time. It is, therefore, very necessary that the Registrar shall have authority
to delegate his powers to his nominees or Assistant or Deputy Registrars may be

appointed to help him in that work. This sort of work at the hands of honorary -

arbitrators has not been as satisfactory as it should be so far as promptness in deci-
sion is concerned, I am, therefore, of opinion that it would be much better to
appoint a paid officer in the first instance solely entrusted with the duty of deciding
these disputes and passing awards. Once awards are made they must be executed,

and promptly executed against dishonest defaulters, Rule 19 of the Co-operative
Rules therefore requires to be amended.

Legal Difficulties.—Some legal difficulties have been raised in the interpretation
of Rule No. 20 of the Co-operative Societies Rules of 1915, as it now stands after its
amendments in the year 1927. The proviso state that in the absence of proper op/
good buyers the land may be handed over to the society on such terms and condi-
tions as may be agreed upon between the Amin and the said society. Therefore,
this handing over to society cannot rightly be questioned on the ground that it is
a sale to the society and is invalid because it is not to a bonafide agriculturist, But
the rule is also challenged as ultra vires of Land Revenue Act as under the act a
tenant is not allowed to sublet. But it is not right to regard the society to whom
the property is handed over as a mere tenant or a Pattedar tenant. He succeeds to
the property as owner. However, in order to set at rest any future quarrel or quib-
bling over it, the proviso may be further amplified by adding the followi

X Wing words
at the end thereof viz.,, who shall have all the rights over the property as th
. e Jast
holder had therein.

The other legal difficulty as regards jurisdiction of Registrar over sureties, wh,
are non-members hitherto, may be easily got over by asking the sureties , who
members, and getting old bonds renewed as fresh transactions by both the b fo be
and the surety. It is unlikely that they will refuse to become members °rrovn.er
pitate civil actions against them by their refusal. If ther e are ‘fnd Pbreci-
civil suits may be filed against them. any such Immediate
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ing—any money spent on it is money well invested. I therefore earnestly afipe:loto ttrxe
Sti’oe authorities concerned to endow and equip such a school at the earliest oppo
tunity. .

. . d
I cannot conclude without expressing my smce.re‘thanksf ;;ov:e P}':::ld::: Zlnls
Members of the Indore Co-operative Centx“al Assocxatx;t; (c;rw I?at ti eglco_opemﬁve
opportunity of meeting you all and learning at first 1nd e e
movement has been doing for the Holkar State. 1 am glad to T e
ment, although it has some alarming aspects about it, has a hop Jutare hel wor:
if pr(;perly handled, and I have no doubt that tl?e band of zealou_s ch p:n ative wor-
kers which you have amongst you will not fail to do al} that 1sd ;1111 - 3, epMove-
to lead the movement on a better and a more prosperous issue. Go esv
ment. *

Resolutions passed at the Conference.

1. RURAL UPLIFT SECTION

1. (a) This Conference is of opinion that the .Co-operat_we. x;:ov:men; t:g;i:
be used to the fullest possible extent compatible with the princip! es. or € e
the rural re-construction movement having regard to t'he fact that it provi
best form of organization for the economic re-construction of rural af'ef\s.

(b) This Conference is of opinion that the develoPment of s.ubsxdu.ary t;:cul::-
tions in the rural areas ought to be one of the mosf }mportant. txten;s t;r; Agn;;ul -
gramme of Co-operative work as to increase the earning 4capac1 y O
truists.

" 9 This Conference is of opinion that Co-ordination of ecox?omic actirtxes n:
villages is necessary for raising the economic standard. o'f the villages an dre;:se
nises that to that end multipurpose societies possess distinct advantages at:a e
proved beneficial in certain areas, the Conference, therefore recommends : y
should be tried as an experiment in suitable areas.

This Conference exhorts the agriculturists to organize better living societies in
their villages for their economic and social betterment.

i ; i ift amongst the peasants and make them
3. With a view to create habits of thr ; '
self-reliax:t this conference recommends that the Co-ope'rahve Pepartment with Bt::
collaboratic;n of the Revenue Department should establish grain seed stores (De)‘
Bhandar) in every village. It is further recommended that thfa Co-operative De-
partment should in due course explore the possibility of converting these stores into
grain banks.

4. Having regard to the urgent financial requirements of the movement, it 'ia' in
the t;pinion of this Conference guite necessary to tap all the sources of obtaining
financial agsistance to further the cause of rural re—con.?tructlon and as such the
charities available in villages should be pooled by the village panchayats and the
co-operative societies.

ini is Conference the production of Milk and Ghee is a sub=
sidiasx:y I:cct::a:g:l?hjfhﬂ:fe agriculturist can easily and conveniently undertak;
This occupation would increase the earnings and also enable them to have go
manure. This Conferénce further requests the Government and the. Wnts
concerned 1o extend all necessary facilities and to render finangial assistance in the -
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beginning, This Conference, therefore, recommends that Milk supply and Ghee
societies be organised and encouragbd in the villages, wherever possible.

6. In the opinion of this Conference a campaign for developing Cottage and vil-
lage Industries among the agriculturists is necessary for the successful development
of the movements of rural up-lift and Co-operation.

7. This Conference reiterates that insurance of members of the co-operative
societies specially agriculturists, arlisans and labourers will prove beneficial both
to the members and the societies and recommends thai means be found out for
propagating the benefits of Insurance among them.

II. RURAL CO-OPERATIVE SECTION.

1. (a) This Conference recommends that the foilowing steps be taken as early
as possible to relieve the heavily indebted members of the Primary Agricultural
Credit Societies in respect of overdues against them.

(i) That individual cases of indebted members be immediately investigated in

respect of their immoveable assets and existing, secured, out-side debts and their
capacity to repay the overdues in convenient instalments.

(ii) That those members, whose repaying capacilles are not suilicient to
meet their liabilities even by convenient instalments, be weeded out at once.

(iii) That after ascertaining the repaying capacities, the dues against them be
so scaled down as to enable them to repay, in convenient instalments spread
over 20 or 25 years, free of interest. The rest to be written off, at the end of
the stated period if the instalments agreed upon are duly paid.

(iv) That annual remissions be made in casez of all members paying the
instalments in full,

(b) (i) That the Government be requested to render such help as may be
needed to carry out such an investigation successtfully and in a salisfactory manner

and render financial assistance io the exient of Rs. 2500 in the first instance for -

the said purpose.

(ii) That in order to relieve the Premier
of the Indore and Nemawar District of their f
pand their own spheres of activities and to facilitate the recovery of old dues by
long term finance, the Government be pleased to render financial aid already pray-
ed for in the scheme of the Agricultural relief Bank submitted viz 5 p
period of 25 years without interest. ’

Co-operative Bank and the Primary
rozen assets and enable them to ex-

,65,000 for a

(iii) This Conference is of opinion that in order to rehabilitate the Co-o tive
movement in the state in general and to ameliorate the condition of the pl::a il
indebted members in particular and early grant of the loan asked for is thy a‘;ly
remedy under the existing local conditions and therefor o onY

e resolves that th -

ment be pleased to render the financial aid as prayed for, ) ® Govern
(iv) In order to ensure recoveries of instalments
( ' of overdues fro

of agricultural credit societies and to satisfy the current agricul ™ nembers

tural needs, it is

rned to the agep
Central Bank for the purpose of selling suc) sency

appointed by the
h produce which will ot

be authorised to
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deduct from the proceeds of sale the amount of fresh advances with interest and
the instalments fixed. o

(v) That in order to carry out the scheme formulated it is necessarg to hfave
Special Recovery Officers appointed by Government. This Conference there_ zlreA
réquests the Government to appoint Special Recovery Officers as early as possible.

2. In view of the fact that Branch Banking may, in vifzw of the local circunl:-
stances, be found more suitable than independent District Central Ba.nkS, the
amalgamation of District Central Banks with the Indore Premier Co-operative Ba‘nk
may be carried out wherever desirable and attempts be miade to create banking
unions, wherever possible.

3. This Conference is of the opinion that in the absence of bidflers or o‘? ade-~
quate bids at the auction sale of the lands of defauiting members m\executxon of
awards against them, it is necessary that the provision of rule 20 of the Co-ope.ra-
tive Societies rules of 1915 be carried out and lands be handed over to the society
for management. :

It further proposes that, despite whatever may have been said to the co'ntrar.y
in the Land Revenue Tenancy Act or any other provision of any other Law in this
State, the society may be allowed to bid at all auction sales by Govermnent,.and
it may be empowered to lease and even to sell the land, at the end of :? stated
period, say five or ten years—if the society has not been able to recover its dues
in full during the period.

4. This Conference is of opinion that for securing to a certain. extent a fair efnd
reasonable price for the agricultural produce and f01.' '%ncreasmg the repaying
Capacity of the members, Co-operative Marketing societies and Adat shops be
organized. This Conference is further of opinion that for the pr.oper and sugce;s-
ful working of these marketing societies initial capital expenditure for buxlt.img
of godowne and recurring expenditure for export and efficient management is a
prime necessity. This Conference therefore requests the Government to al.‘rar.lge
for the lending of long term money on concessional terms to central organisation
for the construction of Godowns on its account.

III. URBAN CO-OPERATIVE SECTION.

1. This Conference feels that the legal position of decisicfns given by the Reg.is-
trar against non-members sureties and of execution proceedmgs under-Cooperative
Societies Act, 1914 has been questioned by Civil Courts. This Conferer.xce, ‘there-
fore, earnestly requests Government to take immediate m:ac.essary action in the
matter. In the opinion of this Conference some such provision as has been em-
bodied in section 48 and 57 of the Bihar and Orissa Co-operative Sos:tetxes Act 1935
is necessary in order to protect the decision of the Registrar from interference by
Civil Courts.

This Conference further requests the Government that immediate steps be
kindly taken to validate the decisions so far given. :

2. In order to secure sound working and efficient management of Urban Socie-
ties, this Conference reiterates the resolution passed in the last Urban Ccf-operative
Societies Conference regarding ineligibility of defaulting members for being elected
in their societies as honorary workers and strongly recommends that the bye-laws
be immediately amended incorporating the _above suggestion.
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3. This Conference is of opinion that looking to the local conditions the need
of House-building Co-operative S8cieties is very badly felt in the city. It there-

fore recommends that a beginning should be made by starting one society in Indore
city for the middle class in the next year.

To be successful these societies require suitable

and cheap plots of land and
long term finance.

This conference therefore strongly urges upon the Govern-
ment and the Municipality to help such societies by making available to them
suitable large plots of land at concessional rates and

also provide long term loan
at a very low rate of interest for financing housing s

ociety.

4. As the limit prescribed by the amendments of Section 60 of Civil Procedure
Code for attachment of salaries above Rs. 60 is found to affect adversely the interest
of Urban Co-operative societies which are

primarily composed of persons of limit-
ed means. This Conference requests the Government that the section may be so
amended as to make salaries of Rs. 25 and above attachable for Co-operative dues.
5. This Conference feels that it is now high time to take
consumers societies on Co-operative basis with a view to bring together the pro-
ducer and the consumer and thus help to secure better price for his produce to the
producer and at the same time to secure for the consumer hi:

s daily articles of
consumption of good quality and at cheaper rates than at present.

steps o organize

IV. GENERAL SECTION

1. In order that the Indore Co-operative Central Association may perform its

present functions of Co-operative Education and Propaganda as the centre of the
Co-operative movement

in the dominions of His Highness the Maharaja Holkar
and may in due course of time in: progressive realization of its aim attain the posi-
tion of being 1.:he central non-official organization to guide the Co-operative Move-
ment in all its aspects in the said dominions, it is desirable and expedient that its
constitution be so modified as to facilitate the affiliation of all societies both Urban
and Rural thereto and to secure its attainment of the said objects at an early date.
This Conference therefore appoints a committee of nin,

‘ e persons named below
to frame the constitution on such lines.

Committee ;—
1. Mr. N. G. Khasgiwale (Convener),
2. Mr. D. R, Pinge
3. Mr. N. G. Kothari,
4 Mr. S. M. Samvarsar
5. Mr. M. R. Rudra,
6. Mr. S. w. Fadnis,
7. Prof. W, G. Urdhwareshe
8 Prof. A. q. Karnik
9.

Major K. M. Gadale.
Proposer :—Prof, A G. Karnik,
Seconder : —Mr. D, P. Avadhoot,

2. In view of the imp
ties as fittingly pointeq
address,

ortance of Education of members of
I out by the Hon
this Conference requests His

Co-operative Socie~
ble the Prime Minister in his inaugural
Highness' Government to extend an addi-
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tional annual granf of Rs. 3000 for Co-operative education and .Propaganda and
Rs. 2500 for meeting the expenses of intensive all sided Co-operative efforts as per

approved programme of rural reconstruction to the Indore Co-operative Central
Association.

The Government is further requested to adopt the policy of extending grants
to the Indore Co-operative Central Association, as recommendet'i by thz? Indore
Co-operative Inquiry Committee from the year 1941-42 for carrying out its work
properly.

3. This Conference expresses its profound sympathy with its .fellow-worke.rs
in the Co-operative Movement in the Country of Denmark in their hour of dis-
tress and expresses its abhorrence of Hitlerism which has so wantonly and wicked-
ly disturbed the peace and tranquility of peace-loving countries of Europe like

Denmark, Finland and others and pray GOD that the Allies armies may soon be
able to stamp it out.

ANNUAL CONFERENCE OF RURAL ANTIMALARIA SOCIETIES IN BENGAL.
Calcutta, 23rd March 1940,

Babu Kanai Lal Goswami of Serampore, the popular and able Chairman of the
Serampore Municipality and Serampore Local Board and Viece-Chairman of the
Hooghly District Board was elected president of the Conference.

Welcome Address.

Rai Bahadur Dr. G. C. Chatterjee, Hony: Secretary of the Central Co-operative
Antimalaria Society, welcomed representatives of the rural antimalaria societies
coming from long distances under great difficulties in order to exchar.lge their ideas
and experiences and further the cause of the antimalaria movement in the rl..\ra!
areas of Bengal. In introducing the president to them he said that although he is a
big zaminder, he takes a keen interest in the welfare of the poor villagers of Bengal,
particularly for amelioration of their public health and agricultural problems. Re-
cently he has been taking good deal of trouble for improvement of the health and
agriculture of the people of more than 150 villages around the Dankuni Beel near
Serampore, Hooghly.

He then said that although the task of prevention of malaria has been vested
under the law upon the District Boards, Local Boards, Union Boards a.nd the
Municipalities, the people when they become members of these lo?al bodlfes, pay
more attention to construction of roads, establishment of charitabl.e d:spensane.s and
schools and practically very little attention is given to prevefmon of malfana. If
the people paid sufficient attention to the problem of. preventlon. of malaria .the‘re
would be no necessity for creating so many antimala'rla and pub.hc health societies
on co-operative basis in the rural areas of Bengal. 1t is a happy sign that the autho-
rities of these local bodies and all the Government thl:E officials are now paying more
attention and improvement of public health and agriculture of the rural areas of

Bengnl and are helping the antimalaria projects, as far as their funds permit.

Presidential Address.

Mr, Kanailal Goswamt in his presidential address said that he loved the villages.
Those who undertake such philanthrophic work in the villages know the multifarious
nature of obstructions in such work, the greatest of which is ignorance which can-

* net be fought in any way. Moregver the income of the villagers is very limited and
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there is no mutual agreement among the largest section of the villagers,
places if the villagers could make a little sacrifice of their interests,
achieved. The villagers do not realise that for trifling self interest
suffers. Every house has got some dobas in itg vicinity where th
raosquitoes breed and destroy the village but when some one tr
dobas they kick up a row. It is a very happy sign that the antim
not been depressed in their mission in spite of tremendous obs
lages, against such philanthropic work and through their persis
ladge of public health has been spread among the villages.
ties spread in each and every village then many small problems
of the village can be solved and it is desirable that the Cov-
errment should try to help these small organisations. Great benefit accrues out of
conferences of societies like these because the resolutions that have been put for-
ward and passed here to-day will be forwarded to the respective authorities and the
Central Society tries persistently to draw the attention of the authorities 1o these
grievances of the rural areas from time to time with a view to redress them, People
have also realised the beneficial effects of such conferences. One can easily have
an idea of the terrible situation of the country due to obstructions of the rivers,
kchals, beels ete., from the resolutions passed at the conference to-day and all such
channels ought to be maintained in a flowing condition throughout the year in the
interest of the people. If the people continue to agitate it is sure to be effective
some day, as the Members of the Assembly and Minister have got to depend on the
votes of the people. It is no good running such a Government which cannot redress
the grievances of the people. The Government have discontinued to give the grant
to the District Boards which was meant for the rural Anti-malaria Societies but

every District Board ought to try to keep such societies alive by grants from their
own funds. He assured the representatives of the socie
of Hooghly District Board, he will try to make some
Societies cut of the funds of the Board.

In many
great good can be
the whole country
e malaria carrying
ies to improve the
alaria societies have
tructions in the vil-
tent efforts, a know-
If such efforts and socie-

provision for the Antimalaria

Dr. Chatterjee requested the delegates to move resolutions which have been
formulated by their respective societics regarding resuscitation of the channels, beels
ete,, of their respective localities which have been tending to raise the malaria index
of those localities. He cited the example of Frederick the Great who gave an address
to his soldiers when they were standing in front of their enemies, and the societies
have got to fight out the malaria carrying mosquitoes in order that they may be suc-
cessful in controlling malaria. As the anopheles mosquitoes breed in stagnant
waters and do not usually travel for more than 14 mile, the malaria-mosquito pro-
blem is an entirely local one and it is for the people of a locality to take effective
measures for controlling the disease there. Consequently each society should do
away with all breeding grounds of mosquitoes and the place where they take shelter
within their village and if this could be done, malaria can surely be controlled there.
To attain these objects each villager must do his bit to prevent breeding of anopheles
in his own holding and should join the society as active member. The socie-
ties should try to enlist as many of their villagers as members for their efficient

working and try to organise societies on their own model, in the villages in their
neighbourhood.

Resolutions
The following are some of the resolutions passed at the Conference:—

1. As on account of divergence of principles among the various political bodies
of the Provincial Assembly, the work of the antimalaria societies is suffering in a
large number of places on account of distribution of antimalaria grant. through the
District Boards and Municipalities, this conference requests the authorities to arrange

ties that in the coming budget',
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for distribution of grants to rural societies through the Central Co-operative Anti-
malaria Society Ltd.

2. Resolved that requests be made to Government through‘ ‘che1 Co:entral. ?‘12;
operative Antimalaria Society for giving some grant‘s'to those.afm-ma ;ma so;:xe
where the District Boards have not made any provision for giving such grants.

3. Resolved that the Irrigation Department, the District Magistrﬁ?te and the
District Board be informed that it is high time now to commenccizh e n;ecesicﬁr}yl
works of silt clearance, removal of obstructions ete., from the Khardah Khal, whic
has almost silted up all through.

4. The small tanks and dobas within the village are clean.ed ]?y the local soci‘ety
but the big tanks (area 4-7 acres) having been overgrown with ]I'mglejk are ;:oaus;r:g
cerious damage to the health of the people and clearance of these big ta sh is Dgyto-ct
the resources of the local society. Resolved that the Govement and tke 11s i
Board be pleased to make some grants to the society for keeping the tanks clean.

5. The Central Co-operative Anti-malaria Society bas been trymg.to eradlctall;e
malaria, Kala-Azar, Cholera and other preventible diseases and to improve 2:
public health of rural areas with the co-operation of the local people for the‘la;t
years but as it has now become very difficult for the society to carry on t}usd uge
task with the small grant from the Government and meagre subscriptions and :nz;
tions from the public, this conference proposes that the Bengal Govertx?mer:\ e
pleased to make an annual grant of Rs. 50,000 to the Central Co-operative
malaria Society for carrying on this work. . N

6. In view of the rapid decay of the villages in the districts of Burdwan(,1 IiIoog y
and Howrah, this conference urges upon the Gove‘:rnment of Bengal not to. e aybani
further in taking up the Damodar-Hooghly Flushing Scheme and to be i{lous abou
Providing necessary funds for giving effect to the same as early as possible.

7. Whereas the Government of Bengal, on the plea of financing big anti;lnalazt'fa
schemes in the different districts of Bengal, have stoppefi the grants to‘rur ' ar; }:
malaria societies which were and are doing goo_d a'mtxmalana opt?ranons ;n e
interior villages, this conference urges upon the District Boards,_ I‘Jmon Boards an
Municipalities to provide sufficient funds in their budgests for.glvmg regular finan-
cial aid to these rural antimalaria societies and to actually disburse such amounts
in course of the financial year. o .

8. The antimalaria grant to the societies from the D1str1ctdBoards havlmg tl‘oet;n

. i i k is not being done properly at the
stopped for the last few years, antunalarlz.). wor ‘
pr:;gnt r:;ment. Resolved that the District Bogrds be reque§ted to give gr;xixts t}to
th; antimalaria societies from this year from their own funds in order to enable the
societies to carry on the work properly.

CO-OPERATIVE CONFERENCE, BENGAL.

i the provisions of the Bengal
on 13th July 1940 to consu.ler h
Held at Calcutta Co-operative Societies BilL

Extracts from the address of Mr. R. R. Roy Choudhury, Chairman of the Re-
ception Committee.

The Bengal Co-operative Societies Bill whic.h is now bef?fe the Ass::;t:g
foreshadows a clear danger to the entire co-operative movement in the neart e
and intends a further fillip to the inactivities of the Department in its present mo

18,



*

460 Tue INDIAN Co-0PERATIVE REVIEW

bund state. Since the introduction of the Reforms, the co-operative work has be-

come a Provincial subject and the Bill is the first fruit of the autonom G
ment intended for the nourishment of co-operative work in this vast P; - Ove';hn-
meain objec't of the Bill is said to be to checmate the deterioration of rSOg’ m(::e ;
consequential provision have been made for tightening of control to re lametr:s fa .
scope which has hitherto marked and has been the life-blood of t}l:e (r:s nent,
which has helped the functioning of Societies and accounts for the pro reover??lllt,
co-operative movement at its present high level. From our experxi)enfe . oh ‘
much to regret that no notice has been taken of the lapses and laxities of thevg a‘i,;e
ment and of the Auditors who are appointed under the direct orders of the R e'I:r :
and discharge their duties and function under his pleasure. If the mysteri - 11;?;
be _unearthed a different story would be there which would reveal the !:ei c: t
which the latches of the Auditors have marked the failure and deterioratio: exf1 tho
woz.'king of the Societies. The provisions which are being included to strer?gth .
their grip and to make them the arbiters of business principles and interpreter Zr;
!aw and procedure also are "against all established canons. It is also unsound :hat
m.a movement like the co-operative movement which intends to be guided by the
Prmciple “Each for all and all for Each” anything in the nature of a personal lia};)ility
in re§pect of non-officials only should be so unhesitatingly provided and that the
questlor} of bringing to book the varicus controlling and supervising agencies who
by‘ pulling 'the string and also by their omissions and commissions may precipitate
ruin and' dl;credit to many a good society should be scrupulously overlooked. The
Bill as it is, so provides as to make the Registrar the dictator of the Co-
operatxhv? structure, the arbiter of registrations, rules, regulations, control
supervision and audit—the only superman in the entire movement. Nay, he is veste(i
with powers still to enunciate the principles, interpret the laws—he ,is to be th
prosecu’c(_nrz the Judge and the Appellate authority and the entire jurisdicti  eny
Court, vaxl.and Revenue, is ousted in his favour and a special imgnunit c. or'x of any
_through a tissue remedy in Section 126 as proposed The Penal Code n}:)tls 'nl:duded
ing penal claust?s and schedules which the pioneers of the movement ne\:” . dStand-
o_f are brought in. There are also provisions to usher in class repre tat('er reame
%ggt and pi'{oper aczljustment of all these would turn the entire show Si?lr’:o am;‘:;ra:ll:f
se smack so undemocratic an i i .
iime the entire collapse of the hgg}:z];-i::;&x: S;Zr‘;:tsuto e o iIn o distan

‘ hich has been bui
through non-official efforts and the milli £ by on DIt up
thomedlves b o s pon ons of non-official workers have strained

There are roughly about 85 thousand villages in Be ) i
activities cannot claim anything more than 12 thogusand villr;ggzls i?lfh t: ;S;;Zpe;?tw:
8 lakhs‘ or so. The movement, during these 36 years of its existence, has rea hrsd lpn;)
a fraction of the population and touched only one-seventh of the ,o ulati i
not yet reached even a fringe of the countless and vast Iabour PO It)ll:tionmn' .It has
can never be accomplished by any agency that is not inspired b)lr) the hi.hThl? task
of service and patriotism. It is very doubtful whether the necessa dg o ideals
are possible so long as attempts are not made to release the m et ents
from the strings of official control 10 expert outside guidance ovement gradually

The general impression amon i
. g people in a position to s i i
am here quoting from the words of Sir P, C. Roy, is th:t ‘afxik i al.lthonty, !
Department appear to be more for men who represe;l o mhies of the

rests than the poor for whosa benefit the Department exists.”

One of the greatest difficulties confronting Societies of our t

we are in a state of isolation in regard to ourselves but that ype 1s that not only

We are in a state of
[ ]

ol

t powerful and influentia] inte-

»
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isolation in regard to the rest of the movement. As to our isolation with reference
1o one another, already we are faced with a real danger. I have always held that
while co-operative autonomy is to be aimed at, co-operative isolation is a distinet
danger. We do not get any support from Central Banks and the Provincial Bank
shows no disposition to assist us. The Reserve Bank of India when first schemed
was intended to render financial credit to the co-operative movement. Its functions
are limited to agricultural credit now. In this respect we are in a more unfavoura-
ble position than in Bombay where the Provincial Bank, unlike here, finances the
Urban Banks to a large extent. To my mind there is scope for an amount of better
understanding between societies of our type and these financing agencies.

An investigation is also overdue as it is desirable to co-ordinate the spheres of
our activities. There can be no doubt that our present position of isolation from
the rest of the movement is undesirable. Further as I have observed our isolation
with reference to one another is a distinct disadvantage. If we do not find adequate
assistance from the Provincial Banks or other sources it appears to be ultimately
necessary to form a Federation of our own to perfrom the same function which the
Reserve Bank and the Provincial Bank discharge in regard to agricultural credit.
We may as well begin by forming a Federation of our own which will watch our
special interests, assist us in equalising surplus, in removing deficiencies in respect of
our funds and in taking counsel together and help us generally.

As in the case of other Co-operative Banks our Societies in order that they may
be able to fulfil efficiently and properly their functions must have a trained paid
staff. For the development of real banking, no matter whether such banking is run
on co-operative lines or not, we cannot depend on amateurs nor can we leave our-
selves open to the standards that may be thrust upon us. The achievements of some
of the non-official colleges and institutions in the field of education as compared
with the very costly and unwieldy machinery of Government colleges prompt me to
venture this suggestion with an emphasis and an assertion. While it is extremely
necessary that we should have a free hand in choosing our employees it is no less
important that we should have uniformity and standard of efficiency. Our staff also
would requirdbto be placed on broad basis of security and normal standard, All
these are questions that may well form the aims and objects of a Central Federation
of our group of societies—a Federation with a liberal constitution of its own, consisting
of elected representatives of all classes of societies in our group. Such a Federation
when formed should receive support from the contributions that will be permissible
under the rules from individual societies besides the usual membership fees and
other sources. I do not believe in leaving all these matters to be decided by the
Registrar. I am precluded from being quite outspoken in such matters but I can
easily foresee when pressure might be possible to bear on the Registrar in order to
prevent him from doing the right thing. The elected representatives of Societies who
have a direct interest in the promotion of the movement in their own sphere, would
be easily able to resist that pressure.

I take this occasion to refute the comments of the Registrar in one of the Annual
Reports when he ascribes party faction and management by coteries as some of the
vices prevalent in societies of our type. Party spirit is a natural corollary to any
form of democratic constitution. It is the vital strength in the democratic forge as
well. It is in this anvil that real strength emerges and progressive achievements are
vealisable. It is far better than the sway of political surge which mars the workings
of some of the high officials of the Co-operative Department of which so lately we
felt a bitter experience to our regret. Government in our present form is naturally
expected to be swayed by political considerations and however much the rules may
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provide, a Government Department or its officials ean never rise above the altar of
fuch phases of ‘lhe‘ times. That is all the more the reason that we need toeloa br e
the phase of Regxstrar’s control in this matter and should have entire f Tia o‘i,
our sphere. I view with alarm the tendency in certain quarters to depizza'::emour;

attempts to make the Co-operative movement
more dependant i
people concerned than on the department itself. P on the wishes of the

‘ While on the subject of the tightening of official control more stringent and
r;.gorous, than was undreamt of before, as is forecast in the,Bengal Co- :‘n
Bill, I cannot resist the temptation of quoting from the dissertations of a ;)lpira o
Yeterar} co-operator of Bengal, Mr. G. S. Dutt, 1.C.S.: “In every coun‘::e -hn:lvlvn
it be in Ireland or Belgium, Holland, Switzerland, Denmark, Italy oryAW e' ef
wherever co-operation has flourished and the people have ﬂou,rished throu; rll:e'rtlcz'l’
was not primarily through state action but through the unselfish efforts ofg ‘;, 1;
of enthusiastic voluntary workers. In Finland it was the students of the Uniaverzﬁ
In Western America it was the Mormon priests. In Belgium and Switzerland, S d
and Italy, it was through bands of people organised through voluntary Associati,on:a;n
Treland it was a band of educated and earnest people who formed themselves i;1tr(:

the Irish Organisation Soci i i i
the Irish 0 ciety and worked night and day for the economic uplift

I repeat these expressions on behalf of those band of self-less workers who have
helped to shape the progress of our institutions from their mythic infancy of old into
the full stature of Banking manhood to-day. It is not legislative agency which has
con}manded Fredit and confidence there. If the self-less work of the pioneers, the
various publ}c e.md G?vernment Banking institutions notwithstanding have kep’t up
th.e flow of liquid capital at every hour of need in proportion to our demand 1
with confidence assert that this credit will continue its us oo T
work united in the true co-operative spirit en

£ .
the sghere o whieh wre beep grafted on every limb and artery of

The 'Bengal .Co-operative Bill stresses the official side of the verdict The sent
(ig;;c:Hagaxnst :sfls about to pass through the legislative anvil and once it is recordec;
he present form there can be no appeal not even in the future e’tcept through

the narrow gateways of the legi i
i gislature which ¢ i
which might command their respect and ins e oo moved by our united deeds

; . pire them once more to feel th:

izir::s hufman as the; o.fﬁcxals. Bearing our cross manfully we too shouldaltla\:: :ﬁz
. 'ge ot our convictions and faith in the eternal and all-pervading C i

principle of Truth, Right and Justice. o v o rent

QOur pioneers insti i
lesson and that is to let our sneerers s . nave instilled into us one great

1 ‘ neer, and our crities be as hostil i
but that we should smile on having faith in ourselves in this great Co-‘o;;zlttil:rzy[\}llge

ance. I may also repeat in the words of th
; e t < . . .
lived after them, the good is interned with theirpgzr:est’he evil that the pioncers did

S .
hort space at my disposal does not permit me to be exhaustive but even con

ﬁning m yself Within the narr imi S ()l ener al
> oW llm t iti
i i 1 g ltles, I can Safely assert that the

. e present Act has bee ib]

rac - . n possible

tgn en:: ;’i{;hﬁef;znfo‘;fﬁ?lzﬁ workers in the field. Their narrow outlook, lacﬁuc:’fu'ghdthe

et anc cear o esight have meant for the honorary workers a heavy cost ]lél o

ore not audit\zr e;: itt};e cn;ac?zmerlscl oi the Department is out canvassi_né fo:se;
! oterie, ackery of -

dragging on for years at their plea v of a protracted arbitration procedure

y ; sure have meant many a ba
reac'h and jeopardised realisations. Considerable rule-makingd oowor to go out of
vesting on the Department under the Act II of 191°. Y ey was already

rules have been framed and in the intricacies of the la(:;;lgi{ 1:1’1"(‘1’ ISIOW fev;' o thes:
ense of some o

ual flow so long as we-
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these how the meaning has been enshrouded to baffle any practical benefit. Instances
are not wanting where an order based upon no logic nor any prineiple had been
thrust upon an institution of status, the immediate offect of which could have no
other force than to engender discredit and result in forthwith collapse of the finan-
clal structure. In the name of law and order and sitting in their high altitudes, the
officials have not cared to bring themselves down to the level of realities and have in
their holiday humour supported acts of violence. In their vaunted wisdom and the
dictatorial authority, misconstruction of the procedure and rules of work is also not
an uncommon feature and you will not wonder if I go a bit further and say that
expansion of business in an organisation where deductions are available through
pay hills and are subject to audit hy the Local Audit Department of the Govern-
ment of Bengal, has been tried to be cut short by a sweep of the pen. The Appel-
late provisions under the existing Act have meant no more than the brushing of
ends from one to the other shoulder. These are only a few instances of what the
Department could do under the existing Act. And as for what they could not do I
ask you to have little introspection and feel whether it has been possible for the
officials, minded as they are, in their present form, to so guide the working of Socie-
iies and so regulate the machineries as to save them from rotting on, whether it has
ever been possible to avail of services of the Department in all promptness
where expedition was called for and whether in cases of necessity the Department
has proved a philosopher and a real friend. Instances of order for order’s sake and
abuse of privilege is not so uncommon under the present regime and in all earnest-
ness I would call upon all earnest co-operators to ponder a little and say whether
failures and deterioration of Societies where these have occurred is not due in a good
degree to the inaction of the officials on whom devolved the serious duty of healthy

guidance.

In the midst of these diversities and travesty of functions time was ripe for an
enquiry into the working of the Department to unravel the mysteries behind the
failures of Societies and deterioration where it has occurred to let those who want to
know the secret hand behind the string and all would feel too glad if the Depart-
ment could stand the test of public opinion of experts on the issues I have with
your suffrance raised. You will not allow yourselves to be misled by the well-
worded resolutions of the mutual-felicitation and got-up Conferences organised,
nurtured and fostered by the Department under its patronage. Nor would you
allow yourselves to be misguided by the guarded caution which marks the tone of
the few lines in the dry as dust reports compiled, issued and published by the De-
partment.

1, therefore, appeal to you, fellow co-operators, to record your emphatic protest
against the reactionary clauses of this Black Bill and rise to the height of the occasion
and let our representatives to sum up the situaion in proper perspective and effect
such modifications in the Black Bill as may be warranted after an enquiry into

the workings of the Department

Extracts from the Presidential Address of Mr. Santosh Kumar Basu, M A,
3L, ML A, Ex-Mayor of Calcutta.

The organisers are doing a service to the people of the province in general and
the co-operators in particular, by organising 2 conference to voice the independent
non-official opinion regarding the Bengal Co-operative Societies Bill, 1939, which
will be taken up for consideration by the Assembly on and from the 17th instant
and which, if passed, will sound a deathknell to the growth of a real co~operative
movement in the province,
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The Congress Party as well as other parties and groups in opposition in line
with public opinion consistenly opposed the idea of a co-operative movement being
dominated by a statutory official autocrat in the person of the Registrar, and in con-
formity with their demand for de-officialisation urged the appointment of an expert
and impartial non-official committee to go into the whole question of revitalising and
reconstructing the co-operative movement. The result was only a solemn assurance
Ly the Chief Minister of an enquiry which, however, never took place. There was

the possibility of consulting experts at the Select Committee stage but this was, it

appears, not done by the Committee as it ought to have, although this was pressed
by the congress representatives on the Select Committee

We want the Co-operative Movement to be placed on an absolutely sound and
autonomous foundation, we demand the aegean stables of the Department to be
cleansed and the plague spots of the movement removed. The officially sponsored
movement guided by bureaucratic traditions has completely failed. Let that failure
be recognised and future policy be framed on that recognition. Nothing could be
more preposterous than the provision for further fetters for the societies in the
Bill, when the co-operative principles and practices all the world over which consti-
tute the bed-rock of co-operation, and the experience gained in our country from
their neglect, demand the removal of such artificial fetters. The surest basis of the
success of co-operation is more of true co-operation which is possible
only through co-operative education accompanied by democratic —practice.
That is the co-operator’s faith and creed. The Bill was and even now is funda-
mentally against the consummation of such a goal. “It has been so framed as to
make the Registrar and not the Society the centre of the picture on the assumption
that a tightening of the official control by clothing the Registrar with very wide
powers over the movement and subjecting the eo-operative institutions to tutelage
and spoon-feeding in a larger measure will improve the movement in this province,/
forgetting that the essential character of the co-operative movement viz., that it is
a2 peoples’ movement will thereby be lost, that self-respecting and independent per-
sons will fight shy of the movement, non-official initiative and enterprise will be
discouraged and a true sense of responsibility will be destroyed among those to whose
care the institutions should be normally committed.” The Modern Review editorially
in its current issue says: “There is nothing in the Bill excepting the term ‘Co-opera-
tive” appended to its title to indicate that it deals with and proposes to further
co~operative principles. It is mora like a disciplinary police measure with which to
chastise and punish non-official co-operative workers than one for the promotion of
Co-operative Movement. By the introduction of the extremely retrogade provisions
regarding powers of rule-making, by investing the Registrar with dictatorial powers,
by :fxttemptu‘ag to exclude many co-operative matters from the jurisdiction of courts,
by introducing penal clauses of stringent character, by not defining precisely what
f:onstitutes co-operation, by extending official control to the fullest extent and divest-
ing co-ope}'a.tive societies of their autonomous character and by introducing many
:}t!l;ezolizo'\:::t)irzyse ofhthe stro,x’lgest character, the Bill ha.s l?een.comgletely .divested of

P character ”. Even the Floud Commission, in spite of its peculiar

composition, has strongly criticised in its Report certai i :
: ain aspects of this r
legislative measure. P eactionary

One of the ostensible reasons put forward in favour of the new provisions re-
garding the Registrar is said to be his lack of power to intervene effectively in pre~
venting and remedying alleged abuses in the Sociteies. This is a complete misrepre-
sentation of the existing state of things and travesty of actual facts Doespnot
Mr. (now Sir) H. Calvert, CSI, CLE, 1.C.S., himself formerly a .Registrar in’
the Punjab and the most distinguished official commentator on the movement
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observe that “The Registrar”, in terms of the Act II of 1912, “is constituted the very
foundation of the movement”, and then adds with reference to the powers enjoyed
by him that these are “extensive powers and in some quarters there is an inclina-
tion to object to them being centred in a government official”. He gives a list of these
powers in his work, Law and Principles of Co-operation.

“It is left entirely to his discretion to register or to refuse to register a society
(cf. Section 9), and the Bye-Laws and every amendment of them require his ap-
proval (cf. section 9 and 11). Thus on him rests the responsibility of seeing that a
Society starts under conditions as favourable as he can make them. In order to en-
sure that wise rules are carefully observed he is given unlimited power of inspec-
tion and audit (cf. section 17 and 35). He controls the power of a Society to make
loans to and receive deposits from, a non-member (cf. sections 29(i)d and 30) has a
voice in the investment and disposal of its funds (vide sections 32(i)d and 34).
Finally, he has full discretion, subject to the right of appeal to the local Government
or such Revenue Authority as it may nominate, to order the dissolution of a society
(cf. section 39) and to appoint a liquidator to wind it up.”

With regard to the position in Bengal, I shall content myself by referring to the
opinion of Sir Rajendranath Mookerjee, who as Chairman of the Bengal Provincial
Co-operative Bank—the financial nerve-centre of the movement—in his annual
address in 1931 referring to the degree of control exercised by the Registrar over
the Provincial Co-operative Bank describes the Directorate as “theoretically inde-
pendent” and shows the “very limited degree of control which the Board of Directors
can exercise over the Bank’s affairs in contrast to the rigid control and ample
powers which the Registrar wields in respect of the Bank’s daily routine” and puts
the whole matter in a nuishell by saying that “the co-operative movement here,

"-therefore, rotates and revolves round one individual—the Registrar. His position

is unique. He not merely fulfils formal requirements of the law but guides and

controls the entire movement and directs policies”.

Even a tyro in co-operative theory and practice in India knows that one of the
most obnoxious features of the movement has been that it has never been allowed
to become a movement but has been always a part of Government’s policy.: That is
the language in which Sir Horace Plunkett, an acknowledged authority on Co-ope-
ration characterised the movement in the memorandum that he placed before the
Royal Agricultural Commission. It is against this official incubus that co-operative
experts including officials like Mr. Strickland, formerly Registrar of Co-operative
Societies in the Punjab, non-official bodies like the All-India Co-operative Institutes
Association, ete,, have been continuously protesting and advocating de-officialisation
of the co-operative movement in India. And to-day in Bengal we are presented’
with a Bill which is the most reactionary ever sought to be placed on the Statute-
Book in any province in India. The co-operative movement was run under the most
reactionary provincial Act in Bihar and Orissa and this Act has been naturally the
model for many of the provisions of the Bengal Bill. But I may remind the Bengal
Ministry that after the enactment of this reactionary piece of legislation the co-ope-
rative movement degenerated there to a larger extent than before and as a result
thereof a Committee was appointed by the Congress Government to enquire inte
the conditions of the movement there, one of whose recommendations is the sub-
stitution of that most reactionary piece of legislation by a new one which will be
progressive and will meet with the exigencies of the situation. Shall we repeat what
Bihar has found to her cost to be a collosal mistake?

Almost all the provinces have been the victims of trouble similar to those facing
the movement in Bengal for sometime. There has been systematic investigation by
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e introduction of the Bill a statement
was issued over the signatures of Sir P. C. Roy, Sj. Ramananda Chatterji and some

members of the Legislature and others making an appeal for an enquiry and the
formulation of the provisions of the Bill after g

that self-same demand from thig Conference,
shy of such an enquiry? Why do the Ministry
ment allow the discontent that is smouldering
to grow into mighty proportiong every day?

Why should the Government fight
along with the co-operative Depart-
and the doubts that are enveloping

May I also refer to another aspect of the question?
business concerns run on certain ackno
be run efficiently under official tutelage.
of running the societies, well and good.
Bill will create if passed into law—whi
societies, the responsibility for the res
official intervention and conirol shall fa

Co-operative Societies are
wledged principles. Business can hardly
If Government takes the sole responsibility
But it is an intolerable situation which the
le the department would lord it over the
ults of the working of the societies under
11 on the non-official office-bearers,

The object of the Bill, as has been set out

in the Preamble, is to promote thrift,
self-help and mutual aid among

persons of moderate means with a view to promot-
ing better living, better farming and better business etc, ete.,—high sounding
words these, but nowhere in the body of the Bill, are to be found provisions for
implementing them—they contain only provisions foxr legislation, audit, arbitration,
inspection and liquidation of societies and define the extent and nature of the
several form of official control over them partly by express provision in the statute
and partly by the rule-making power to be exercised by the Provincial Government,
The extent of these powers can be understood when it is remembered that out of 134
clauses of the Bill about 60 clauses give powers to the Registrar by express provi-
sions, and by the rules he is given powers under about 90 different heads. The
framers of the Bill, however, forget that just as “good banks are made not by good
banking laws but by good bankers so also a good co-operative movement will be
dependent for its success more upon the soundness of

administered”. So said Sir
, but the sponsors of the Bill prefer to go the wrong way and in-
clude such provisions in the Bill as to make it hardly possible for self-respecting and
independent persons to associate themselves with the movement,

May I submit that the proposed Bill suffers from another very glaring defect te
which very little, if any, attention has been given so far?
bowers given to the Registrar with re
an apex bank, a central bank, a

I mean the uniformity of
gard to all classes of societjes. Whether it be
primary society, an urban bank, a marketing
society, a consumers’ store, a land-mortgage bank, a consolidation society, a co~
operative propaganda and education society, a better living society, a rural recon~
struction society etc.—the powers of the Registrar are the same. 1 am, however,
definitely of opinion that the powers of the Registrar, so far as they relate to urban

banks should be as far ag Possible, done away with and these societies should be given
utmost freedom to regulate their activities in accordance with their bye

he problem because this Conference consists mainly
of representatives from the urban banks which are catering to the needs of poorer
classes of people and are rendering them yeoman’s service when {]

with grave economic stringency,

hey are faced
Let me not be misunderstood when I make

-laws, I lay
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I feel they stand on an entirely

i i . the urban banks, I do so because . tire

Spiilﬁif lfe::tli?é f::xd 1 do not mean thereby that over other: co-zperatwe societies
e : :

];Jhe Registrar should have such wide powers of control as is given him

i jectionable
Tt will not be possible for me to dwell at length‘ ofnrgfg ‘;iri%\;s rg::terly abe
1 £ the Bill. I would only content myself by relerrn; o e e e
) a“§es . hich my esteemed colleague in the Assembly Sj. 'a yapriy ’ e
;:f c? lsii:rlrtﬁt‘:eécas ayMember of the Select Committee on the Bill representing
1ad s

ial study of the co-
Congress party in the Assembly. As one who has made a special study
n .
operative movement, Sj. Satyapriya

Banerjee speaks with authorityd Yhi?l'tin :;::
i i imited and unlimited liability,
i th the question of limite v, the
ably written note he deals wi ( ; e of the Department an
i i istrar, audit, placing of the : . !
quahﬁcahofgs-olf f)};ciigel:r;s on t};e same footing, dlSSOlutlol‘% and r:fo:s;::;;x;x;
t}fle hnorltfl-o c‘ii;g Committee and last, but not the least, th? .sethr:;g‘ ::pif 2 PRty
oon : agaidvisory Committee. I am decidedly of oplmonf : }f e ooy
°°n5t1;u:;e on the lines indicated in this note of dissent some c;ﬁ cia: cgo_operators "
2?:}; eBill will be removed, thereby enabling the true mn::lt e e,
organise and develop a clean, healthy and successful movem e e
. 1t i the Bill an
< fellow-legislators to study o
Lastly, T would appeul fo my . b B e the Bi
’ i i 1y and with an open
[ di to above dispassionately . : he
Of'dlllisent regierfrri(rln (t)he Legislature in a form that will do credit to them and p.
might emer iy
the Co-operative Movement on a sound footing

Resolutions
) olutions passed at the Conference.—
The follo.wmg afr : so:n : i:f (:1 eo;?:ﬁon that, in line with other prov.inces,f tt::
L Tus Con erlen}fou{d have instituted an enquiry into the worlm"tg1 OCom-
Governme'n t of Bengants in Bengal by an impartial indepenfient non‘()ﬁ;c‘ﬁ i
Cc.;-oper.atlve .movéme erative experts before the introduction of the Bi e stope
mittee mCh.ldm.g P bi and urges upon the Government to retrace 1b >
Bengal‘ Legldatl;e gf‘lsleﬂitg a view o institute the enquiry referred to above.
and wnhdra\.v e flrence is of opinion that the Bill, as it. has emergec%def::nngl
2. This Con’e hould be referred back to it with a view to recons:i ring
the Selelc : Coggltatfr(:s}i in the light of the public criticism that has appeared Ir
a .
g:iewt};otimt in the press and on the platform. ill should be amended at least
i ference is of opinion that the .Bﬂl o Satyapriya Banerjee
3. Thl's (?0“ d in the note of dissent submitted by Mr. a'ylap' y Asgembly
on the line]soel: dcl);atfheISelect Committee appointed by the Legislative Ass
as a mem

to-consider t.he B:;. ence is of opinion that the Bengal Co-.operative Alha:ceni;

4. This Co erdar and appendage of the Co-operitlve I)E‘I)t"l.l'tm‘“l‘1 a -
a non-official Bena™ the co-operators and the Co-operaiive _SOClet‘?s a ovbe
therefore urges tui)onhave anything to do with it so long as it continues to
the province not to

Su(:h an the lllclnbets Of L‘he Alliance to Iesign forthWIth.
d CallS upon

i ini organisation representing the

Thi is of opinion that an ' ! i

5.d t ® Co;f::snsfew in the co-operative movement be immediately formed;
independent non-o

i as ‘its
ints a Committee consisting of one member from each Society
and appoints a

tat ith Mr. R. R. Roy Choudhury as con;e:l:i;‘, with power to co-opt.
resentative wi o e T i i etauls.
xt‘:;pconsider the matter in all its aspects and in all its

e——

19
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THE CENTRAL CO-OPERATIVE ANTIMALARIA SOCIETY

Twentieth Annual General Meeting, Calcutta, 23rd March 1940.
Sir Malcolm Watson took the Chair.

The following resolution was moved by Mr. Amarendra’ Nath Mukherjee,
Zamindar of Uttarpara and Member of the District Boarg, Hooghly:—

“This Conference urges the Government of Bengal, in view of the rapid decay
of the villages in the districts of Burdwan, Hooghly and Howrah, not to delay
any further in taking up the Damodar .

-Hooghly Flushing Scheme and to be
serious about providing funds for giving effect to the same as early as possible.”
Dr. G. C. Ramsay, Deputy Director of the Ross Institute (Indian Branch) said
that through the activities of the Institute by intensive progaganda work, antimala-
rial operations have been initiated in right earnest in many of the tea ’estates and
other industrial concerns in India as a result of which they have been able to con-
trol the disease considerably with the result that the cost of production in many of
the estates has been greatly minimised and the labour population have heeyn able to
improve their pecuniary condition as they were fit to work for more days to earn
their livelihood and work for the concerns. He said that malaria was a very com-
plicated problem and though the life histories and bionomies of most of t}z mos-
quitoes have not been definitely ascertained as yet, still by adopting certain methods
against some definite species of carrier mo

squitoes in certain localitjeg they have
been able to reduce the incidence of malaria. He moreover said that the RosZ Insti-
tute has trained a large number of men for assisting the estates ang business con-

cerns in adopting antimalaria measures.

Mr. €. K. Nicholl said that antimalaria operations, if pro
s perl
applied, are sure to reduce the incidence of Y and effectively

malaria in a locality and brin
health and prosperity to the people. In one tea estate the authoritieg bulil'cg : ?ilg

particularly those who come up for

should be thoroughly acquainted with the work that is bej . )
uar s being done in th

by such voluntary organisations and for this the D. P. H. Course is noweble-‘i::l 1::;?3

fied. He said that as he has been placed in Bengal e would try his best to serve the

people of Bengal if they would need his assistance, He thanked Dr. G. ¢ Chatt

for his enthusiasm in the arduous task in rousing the sanitary consci'ous'ness o:ri;:
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people of Bengal in matters of public health and utilising local enthusiasm for con-
trolling epidemic diseases in the riiral areas of Bengal.

Lt. Col. A. C. Chatterjee, I.M.S., the Director of Public Health, Bengal in his
speech said that on account of malaria, Bengal’s pecuniary condition is going from
bad to worse year after year and it is high time that some constructive plan must be
adopted by the people and the Government to eradicate the disease from Bengal as
otherwise Bengalees are doomed to be ruined totally in the near future, On account
of malaria alone, the Bengalees are getting unfit to carry on agriculture and indus-
tries of their own province for which a large number of people of other provinces are
constantly emigrating and they are taking back huge sums of money from Bengal
every year. On account of their physical incapacity they are unable to do hard
physical labour such as in the Military and Palice Departments and they are in-
capable even to work as a durwan. He was glad that some of the societies had been
doing very useful work in combating malaria in their villages but he requested the
societies 1o enlist the active co-operation of a larger number of their co-villagers and
to spread the movement to as many villages of Bengal as possible.

Mr. G. S. Dutt, L.C.S,, Secretary, Local Self Government and Public Health
Department, Bengal addressed the gathering in Bengali with the permission of the
President. He said that malaria problem of Bengal could only be solved by the young
men of the province. If the young men of Bengal work together sincerely they
will surely be able to drive out malaria from Bengal. But before they can do so -
they must try to improve their own health and build their moral character so that
they can be able to fight out such a formidable enemy. He gave them the ideals

* of the Bratachary movement which would not only give them physical and mental

strength but at the same time prompt them to work together for their common good
#nd for improving the deplorable condition of Bengal. He was glad to see the acti-
vities of the antimalarial societies in resuscitating the dead and dying rivers of
Bengal which are so vital for maintaining the health and prosperity of the province,
He advised them to keep in view the fact that in order to resuscitate their rivers
they must try to prevent the people of other provinces causing any damage to the
rivers which flow through several provinces and ultimately ramify in Bengal vil-
lages before they empty into the Bay of Bengal. He thanked Dr. Chatterjee for his
keen and sincere interest in the matter of eradication of malaria and improvement
of public health of Bengal and he said that he has been closely associated with Dr.
Chatterjee in his laudable efforts for many years past. Mr, Dutt said that the Gov-
ernment, the District, Local and the Union Boards and the Railway Companies
ought to be responsible for prevention of malaria as they have caused the diseases
by obstructing the natural drainage channels of the country by constructing roads
and railway lines. The people want roads everywhere. The Bengal Government
have recently appointed a Malaria Engineer under the Public Health Department
for resuscitating the rivers and khals in the province. The India Government is
also responsible to some extent for deterioration of the rivers of Bengal as due
to deforestation of the mountains and upland areas at the heads of the great rivers
of India those rivers are being silted up quickly and with that the small rivers of
Bengal are also deteriorating. For want of sufficient flow in the river, the beds are
being choked with water hyacinth and unless the rivers are improved all hopes
for improving Bangal will be lost and the country is sure to be devastated within
100 years. On account of our ignorance we are suffering so much from malaria,
besides there is no proper education among us. The leaders of Italy and Germany
have worked with the people with Kodali in their hands for bringing back health
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and prosperity of the country by improving agriculture, The Central Antimalaria
Society has been trying to spread knowledge about public health among the people
during the last 20 years and have organised antimalaria works in different arcas by
rousing the sanitary conciousness of the people. Gopal Babu is also trying to spread
knowledge about improved methods of agriculture, dairying
among the people of Bengal by propaganda and demonstr
Bengalee: can get suflicient quantity of rice and milk
and immunity by which they can surely resist
with our hands sincerely, nothing can be achieved by mere lecturing and the malaria
carrying mosquitoes cannot be driven out from our country. Aleng with physical
culture we want education and we must look at malaria through our scientific
knowledge from an economic point of view. It is due to malaria that a large quantity
of money is going out of Bengal every year. If the Bengalees want to live they
must acquire knowledge, they must be prepared to do manual labour and there
must be unity among them, At one time Bengal showed the way to other provinces
of India and was practically the brain of India. If Bengal dies, India will also die.
We must try to bring back the old order of things. We all praise the antimalaria
societies because they are trying to bring back unity among the villagers, in order
to resuscitate the rivers of Bengal. We must try io induce the India Government
to move in this matter as by the efforts of Bengal Government alone Deltaie Bengal

cannot bz saved. The Irrigation Minister is trying to improve the Brahmaputra river
and it is a noble attempt indeed,

and cattle breeding
ation. If is true that if the
they will acquire strength
attacks of malaria. Unless we work

Presidential Addyess.
Sir Malcolm Watson, in the course of his Presidential Address said:

Probably it would be interesting to the representatives of the societies to know
that the illuminating address which they presented to the late Sir Ronald Ross, when
he came to Bengal in 1927 for the last time, was an honour which is now placed at
the great London School of Hygiene and Tropical Medicine. He and Sir Ronald
Ross spoke about the Antimalarial Societies very often. It was a special pleasure
for him to meet all the workers of the Anti-malaria Societies and Dr. G. C. Chat-
terjee in particular. He was very glad to see him well and taking such an active
interest in creating and organising these Anti-malaria Societies. Dr. Chatterjee is
the man whom he greatly admired. He is a man of vision, he sees so clearly the
needs of Bengal. But at the same time while he is a man of vision he is no visio-
nary. He is a practical man as well as a scientific man and a man of imagination
and he was pleased to find in him these qualities which are not often combined.
iis knowledge of Pathology enabled him to realise that malaria is the real disease
of Bengal. His scientific training enabled him to detect the mosquitoes breeding in
the tanks. His practical common sense showed him that it was possible to elimi-
nate the mosquitoes by cleaning the tanks and stopping their breeding in them
by oiling. The societies probably realise that it is necessary for the villagers to
improve their land by putting into it as much of the waste refuge as Possible so as
to enable them to get as much produce from the land as they could and during his
short visit to Calcutta, he has seen this thing in Dr, Chatterjee’s own farm at
Sukchar. There Dr. Chatterjee had a still wider vision. He saw that malaria
was the chief enemy among the diseases which were pulling down the health of the
pepole of Bengal. To organise these societies and to advise the people about the
water supply of rural areas and about cleaning of the villages and initiating pro-
ductive agriculture there was a great task for him.

He next spoke about Dr. Bentley, one of the

greatest Directors of Pupli th
of Bengal, the man who loved Bengal and was Upie Heal

loved by the people of Bengal, In
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his opinion he was the first man who realised the need of resuscitating the dead
rivers of Bengal by flood waters of the Ganges, the Damodar and other rivers. If he
was not the first he was one who pushed the idea with all the power at his com-
mand. He also found the value of Dr. Chatterjee’s societies and gave him all sup-
port for organising the rural societies and initiated and guided the Anti-malaria
Societies of Bengal and such was the success of his great endeavour that there are
over 3000 societies to-day and he was sure that Dr. Chatterjee, when he first started
the work, never believed that he will be able to organise so many societies, A
great tree has indeed grown, since it was planted at Panihaty in 1917 and he said
he might be permitted to speak for the movement.

He believed that the societies would be encouraged to learn that they were .
doing the right thing, if he told them of some work done in other parts of the world,
some of which he had seen with his own eyes far away in South America. He saw
in the estates of Sampulan a great deal of anti-malarial work being done. Again
in the town of Rio where the biggest problem is Yellow Fever and where there is a
great organisation for control of yellow fever, there also anti-malarial work is still
8oing on, in Panama Canal Zone and the United States. Turning to Europe, anti-
malarial work for the control of mosquitoes is something very important and in his
opinion there were few of the societies who had not heard about the work done by
Signor Mussolini in reclaiming Roman Campagna. That area had been swept by
malaria for 2000 years but at last by striking at the mosquito that area has been re-~
claimed from this curse and he had seen with his own eyes beautiful farm houses
which are flourishing in the area which was once a marshy land. In Albania
which he also visited and in Greece, he had seen a great fight against malaria and
on the same line. As the societies know, the down fall of Greece might well
have been due to the introduction of malaria than by armies of the East. In
Zagoslovakia he had visited the various mining areas where malaria had cropped
up. When he came to Africa he knew friends who were for many years working
against the diseases and more and more coming to tackle the problem by means
of attacking the mosquito rather than by any other means. At the other end of
Africa he had the pleasure of visiting the most malarial areas as a guest of the
Union of South Africa and since his visit in 1930 intensive anti-malarial work had
followed. He had been the advisor to the greater copper mines of North Rhodesia,
great result has been achieved there too. The death rate of Africa enormously de-
creased and now the best interest is being paid for that to the African Union, the
people have been housed in comfortable screened homes after they began to clean
their houses and to decorate them; that is a matter of great interest. In South
Rhodesia a great campaign had now been started. He had just come from that
country where he had been advising the Government as to how to organise a cam-
paign for a country 3 times the size of Great Britain. In Tanganyka he was also
putting their house in order. A year or two ago he visited that country and there
where the Germans had given an extensive trial fo control malaria by quinine there
was still so much malaria that in 1933 they had to treat 82% of the patients for big
spleen. He had to request his Excellency the Governor that he had to report under
advice for a plan to control the diseases. He gave the plan his support and Tan-

ganyka got £21,000 from the Colonial Developmenf: Fund. In Tanganyka and in
Kenya he had the pleasure of seeing many of the mines where daring anti-malarial
work is now being pushed on.

The societies must have heard about the great malaria epidemic of Ceylon
which has been controlled by an organisation last year and the Ross Institute had
a great share in checking these outbreaks. If Dr. Chatterjee had travelled with him
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he would have been enormously surprised to see people tackling malaria question on
the same lines as they were controlling mosquito in Bengal.

Coming to India he saw what was being done primarily on the tea estates by the
Ross Institute. He had the opportunity of visiting Deccan 11 years back and ad-
vise on certain measures for the control of malaria, When their problem was in-
vestigated properly it showed that malaria was coming from wells in Bombay, and
the same mosquito Anopheles stephensii was breeding more or less in 6000 wells in
the whole city and it was proposed to close many of the old wells and provide
water supply to the people. At first malaria did not come down as the wells were
still in use but now they have brought down the figure from 55% to -5%. That was a
great achievement and they have since brought down death rate from 16,000 a year
to round about 100 and sometimes even less than that. So, if sanitation is carried
out by sanitary means by practical men determined to get rid of the disease, the
people will get rid of any disease just as they are getting rid of malaria.

In Southern India as a result of researches carried out on the same lines as that
of Sir Ronald Ross it has been discovered that there was in many cases only one
anopheles mosquito that was the carrier of malaria and in other cases 2 mosquitoes.
In Assam Dr. Ramsay and his staff have found out that out of 23 species, only one
mosquito was carrying malaria. Now regarding the value of research work for
the tea industries and the people engaged in it, he said that the industries are now
making more profits and giving better wages to their labougers who now draw more
money at the end of the month because instead of being sick for about 10 days out
of 30 days, they worked throughout the month and drew more pay than before. It
is unthinkable that the tea estates will ever go back to the old days of malaria. He
was sure that during the last two years the labourers have been benefitted by more
than a million days pay, more than what they had before when malaria was ram-
pant there. This was in the European estates and now they have introduced this
work among the Indian estates in South India and he was sure this work will spread
among the Indian estates as well. To his surprise he heard from the Manager of
an Indian estate which joined recently the scheme of control organised by the Ross
Institute that the estate would have undoubtedly closed down, had it not joined
the scheme of the Ross Institute. Such help and co-operation would be of great

value to all and if something of this nature could be done he promised that he
would use all the influence he had so that they could drive out the great danger of
malaria and he looked forward to the day when the crushing disease could be lifted
from the people of Bengal.

Mr. K. L. Goswami offered a sincere vote of thanks to Sir M, Watson on behalf
of the Anti-malaria Societies and the people of Bengal for his great achievement in
controlling malaria successfully in different parts of the world and for his volun-
tary and sincere offer to help the people of Bengal 1o eradicate this pest.

THE CENTRAL PROVINCES BERAR CO-OPERATIVE FEDERATION
CONGRESS.

Bilasapur, 7th and 8th April 1940.

The annual session of the Central Provinces and Berar Co-operative Federation
Congress met at Bilaspur on 7th and Sth April 1940, with, Rai Sahib U, S, Bisen,
Governor of the Federation in the chair.

After welcoming the delegates, the Gover-
nor placed hefore the House the annual report and statement of accounts of the
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- .
Federation for 1939-40 and budget estimates for 1939-40 and 1940-41 which were
‘adopted.

Co-operative Movement in Berar.

On the motion of Mr, Kashi Prasad Pande, Sihora and with the permission of -

the house, the Registrar of co-operative societies, who fﬁtttended the '?SSi‘on off ttgz
Congress placed before the house the following proposition re: rehabilitation o
Co-operative Credit Movement in Berar.

To consider the proposals of the Government of C. P. and Berar regugxni;gl
rehiabilitation of the Co-operative credit movement in Berar as containe
their Communique issued on the Gole Committee’s report.

The Registrar said:—The subject on the agenda is t.o' coz:xsider the proposal:i of
the Government of C.P. and Berar regarding the rehabilitation of the co-opex.'a v’e
movement in Berar as contained in their communique or} the.Gole Comxt!hntt:i}s‘
report. As the members are already aware, the communique issued fox(; tee o
September, 1939 on the Gole Committee’s report has now become‘ out of date. e
some reason or another, the scheme outlined in the commumque. did not
favour with the banks concerned with the result that Government did not proceed

with implementing it. In the meanwhile, war broke out and it was considered neces- -

sary to review the whole question after consulting the various interests'concemed.
Government also consulted Sir Malcolm Darling, a well—kr}own authority on Coc-i
operation, the Reserve Bank of India, the Government of. Indxa'and many .others amd
has now prepared another scheme which is contained in the.xr communique date

the 26th March, 1940 to deal with the Berar problem. Immediate action was. neces-
sary because of the fact that civil suits against 5 out of thfa .9 ba.nks which }fad
stopped payment of deposits had already been filed. As the cxfnl s'uxts were coming
for hearing by the end of March, it was necessary to pass legislation to stop them.
It was also considered desirable that the banks should be given some res.pite. to put
their houses in order. With that end in view, Government passed legislation for
amending the Co-operative Societies Act and issued the communique dated the
26th March, 1940. T take it that it has been read by the members present here.
The action taken by Government closely follows the communique which was issued
by the Congress Ministry with certain changes on account of the‘outbreak of war
and other considerations. The press reports on the scheme have been mostly

favourable and state that it is the best possible scheme under the circumstances

and this is also the opinion of the Berar Co-operators. At' the same tin.le, I must
say that some depositors have expressed that this scheme is not at all in the in-
terests of the depositors and that liquidation would be preferable from their point
of view. I, therefpre, proceed to point out the good featur.es of the scheme which
will enable you to judge for yourself whether the scheme is preferable to liquida-
tion or not.

(i) First of all, if the banks are liquidated, interest will stop at once, while
under the scheme interest will be paid at stipulated rate upto the date of suspen-
sion and afterwards at 8% or at stipulated rate whichever is lower, with Govern~
ment guarantee of interest on the conciliated debts. A period of three years will
he allowed to prepare a final scheme. Meetings of depositors will be called at
each bank in June to consult them on the tentative arrangement proposed by the
Registrar,

(i) - Another advantage is that Government has agreed to give one lac of
mmeshrmmeyemmmemwwnmwmh up the working deficit of the

C AT S
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Berar banks. This of course they will not get if the banks are put under liguidation.
Out of 9 banks, 5 banks are deficit banks and their total working deficit would
be about 1 lakh. They will eat away their assets if their budgets are not balanced.

So this is a great concession in order to conserve the assets in the interests of the
depositors.

(iii) Government has agreed to give one lac of rupees for fresh financing and
the Provincial Bank has agreed to advance three lacs of rupees to the Brear banks
fcfr financing new crop loan socicties if these societies are affiliated to the Provin-
cial Bank. These 3 lacs will go to finance new crop loan societies but I also think
that unless we finance the present working societies, we cannot stimulate recoveries.
A scheme for fresh financing of these societies will be evolved by the Provincial
Bank and Government. The Provincial Bank is thinking of starting its own branch
in Berar and this question will be discussed between Government and the Provincial
Bank. This advantage will be lost if banks are put under liquidation.

(iv) Again, Government bas promised in the communique that as th in
difficulty of the Berar banks is the management of lands, the area acquir :; ‘:1?1
about 70,000 acres, a senior Revenue officer will be lent with a viewqto ; 1 e;;i
banks in the management of lands in the best possible manner. Govemm: I1); has
also sanctioned four posts of Auditors with a view to have one Auditor fo;l ah
bank. Under liquidation, no extra staff will be given but on the other hande:;;
pay of the liquidator and his staff will be met out of the Banks’ funds. e

(v) Another great advantage of this scheme is that it is not a eut and dry
§cheme. It is a tentative scheme which is liable to be modified by the depositors
in any manner they like. The arrangement or compromise arrived at by 51 per
cen.t of the depositors in value will be binding on others. Also their right of liqui~
dation is not taken away. Supposing that after three years or even before (ihlt
another meeting is called and the depositors reject the arrangement, th N
ask for liquidation. Ordinarily liquidation of societies takes about 10 ye;rs Lot

dation of banks would not be a small matter, Liqui-

and will certainly take a consid

‘ . erable
tlm?. Governmer‘\t s:che‘me gives to the depositors all the advantages that will be
available under liquidation, as all the liquid assets together with the reserve funds

of societies, even of working societies w
pto the extent of t
tral bank, will be distributed pro rata to the de o Joan due to the cen-

; positors and in addition it g
other adV?ntages mentioned above and will rehabilitate the mov=ml uizn' e
whereas liquidation will kill it. 1, therefore, ration, Gopor

f hope that the F i
will endorse the Government scheme and give support to it Ife(::;t;;nyoclf ngreis
: wants

to ask any questions, I shall be prepared to reply to him,

M\_-. A,.K. Gha.tpande (Chhindwara):—I want to ascertain whether th
ment is going to give one lac of rupees as grant every year ) ® Govern-

Registrar :—Government will give upto one lakh of rup

. ee
period of 3 years, to start with, to meet the working deficits s each year for a

Mr. A. K. Ghatpande (Chhindwara):—Would i
. . A — the creditors b s .
off their claim which is in excess of the conciliated debts and i;:(;ls‘;lred to write

Registrar :

-—They may write down so that
B they may benefit by increase in land

Mr. K. P. Pande (Sihora):

—What would b i
render all his land? What a e done if 4 member refuses to sur-

bout the appointment of the Revenue Officer?
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Registrar:—The members will have o surrender all their lands which will be
returned to them on hire purchase system. As regards the Revenue Officer, he
will be a Senior E.A.C. who will look after management of the lands owned by
the banks, but the appointment will be made only if wanted by the Banks.

Governor:-—The Registrar has put the Government view before the House. I
now call upon the House te discuss this question.

Rao Bahadur R. M. Khare (Amraoti) :—You all know that for the last three
years, we are engrossed with this problem. We consulted eminent co-operators all
over India but we could not find a solution for this problem of paying off the
depositors. We wanted Government to give a loan of 13 lacs and our idea was to
pay 6 annas in a rupee to the depositors. From the latest Government Communique,
we understand that the Government is not willing to give any money to return the
deposits. As a last resort, we urged for a grant of 1% lac of rupees each year for
a period of 5 years to meet the deficit in the working of the Banks but even this
request of ours was not conceded. Government has, however, agreed to give one
lac of rupees every year for a period of three ‘years, which is quite insufficient and
inadequate for our purpose. It seems Government has not realized the difficulties
with which we are confronted in Berar. The Berar Banks possess nearly eighty
thousand acres of land on which we have to pay a very large amount as Land
Revenue. The lease money recovered falls short of the land revenue tfo be paid
and we are afraid we may have io lese some of our lands for default in the pay-
ment of Land Revenue. We wanted State aid in respect of the management of
lands and the recovery of lease money. Thus you will see that we wanted the
whole loaf whereas we got only a quarter of it; but in spite of the several defecis
¥ the scheme proposed by Government it is fo be preferred to whole sale liquida-
tion. In liquidation proceedings, all the members would be sold up as the liquida-
tor will be anxious to close the proceedings as early as possible. But under the
scheme of the Government, the members will get sufficient time (20 years) to enable
them to repay their debts. It is hoped that with the improvement in crops and prices,
there is every chance that the members will repay their debts in 10 years. There
is further advantage of the reduction of interest on deposits which will mean a
substantial relief. It is now for us to convince the depositors of these facts. 1
may further add that the scheme has not ignored the fact that among the deposi-
tors, there are widows and minors and institutions, I therefore request you to
accept the scheme. ‘

Mr. Bhargava (Seoni) :—I want to know if Government is contemplating any
such scheme for the C. P. Banks.

Mr. K. P. Pande (Sihora):—If the delegates from Berar accept the scheme, we
have nothing to say, but 1 personally do not approve of certain points of the Gov-
ernment scheme e.g. the appointment of a Senior E. A. C. for the management of
lands. Generally there is a prejudice against these revenue officers who may be
found to be apathetic towards the movement; I propose that we should increase the
staff of the Co-operative Department to do the work of leasing lands and recovering
of leage money and to do other things connected with the management of lands.

There should be a permanent agency for this work. It may be Government or Pro-

vincial Bank agency. . _
(2) The period of twenty years for repaying debts is no doubt good but in
cese prices Tige, and crops are better, the tendency of the people in our province
% .

e
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will be to pay only the fixed instalments and nothing more

may be able to pay off their debts in a mu
> ch shorter i
that the period may be reduced to 10 years. er pexiod,

(3) Economic conditions change after
. : every war. There is a war i
in Europe at present and we will have to take into account the 'b'll'n T ueh
a change after this war. possibiity of such

- é;)ozvseys:;:lm:: c;,hef Cfiovermnent to give one lac of rupees every year for a
ad of for 3 : s
peri o years. This will inspire confidence in the deposi-

though in fact they
1, therefore, propose

Gov:iegmtrar }i-—-I 1am just rising to reply to Rao Bahadur Khare and M. Pande.
Gove nx:yl;fln: fas c ealtly stt;:ted in the communique that it has got no legal or moral
: 1ty ior paying the depositors and that it i i iti
t in a position t 10
or 15 lacs. Government has to take i i o ' e ok the gene
e into consideration the i
tax payer. I do not think it would be proper for et 1 oo BT

any Go
15 lacs at the cost of the general tax-payer for hel; vorament to spend 10 or

! . ‘ . ping the depositors., Go t
is unable to give any direct financial assistance and it has done its bes:e::ngl:\x:e

mdlrect financial assistance with a view to enable the banks to stand on theij

legs. The Be'rar Co-operators have passed a resolution recently at Akolaeltliao:v 1’;
Government is not going to pay anything, it should declare a moratorium for tilin'ele
years and meet the working deficit which would enable them to stand on their
own l_egs. About increase in staff, we are going to appoint four more Auditors and
w'e might appoint another Assistant Regisirar also. Though 20 instalments can be
given, peoPle should pay in the present hoom period more than one or two in-
stalments in a year to safeguard against depression which is sure to follow, When

there %s a fall in prices, they will find it difficult to pay the instalments. Twent

years is the maximum period which is considered suficient. It deposito: : etxlll);
‘rhg period should be shortened it will be reduced accordingly. It wilzl de res gay ¥
w1.ll of the depositors. It is no pleasure to us to cause loss to the depoI;i‘:cl; e
point more and I shall have done. The working deficit is bound to ll‘:. one
gressively low when the lands are sold. The working deficit will be Ie : :ft-
the next three years when the lands are sold. Qur view is to disposessof th:

Bank lands in cash and if we cannot do that we shall give them on hire purch;
system, =

This session of the Central Provinces and Berar Co-operative Federation
has examined the proposals of the Provincial Government regarding the re-
habilitation of the Co-operative Credit Movement in Berar as contained in
their communique dated the 26th March 1940.  After hearing the speeches
of the Registrar, Roo Bohadur R. M. Khare and Mr, K. P, Pande, the Fede-~
ration is convinced and unenimously resolves that the scheme outlined in the
communique is calculated to rehabilitate the co-cperative movement in Berar
to some extent and is preferable to liquidation. The Federation therefore
earnestly recommends it to the acceptance of depositors.

Present Position of Central Banks in C. P.

Mr. Kashi Prasad Pande opened discussion on the followin -
ro iven -
notice of by the Hoshangabad Central Bank:— & Proposition given

The Federation requests the Provincial Government to take early steps to
look into the state of affairs of the Co-operative Banks in C, P, with a vi:w to
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grant such timely help, financial and otherwise, which will, if given in time, save
not only the movement but the Banks.

Mr. Pande—This subject bears resemblance to that of the Berar Banks which
the House has just discussed. We all know that the failure of one bank will mean
the failure of all the remaining hanks. The question of the repercussions of the
failure of Berar Banks was discussed by me with the Registrar some time ago. It
is true that the Banks in Chhattisgarh have not been in any way affected but as re-
gards other banks in C. P. my prediction has come true as most of the banks are
finding it difficult to manage their affairs and out of them four banks viz. Hoshanga-~
bad, Murwara, Jubbulpore and Piparia banks are unable to meet the calls of the
depositors and are on the verge of bankruptcy.

The signs of imminent danger are evident everywhere. It would be advisable
if Government take timely action so as to avoid a stalemate by appointing a com-
mittee to examine the position of the C. P. Banks. In Berar the number of deposi-
tors is small but it is different in the case of C.P. Banks. Again, this is not a question
of saving of handful of depositors; the vital question of rural finance is involved in
it. The problem should be tackled as early as possible; the disease should be loca-
lised and should not be allowed to spread to other banks. It is hoped that with a
little help and with good recoveries expected this year, C. P. Banks would be able to
set their houses in order. If Government is not ready to give financial aid, I request
the Provincial Bank to come to our rescue. My friend Mr. Kochar desires a mora-
torium but in case we get some help either from the Provincial Bank or from the
Government, I am of opinion that no moratorium will be needed. The good moral
effect produced by the Berar scheme will be helpful to us in solving our problems.

Registrar.—I would request Mr. Pande to put up a definite scheme for the C .P.
Banks.

Mr. Pande.—The Berar scheme may be applied to the C. P. Banks with suitable
modifications.

Mr. Choudha (Saugor)—I entirely agree with what Mr. Pande has said. He
referred only to four Banks which stand in urgent need of help but we should take
up the question of the banks in the Central Provinces as a whole. The failure of
Berar Banks is due to the slump in cotton prices and land values and the same is the
case in the Northern districts where the fall in wheat prices and land values has
greatly affected the working of the banks. I want to emphasize that it was due to
the Berar crisis that the rot has set in the movement in Central Provinces and
now the danger is on our door-steps. We have to consider what would be the re-
percussions of the failure of the four banks in Central Provinces. I request both
the Government and Provincial Bank to give us immediately all help necessary in
this hour of crisis.

Mr. Bhargava (Seoni).—This is a very serious problem which must be fully con~
sidered. We must find out the real causes of the failure of the movement both in
Berar and in C. P. We should carefully examine the Berar scheme. We should not
try to have any haphazard scheme in a hurry to solve our difficulties but I agree
with Mr. Pande that all help should be rendered to the C. P. banks without delay.

Mr. P. S. Tiwari (Piparia).— expected the co-operators assembled here would
put forward some concrete proposals for the improvement of the movement, but
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I am sorry to say that I was dis#ppointed. As regards the Berar Banks, only Mr.
Khare spcke and he seemed to be satisfied with the Berar scheme. Since the Gov-
ernment has already decided the matter, it is useless to express any opinion about

it. But what I want to know is whether the
e Ber: i i
members of societies in Berar. " Seheme is going to save the

o The vaernor.—'The house has already expressed its opinion regarding the Berar
cheme. I would, therefore, request you not to open this question again

th . ~Thank you, Sir, I support the view

prcian :;:ieptx;n;l til%t a tnﬁoraBtorium Is required in C. P. Government has accepted the
€ of helping the Berar Banks and 1 rnm

similar help to the C. P. banks also, o s Gove o onould extend

Mr. Pande is, I understand, i
i ' X , MOV -
tion regarding the C. P. Banks and I reserve my observations till thelrr:g R vesols

expressed by Mr. Pande with

_ present impasge. 1
g inherently wrong with ¢ :
The difficulties in C. P. ar AR

am personally of opinion that there is somethin
rative movement in this province.
fact that C. P, banks have hardly any assets (e.g. lands) as co;;igr; V;ated by the
banks. At least we must examine this question exhaustively ang eh o the Berar
tent ourselves by merely having a make-shift arrangement for the fs 1 Dot con-
Befo're expressing our opinion on the Berar scheme, T think w, ogr <, b Banls.
- consider all the aspects of this problem and if other remed; S Should seriously

habilitate the movement, we must adopt them. ° 87e necessary to re-

Mr. Kelkar (Akola).—My friend from Bhandar:
a h
As for myself, I do not find anything in the Governme S aakle o stions.

C. P. Payment of debts, mana in the four banks in
. : ) gement of lan

whx?l} figure prominently in the Government f:SCheand tuch_ofher things

habilitation of the movement me, do not meah re-

' but it is 1 uidati i
the depositors once suffer loss they woultg1 (Ii):twter;n ;;!;o’rherf form. 1t
Ty of making

deposits in Co-operative Banks again and th .
;fe :::d;;m ]?r:'ant;rlxg one lac of.r.upt?es to makeeu;m:}‘;zn:iiﬁmciy;g tl}";‘:g‘iiSh'for want
gl propers tx;ﬂ 2 s;) not 11:eha'm¥1tatlon but a device to tide over the“ 0: ting of the
ol ; ttatch le this problem was when one bank shog,:gen'_‘ crisis.
mosemens it B, u e’ opportune moment wag lost. If you wish Sgns ?f
€ people’s money, you must revive and maintain the c(:ﬁgm ﬂu:
ence of

the depositors. It is for th
der R e Government to ado t
a civilized Government in 1949 can disclaim al} ;o:albzlrd?: e 1 eer bow

co-operative movement whose ob; gal responsibily for the
ryot. object and concern is the economic welfatrye of the

ent has not even reache
Question of saving the Iy
responsible for slow pro

d 4 per cent of the popu-
ots does not arise. But I

would hold the Government gr £
| ess of the movement,

1
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I am of opinion that the Berar scheme or any imitation of it would not save the
movement in C. P. for which a bolder policy is required on the part of the Govern-
ment. I would request the house to consider seriously whether the Government
scheme aims at rehabilitation of the movement in Berar. I again repeat that a few
lacs of rupees would not help to restore credit.

Mr. Lake~The question before us is a very difficult and complicated one. Be-
fore approaching the Government for financial help, we should eritically examine
our position, find out the defects and try to remedy them. After doing all that we
ourselves can do in the matter, we should apply for the assistance of the Govern-
ment. Our aim in the past was to strengthen the position of Banks. We neglected
the societies and their members; we must now inquire into the condition of the
societies and members and try to find out how much can be recovered from them.
In brief, we must take up earnestly the reorganisation of societies, and let rehabili-"
tation take care of itself. Tn Berar the banks possess thousands of acres of land
which can be converted into cash but we have no such assets in C. P. It is very
necessary for each bank to prepare its own scheme of debts and such other things

and we should then approach the Government to make up the deficit, if there be
any.

Mr. Bhargava (Jubbulpore).—I support Mr. Pande’s resolution. I think it is
Government which is to some extent responsible for the present unfortunate posi-
tion. The debt conciliation boards have worked to the great detriment of the move=
ment. They have given 20 instalments and stopped interest on substantial amounts.
The Government ought to have considered the effect of these things on the co-
operative Banks; it should have excluded the co-operative debts from the opera-
tion of the Boards. The Provincial Bank also did not give help readily to the Jub-
bulpore Central Bank. It was only after we had mortgaged the Bank build-
ing that we got help from it. In my opinion, Government should take all these
points into consideration and frame suitable scheme for the C. P. Banks.

Sir Madhao Rao Deshpande. —Messrs Pande and Bhargava complain that the
Provincial Bank does not give help but I may remind them that the Provincial Bank
has also to meet the calls of its own depositors. It has paid off about 10 lacs of
rupees recently. If Provincial Bank were to give credit in a facile manner, it would
find itself in very difficult position.

It is argued that the Banks would not get fresh deposits due to the present crisis
but in that case the movement would be run with the help of the Apex Bank which
will in its turn be helped by the Government.

I do not think that the movement will fail even if the Central Banks are not
there. It is no use blaming the rural societies. What about the Housing Societies
in urban areas? Why should there be overdues, awards and liquidation in such
Societies? After every thing is said and done, we have to admit that the failure is
due to mismanagement of those who were in charge of the Banks. In Bilaspur,
Brahmapuri and other banks, deposits are pouring in even to-day. Instead of
aproaching the Provincial Bank I would request you to ask for Government help.

Registrar.—The Northern Institute’s Conference held in April, 1939 passed a re-
solution for the appointment of a committee to go into the question of the C. P.
Banks. This recommendation was not accepted by Government because they
that in view of war and improvement in the economic conditions the banks might
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be able to rehabilitate themselves. Mr. Pande has proposed that a committee may
be appointed to go into the question. My experience of the committees is not very
hopeful. T do not think that it is very desirable to have a committee to go into the
guestion of C. P. Banks. The C. P. problem is more or less the same as that which
is facing the Berar Banks. Let us now come to the C. P. Banks. As you are
aware there are 23 central banks in the Central Provinces out of which four have
suspended payment viz. Hoshangabad, Piparia, Jubbulpore and Murwara and as
far as I can see a few more may follow suit in the near future. The causes which
have led to this condition are firstly bad crops and low prices of agricultural pro-
duce for a successive number of years, secondly inefficient management in some
of the banks and thirdly the Berar crisis. Some one has said that Government
is responsible for the present condition of the movement because of the operation of
the Debt Conciliation Boards. Well, I would not be able to go so far with him. Debt
Conciliation Boards may have spread the assets of the banks over 15 or 20 years, but
it must be realised that most of the bad and doubtful debts have been made good
by the Boards and this is a distinct advantage from the operation of the Debt Con-
ciliation Boards. I must say that the question of the C. P. Banks is a little more
difficult than the Berar question though the amount involved in C. P. Banksg is
small. In Berar the banks have some assets in the shape of lands while in the C. P.
Banks there are no such assets. I consulted some of the prominent co-operators
and they think that the business of these banks should be transferred to the local
land morgage banks e.g. Jubbulpore central bank’s business to the Sthora land mort-
gage bank and so on and give debentures to the depositors issued by the Provincial
Bank, interest on which is guaranteed by Government. It is not a good scheme as it
will mean liquidation of banks but our aim is to save the banks as far as possible.
Secondly, the indebted members will not be willing to mortgage their lands and
thirdly many of the members may not have sufficient security to qualify for a loan
from the land mortgage banks. So I do not think that this is a very happy sugges-
tion. Another obvious remedy is to amend the Tenancy Act but as this Act has
been very recently amended, I do not think it is possible to amend the Act again
so soon. The only solution of the problem is the one which Government has en-
unciated for the Berar Banks. As the Debt Conciliation Boards have spread their
assets over 20 years and as under the present scheme the depositors can b id
within 20 years, there is no objection to apply the scheme to the C. P banke pla!
Government has decided not to give direct financial help to the co—c;pex.-atiVe Sb-;ﬂs(o.
Mr. Kelkar says that it is the duty of a civilised Government to give hel hs'
been done in other provinces, but I say that other provinces may have I::tz‘lsuf’ﬁas
cient revenues to do so and there may be other reasons also for do'mggs So :
Government feels that if we begin to give money for repayment of deposit: ' th o
would be no end to it. I do not want to go into unpleasant things th;; haere
happened in the movement in the past. The Gole Committee has give § vel
causes for the present condition of the movement in its r " sever.a
Rt : eport. Government in
my opinion is not responsible for the present state of affairs. W

0 ! s. We know that the
co-operative movement is the only credit agency suitable for rural India I think
that if the scheme is accepted the confidence of the depositors will be r. t t
least after a few years. The germs of rehabilitation are there Gove estored a
ive one lac of r inci il gi J roment will
g upees and the Provincial Bank will give 3 lacs of rupees. We will

discuss the scheme with the deposiiors and find out other names to rehabilitate the
move.men’c. l?urmg t%le past three or four years, financing was negligible. There is
no difficulty in applying the scheme but the diffi . N

Sre culty arises in th -
teeing interest. In Berar the banks have assets while in C. pe i;seel.QObe;a;an
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assets, I am very doubtful if interest will be guaranteed. These banks can pre-
pere a scheme and submit it to Government. Government is pref)ared to help the
C. P. banks as it has helped the Berar banks. I have just said we are making
arrangements for future financing which shows that we are going to take action
to rehabilitate the movement. I wish we had some more workers in the province
like Mr. Lakhe and Rai Sahib Bisen in which case the crisis would have been
averted. I do not mean thereby to decry the good work done by other workers. -
The situztion was bad in Raipur district but Mr. Lakhe visited the members and
by conciliation brought the amount within their paying capacity and to-day the
Raipur Bank is one of the best in the Province. The societies are the foundation
of the co-operative movement and not the central banks. If re-organisation of
societies had been done energetically, matters would not have come to this stage.
We are there always at your beck and call to help you. We cannot do wonders
but whatever is possible under the circumstances Government is prepared to do.
The banks should avail of the good times due to war and try to push up recoveries
as far as possible.

Mr. Pande—It seems tome that the Government is not prepared to give help.
We have just listened to Mr. Lakhe and Mr. Kelkar who hold diametrically oppo-
slte views. I am a moderate and ail that I want is a little help to get over the
present difficullies. We want breathing time. We must first of all try to save the
banks and then think of the welfare of the members of societies. The Registrar
wants us to concentrate our efforts on recoveries but if they fall short of our re-
guirements some help should be given either by the Provincial Bank or by Govern-
ment. We are in the movement for the last 15 years and would not like to see our
work in building up banks destroyed in this way. In Sihora, one-third of the
debt was conciliated by the Bank, one-third by Debt Conciliation Board and one-
third remains to be conciliated. The policy of the Government with regard to
Debt Conciliation Boards is not clear. In my bank, interest on 2 lacs of rupees
has been stopped by the Debt Conciliation Board. The problem becomes still more
actute when amounts are written off by the Boards. In those banks where debts
have been conciliated with the consent of the Registrar, no remedy was suggested
by the department for solving their difficulties; whence are we to pay the depositors
as the conciliated debts will be recovered in instalments extending over a large
number of years? We did not get any guidance from the Department. Government
has created these difficulties for us and it is Government’s responsibility to remove
them. It shguld formulate a scheme for doing so. Rehabilitation is a very vague
term. Mr. Lake told us that they had reorganized the Chhattisgarh hbanks
but I submit that when they did this work, there was no depression and times were
not sbnormal as they are to-day; it is easy to say that bad debts should be written
off but wherefrom are they to be written off 7 Reorganization is good but it is
very difficult in the present circumstances without some help from Government.

We have not been facing the situation boldly as we should have done. In the
past if any bank wanted its balance sheet to show loss because the bank was in
fact working at a loss, the Government advised in good faith not to create a scare
in that way. Again, the honorary workers are blamed for not being able to devote
sufficient time to the movement, but the Registrar who is the friend, philosopher
and guide also cannot devote all his time to this department because of his multi-
farious duties. Let us not thus find fault with each other. All of us should con-
centrate our energies in overcoming ihe difficulties before us. We want help for
a period of six months. We ask Government to give us help but Government wants
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the Provincial bank to give help. I think we should request the Registrar to give
us help from whatever source possible. The responsibility of the officials and non-
officials for the movement is joint and several. Registrars change too often and
that adds to our difficulties. I think a Registrar should not be.changed at least
for a period of § years.

Registrar—You want temporary accommodation for six months. You will get

it provided you are able to tide over the erisis. I shall be able to give that amount
from the reserve fund which will have to be recouped within one or two years. 1

am not sure whether you will be able to tide over the crisis. In case you fail to

tide over the crisis the result will be that the reserve fund will disappear and still

you will not be able to pay the depositors. You must guarantee that you will tide
over the crisis if Government gives help. :

Governor.—We have been discussing this subject for a sufficiently long time but
I am sorry to find that no body has come forward with concrete proposals. I have
drafted a resolution on the subject which I place before you for your approval.

Mr. Lakhe suggested at this stage that Central Banks should send some con-
crete proposals for help.

Mr. Bhargava (Sconi).—Banks may individually send their proposals, But this
house has a right to express its opinion on the subject.

The Governor then pﬁt the following resolution which was passed unanimously
by the House after some informal discussion:—

The Federation motes with regret that four central banks in the Central Pro-
vinces have suspended payment of deposits. The Federation advises these banks
to prepare a scheme immediately to meet the crisis and take advantage of recent
amendments to the Co-operative Act for this purpose. It further urges on the Gov-
ernment to give immediate financial assistance to these banks.

——

THE SOUTH INDIA CO-OPERATIVE INSURANCE SOCIETY LTD., MADRAS
ANNUAL GENERAL MEETING, 28TH JULY 1940,

Speech by the Hon’ble V. Ramadas Pantulu, President.

I have the pleasure to place before you the eighth annual adminis?ration report
of your Directors on the working of the Society for the period of six months
commencing from 1st July and ending with 31st December 1939, along with the
revenue account, audit certificate and other statements prescribed by the Co-
operative Societies Act as well as the returns due to the Government of India in
accordance with the provisions of the Indian Insurance Act, 1938. You will notice
from this report and the documents appended that in the half year under report,
the Society maintained the pace of progress which it was able to show in the
previous years. The half year under report has witnessed the completion of a

crore of paid up business by the Society in a period of less than eight vears from
the commencement of its business.

The life of the previous Board of Management terminated towards the end of
the half year under report and fresh elections were held. As the representation t0
the policyholders was raised from 3 to 4 before the fresh elections were held in

.
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November, Dr. Thomas, University Professor of Economics, was elected for the
fourth place. Much as Dr. Thomas was anxious to serve on the Board and much
as the Society wished to have his valuable services, it is a matter for regret that
the University authorities have not permitted him to serve on the Board. So,
after some time he had to vacate his seat. In his place, Mr. Krishnaswamy
Vandayar, an influential policyholder and mirazidar of Tanjore was co-opted,
Specially with the view of giving representation to the Central districts of the Tamil

Nadu, as we already have on the Board representatives from the West Coast and
the southern districts.

In' my address to you at the last annual general meeting, I dealt in some detail
with the changes that were made in the constitution of the Society, notably the
elimination of all shareholding. I also dealt with the revision of the terms and
conditions of policies and the modifications made in the prospectus so as not only
to bring our activities into confirmity with the provisions of the New Insurance
Act but also to place the position of the policyholders on a sound and secure basis,

. and to ensure for them more efficient service by the Society. Your Directors were

able to carry out these measures without touching the pockets of the policyholders
to any larger extent than before.

On this occasion, I wish to deal with the new situation that has been created
by the war and its effects on our rural and urban economy. It is now the experi-
ence of almost all insurance companies in India that the sections of public from
whom we have been so long drawing our clieniele have become uncomfortably
nervous about investing their savings in purchasing new insurance policies to any-
thing like the extent that they were hitherto accustomed to do. I do not see why
there should be such nervousness among the insuring public. Insurance come
Panies must spare no pains to impress upon their past and future clientele the fact
that the best way of stabilising the existing insurance concerns is to secure a steady
and continuous inflow of fresh business. If those who have insured with us already
wish to adequately safeguard their interests and those who wish to come in newly
desire to see that their interests will be as fully secured as those who insured with
us in the past, they must both help us to secure more and more new business in
their own interests. This is the surest way of strengthening the foundations of
their own concerns. It is bardly necessary to elaborate this position or to adduce
reasons in support of it. If we are to maintain our indoor and field staffs to effici-
ently administer our affairs and effectively organise our business, to prevent the
rise in our qpst ratio and to maintain our gross earnings and our net surpluses at
the present level, we must be assured of adequate annual premium income from
fresh business. I have heard it said that some people are nervous about patronig-
ing the insurance companies for the reason that most of the insurance companies
are requir€d by law to invest, and as a matter of fact invest, the bulk of their
assets in stock, whose worth will depend upon the maintenance of the present
structure of the State and the Society in our country unimpaired. I feel that any
nervousness on this account is wholly unjustified. I do not think there are any people
in this couhtry who seriously doubt the ultimate success of Britain in this war or
of the capacity of the British fiscal and economic system to maintain the value of
the rupee or sterling gilt-edged securities, or to redeem them at par on their
maturity. The strength of the assels represented by these securities lies in the
confidence which the public themselves place in them. Their maijn - source of
weakness arisés from want of confidence on the part of the public. Therefore such
panic or nervousness is obviously detrimental to the interests of the policyholders

R §
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themselves. 'The attitude of some of the existing policyholders who apply for paid
up values or surrender their policies for cash, not on account of real inability to
pay the premium but on account of war nerves is even more regrettable. They
stand to lose the benefit which they accumulated by their hard earned savings, for
no valid cause. I hope they will cease to persist in such a suicidal course of
action. I therefore hope that the policyholders of every insurance company will

carry on as much propaganda as they possibly can in order to infuse fresh faith
and increased confidence in their respective institutions.

But the war economy and the siringent provisions ol the New Insurance Act

have taught us some lessons which we must iry to profit by and reform the whole
of our business practice and methods.

by tavish expenditure on the agency e
offers to would-be policy-holders

The days of securing competitive business
mployed to tap new business and by tempting
: v of declarations of large bonuses are
in my opinion, now gone. If the old business methods are persisted iPs
I am sure, many insurance companies will come to grief sooner or later-

They simply cannot afford to compete with each other on the present uneconomi® *

and unbusinesslike lines by spending disproportionailely large amounts on the
procuration of new business, without undermining the stability of the institution$
concerned to the inevitable detriment of ihe policynolders. Again, the problem of
honuses versus reserves is one which is bound to become very acute under the
impact of war conditions. It is therefore for the policyholders to avail themselves
of occasions like these when they are brought together, to suggest and carry out
4 more active policy of Reserves at the expense of reversionary and other classes
of bonuses. We must also realise that our assets represented by our investments
of our life funds are required by law and are in practice largely invested in what
are called approved securities. Though the ultimate safety of these securities
cannot be doubted, as I have already said, their liability to heavy depreciation from
market fluctuations is a factor which we have to provide against. So, we must
make a conscious effort to reduce our scale of expenditure both on administration
and on procuring of new business to meet the new situation created by war econo-
my. Proposals for retrenchment, in such directions as are possible, are now en-
gaging the attention of your Board.

In this connection, I would like to suggest the desirability of the Insurance
companies approaching the Government of India and to urge on them, if not the
need for re-examining the question of the proportions of the assets to be invested
in gilt-edged and other approved securities, at least the necessity t8 make some
concessions in regard to providing for depreciation in their value during the period
of the War. In the case of well-managed concerns which have built up adequate
life funds, the need to actually sell these securities in order to meet their liabili-
ties will rarely arise. They are virtuaily long-lying funds and during long periods
of market fluctuations, their appreciation will balance their depreciation. So, I feel
the stability of the concerns or the interests of the policyholders will in r;o way
suffer by making some temporary concessions during the period of war.

In so far as our Society is concerned, you will find from the balance sheet that
we had to provide for a sum of Rs. 18,586-11-0 for depreciation in the market value

of our holdings in Government securities. In the last two years, that is, in the two

years preceding the period under report, we carried to what is called an ‘Invest-
ment Fluctuation Fund’ some sums, which should really go to the Life Fund. But
this year, the Registrar, has rightly pointed out, while t

: var, by issuing the audit certificates
that there is no provision in the bye-laws for such adjustment, He has also jnform-
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ed us that the method of creating a reserve to cover the depreciation on investments
was under his consideration. We have also a provision in our bylaws for creating
such a fund but allocations to it can only be made from the surpluses disclosed at
the periodical actuarial valuations. But as the valuation of assets and preparation
of certificate provided for by the Insurance Act is an annual obligation, some suita-
ble provision must be made for the intervaluation period, apart from the question
of building up growing reserves for the purpose.

In this connection, it may be useful to point out how this technical difficulty
has arisen. Normally all surplus of annual revenue over annual expenditure, after
making a reasonable provision for working fund is carried to life fund. So far
as T know no insurance company in India, commercial, mutual or co-operative, has
rigidly provided by its constitution for carrying specific percenhge of ?ts first year
premium income to life fund, though in practice many good companies work on
rules of business or conventions in this behalf. Very few companies have such
rigid constitutional provision even in regard to renewal premiums. So, the elasti-
city of the constitution helps them by not involving them in a technical difficulty
when the xule or convention has to be overlooked under special circumstances.
But our constitution is inelastic in this matter. Under the bylaws of our Society,
10 per cent of the first and first year premiums and 75 per cent of the re.newal
premiums have to be carried to the life fund. This is a salutary rule and, in my
opinion, should not be changed. It is my earnest desire that we should increase
the proportion of renewal premium income to be carried to life fund from 75. per
cent to at least 80 per cent, if not 85 per cent. In that way alone we can effectively
protect and preserve the interests of our policyholders. While. we n'_laintain our
bye-law as it is, we must provide for another statutory obligation which rests on

-us, and which is now imperative under the new Insurance Act. Regulation No. 7

in Part T of the 1st Schedule to the Insurance Act lays down that the persons who
are required to sign the balance sheet must sign and append a certificate that the
assets set forth in the balance sheet are shown in the aggregate at amounts not
exceeding their realisable or market value under the several headings. So, our
assets cannot be put at a higher figure than their realisable or market value. If
there is any fall in their realisable or market value it has got to be provided f?r.
If you do not provide for it, your life fund whether you debit to it the deprecia-
tion or not will automatically stand reduced by that amount, for the assets'as re-
presented by the investments in life fund cannot l')e worth ‘more than the'markfet
value. Tt is obvious that we cannot provide for it as an item of expenditure in
the budget. *The assets have to be valued as on the last day of the year of acc(.)ur}t,
There may or may not be .depreciation—nay there may be apprematxor}. .It is in
order to harmonise both these legal obligations, one under our constitution an'd
another under the Insurance Act that an appropriate amendment to the bylaws is
framed and ecirculated to you, and will shortly l.)e placed before you for acceptance.
This is a patent defect in the bye-laws due obV}ous.Iy to an oversxgh't on the part of
those who originally framed the bye-laws. Tt is high time we rectify the defect.

i ord about our present organisation and its future. At present
our Ib\risz}:est: cs:;'a:i::\tion is mainly confined to the province ‘of Madr.as. In Ta.mil
Nadu and West Coast districts there are two Inspectors and six organisers working.
In the Andhra Districts there are one Inspector and two organisers. We have a
chief agent for two districts working on commi.ssion basis. Qutside Ma'dras, we
have recently appointed an organiser in an Indxan.State; we have a chief agent
working at Delhi and the Punjab on commis.sion basis, and we have twt:b ox:gam;ehrs
in the United Provinces. All the 11 Organisers work on a guarantee basis. e
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:Est bof our field staff consists of agents who are remunerated by commission on
e usTness securt?d ‘?y them according to prescribed scales. The lines on which
our businress orgafnsatxon should be extended in future call for careful examination
and the rr}attex‘ will soon engage the attention of your Board. If 1 may throw out
a sugg(.estlon for your consideration as well as that of the éoard it seems to me
th;,:t without 1951ng the valuable services of our present inspecto!"é and organisers
who 'fxrefall tried men, zeal.ous in their devotion to the interest of the Society, we
;r::;\: in Liﬂ;re try to orga?lse new areas by merely employing agents who wi1'l be
unerated on a more liberal scale, of course within th imi id
down by the Indian Insurance Act, wi , tvorting any portio o mos e
, without diverting any portion of s
. ce uch remunera-
1(&)1forihto é)a;rmerfc of over-riding commission for organisers or other paid members
aSkedet (;cxel:y :ft field staff. The existing inspectors and paid organisers may be
asked é)oc?ot % some of those areas and help the agents to spcure new business
iety. 18 1s only a general observation, for th
t , e actual details of organi-
ﬁtli;: rr;ust dipeélltfiﬁ ué)lon the area to be tapped and various other local c(:)ngit%ons
e present difficult conditions, it is perhaps not i .
_ itions, practicable to
ar;fas},‘ for: such .exploratlon will invariably involve an amount of initiale:ploered':‘:r:
\b;v 1_0 will obv:louslyhnot be commensurate with the income derived 'fltpmna::tual
usiness secured in the beginning. Such experi

. re : . periment should be post d ch

time as conditions improve, exce tanities.

R pt of course where exceptional opportuniti
. or
reasonable chances of securing business present themselves to us. pporiunities

o With b1:he Eg‘rowth of our membership hew and difficult ‘problems are arising
r m;m ership has: now rf-eached a figure of over 12,000 and with the passing of each
year, the number will be rising by three to four thousand even on the present pace

of progress. In a co-operative institution, there must be facilities and opportunj--

ties for as many members as possible to ici i i i !

affect their interest vitally. Onl:a such mattiirti‘smg-:eelx:ctit:‘: ;eltl::r:t:;:sh:{:ic}l
directors to the Board of Management. As matters now stand, the peopley agse: o
bled in the City of Madras decide the composition of the Board, of Management ;n-
the large number of policyholders. This, to my mind, seems to be unsatisfact .
What step we should exactly take to rectify this defect, it is not possible forsr: o
to formulate. A meeting of the policyholders of the Andhra Desa recentl hel:lmv:
Bezwada suggested to the Government the necessity of providing for els;ct'e af
policy-holder-directors by postal voting. Another remedy that will suiggest itlsm;f ;)
the grouping of the electoral area into regions and allacating one seat for each ~gion
and holding the meeting for the election of the polieyholder-directors in P
place in the region. Still another expedient that obtains in the commereial an?l CEntl‘ﬂi
concerns is voting by proxy. Such of the polieyholders as may not b “};utua
attend the meeting can exercise their votes through a proxy a yoint d : e
It is no doubt true that in co-operative institutions the system p;} !:x 31' them.
prevail. But in institutions with large individual membership sgeciaxlrl . n[‘:t
case of a co-operative insurance concern, whose membership éonsists ¥ ml.t ©
holders and'where an ever-growing number of policyholders come intoo bolicy-
fome excepg?éx can be ?laimed by the policyholders in their interests. Oémss:,i?::;
:,’{,t’;;s v.vay ers in ‘thxs respect from a mutyal company where the Proxy system

There are other matters besides the election of poli ;

- - . policyholder- ; ;
decisions .of which also policyholders should have an eﬁeccii\ye :’(;i;l;“j:tor? in the
a change in the constitution of the Society itself. When the member. ;)rﬂ‘mstax;%e,
insured themselves with this Society they had done so on the s of the public

of the constitution as disclosed by the bye-laws. They must ::f;ies %ie?um
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about the representative character, co-operative nature and other features of the
composition of the Board. Any attempt to radically change the constitution by
a few people assembled in the principal office of the Society without an opportunity -
to the numerous poli¢yholders to safeguard their interests by enSuring that no
changes in the constitution would be made which will impair its soundness and
workabhility is dtterly opposed to all notions of co-operation. I feel that in the
matter of .change of constitution, there must be some means whereby the views of
the members who have put their trust and faith in the society on the basis of an
existing constitution should be devised. - One way of doing it is by taking a
plebecite by postal voting in*regard to any vital changes in the constitution. I
hope that the policyholders of this Society will give their thought to these and
allied aspects of the matter and formulate their views in due course, so that we
may take them ug with the authorities concerned. '

Before I conclude I desire to express our grateful thanks to the Registrar.
Mr. S. A. Venkataraman, 1.C.S., the Joint Registrar, Mr. M. Giriappa; the
Deputy Registrars and other departmental staff for the encouragement and assis-
tance they have given to the Society and the interest they have evinced in its work-
ing and progress. I also desire to express our sincere thanks to the various co-
operative institutions in the Province for their support-and patronage.

——

THE BOMBAY CO-OPERATiVE INSURANCE SOCIETY, LTD.
TENTH ANNUAL GENERAL MEETING, 6TH APRIL 1940.

Speech by Diwan Bahadur Gandhi, B.A., LL.B., President.

* 1t is once more my pleasant duty to welcome you on the occasion of our Annual
General Meeting. The Report of the Board of Directors and the Audited Accounts
of the Society for the period ended 3lst December, 1939 have been in your hands
for sometime and I propose, with your permission, to follow our usual custom and
take them us read. Before proposing their adoption 1 would like briefly to review
the operations and results. '

It will be seen that the Report and Accounts refer to a period of six months
only and the Society has for®the first time closed its financial year on the 3lst
December instead of on the 30th June as formerly. The change has heen necessi-
tated by the Insurance Act, 1938 which requires all Insurance Companies to prepare
their Accounts and Balance Sheet for the calendar year. :

I need hardly say that the comparisons of the working and results of a six
months’ period with those of a full year of twelve months would be misleading.
As will bé seen from the following comparative statement the steady progress of
the Society has been satisfactorily maintained, New Business worth Rs. 13,07,500
was written during the period of six months and if we take into consideration
the business written during the preceding full year of 12 months from 1st January
to 31st December, 1939, the new business written would amount to Rs. 32,20,100.
The membership has increased to 7915. The aggregate income of the Society
amounted to Rs. 2,29801-11-11 and after providing for claims, business procurd-
tjon costs, management expenses and provision for depreciation in our invest=
ments in gilt-edged securities, has enabled the Society to add Rs. 81,730-3-0, to
the Life Fund which now stands at Rs. 6,08,463-6-0.
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STATEMENT OF BUSINESS

Pariod,

New Business

Life

Average Promium
Members.  Completed. Polioy. Income. Fund.
No. Rs. Rs. Ra. Rs.

1930-31 )

(7 months) 117 42.500 863 1,647 1,297
1931-32 275 2,07,200 753 11,154 5,399
1932-33 366 3,20,600 876 24,616 14,638
1933-84 811 6,09,650 751 54,182 27,871
1934-35 -

(15 months) 1402 10,27,500 782 1,05,184 71,623
1935-35 1881 13.19,050 720 1,67,743 1,31,683
1936-37 1175 9,81,500 835 1,95,149 2,468,327
1937-38 1757 20,20,350 1149 2,68,721 866,432
1938-39 2261 27,53,000 1217 3,59,563 5,26,733

1939
(6 montha) 1144 18,07,500 1143 2,09,408 6,08,463

The Lapse Ratio has a very important bearing on the_ working and growth
of a Life Office. A portion of the business transacted by every Life Insurance
Office lapses every year due to non-payment of premium. Though this tendency
is more marked in the case of younger Offices T am glad to be able to inform you

that our Society continues to experience a very favourable ratio, it being only
about 5% during the period under review.

On expiry of the option available to our Society under Section 95 of the
Insuarance Act, 1938 which came into force on 1st July last, our Society shall have
to comply with its various requirements from 1st July 1940. Under Section 42 Q)
of the Act licensing of Insurance Agents has been rvestricted to “individuals” only
and the various Co-operative Societies who acted so faor as our Agents will be
disabled from obtaining the licenses and to contribute to the business of the Society
as they have hitherto done. Representations were made to the proper authorities
both by the Directors of your Society as well as by the Registrar, Co-operative
Societies and Director of Rural Development, Bombay Province, to enable co-
operative societies to obtain licenses under the Act. I regret to inform you, how-
ever, that they have so far not met with any success. The Insurance Act which had
the unique distinction of being amended before it came into force has been recently
amended with a view to remove certain flaws and administrative difficulties which
have heen brought to light in the first six months during which the Act has been
in operation. A bill further to amend the Act in several matters of importance is
likely to be introduced during the September Session of the Central Assembly
when the opportunity will he availed of to see if we can get back the Co-operative
Societies to work for us. These Societies had proved to be the ideal agencies for
propagating the idea of Life Assurance amongst and making available to their
members' the benefits of Life Assurance by co-ordinating credit and insurance
activities. The exit of these useful bodies, over 200 in number, from our active
organisation has greatly to be regretted. Our Society will, however, continue to
cater to the insurance requirements of members of the’ co-operative societies at
cheaper rates by allowing direct rebate off the published rates of premia in the
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Prospectus and it is expected that members of various co-operative societies who
will thus be directly benefited shall avail themselves in a large measure of this
concession.

With the breakdown of the Joint Family System and the discontinuance of the
kabit of individual hoarding in the shape of gold and silver ornaments the necessity
for Life Insurance, which inculeates the habits of thrift and systematic compulsory
cavings, is all the more vital specially to the man with limited means both in the
urban and rural areas as the safest form of savings. Your Society continues to
look after the insurance requirements of this class of people by issuing policies for
smaller amounts without medical examination. During the period under review
the Society issued 1191 such policies which is about half the number of the total
policies issued by the Society.



CO-OPERATIVE NEWS AND NOTES

: The Gc?w.amment of Bengal, it is understood, are considering the advisability of
fixing a rmmmgm price for sugarcane grown in the province during the enséng
s.e:(aisorx.lI on the lmc?s of the action taken in this regard by the Governments of Bihar
 and United Provinces. The Bengal Government’s propgsal has been referred to

the Bengal Industrial Survey Committee for investigation and report.

x
* * * *

ad toi(i)::ii, l;x;olvgn as the Be_ngal BQard of Agriculture and Animal Husbandry
2 Chairmangh . nfembers with Minister-in-charge of Agriculture and Industries
s max as;u it is learnt, bfeen constituted by the Government of Bengal to
povise them on maf:ters relating to the advancement of agriculture and animal
ushandry in the province. The function of the Board will be to put before the

Government suggestions for the i animal

: solution of problems relating to ani

prot‘it.lctlon, supply and distribution of seeds, irrigationmg b

fertility, crop development and controlling, ’
* ‘ *

1 soil conservation. and
prevention and treatment of diseases.

* * *
‘ ']';‘::e estazlllslunent of a State Bank in H.E.H. Nizam’s Dominions for manitain

Ing the purchasing power of the Hali ru d

_ pee and for regulating its supply and

tl:lemand (l;yfqmck moyementv of money, for promoting the success of Gogztflment

coanso— ant. or ﬁnanc.mg' agnculture and marketing of crops by giving loans to

pm:l;::?l lzznl:)a‘x;li:lsl tx:k mdqlcate'iA in the current year's budget statement. The

e over the management of currency from G

carry on the business of banking in accord i isi o and
ance with provisions to be made. Detai

; : : . Details

are being worked out by a banking expert, whose services have been temporarily

ﬁzr:wed 1Ifsrom British .India. It has also been decided to establish a Land
rigage ank to function as an adjunct to the State Bank for th yme: i
the’ conciliated debts of agriculturis it 1 lon

term borrowing, the management of . .
be entrusted to the State gBa.nkn of the Industrial Trust Fund is also proposed io

* " . . .
s Tlll)e q:festxon of how the position of the handloom industry in the gountry
indist: S eguarded'and how the conflicting claims of the handloom and mill
ot ies .may be adjusted to the satisfaction of boih the parties is mow under the

eration of the Government of India. They have extended the period of

subventi
Saby ntion for the development of the handloom weaving industry till 31st March,

* * * * *

o t’i:l;e g(;nz;ezdléstnal Finance Corporation which was started during the regime

likely to be conver;:lex:mnent to finance small industries .is, it is understoad,

province. Th into an apex bank of the Co-operative Movement in the
» +he proposal is pending before the Government which, it is expected,

may take an early decision. There will be no change in the fundamental objeet

of the Corporation even after its conversion into an Apex Bank for the Co-

operative Movement, as it is one of the obj
' . objects of the Movement to develo
small industries through co-operative effort. ‘ ’
4

ts. In order to expand the facilities for long -
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» . * ’ * *

A Co-operative Research, and Information Office has been established at
Washington by the Co-operative League of U.S.A. The main function of the
new office will be to maintain close contact with the legislative and administrative
badies in order to promote the interests of the Movement, and to make full use of
the facilities for the collection of information in close collaboration with the
different Government Research Offices.

* %* * »* *®

it is gratifying to note that the Registrar of C. S., Bombay, has circularised
¢o-operative societies, particularly agricultural societies and central financing
agencies, that they should wherever possible use village prcducts and purchase hand-
made paper. The Registrar has recommended to these institutions to make their
purchases from the Harijan Office, Poona, which stocks and sells hand-made paper
and articles of stationery made therefrom, with the primary object of assisting
in the marketing of a useful product of village industry.

* * * * Ld

The Government of Madras have published a draft of the amendment to the
rules under the Madras Co-operative Societies Act disqualifying near relations of
paid employees of co-operative societies from becoming directors thereof. The
opinions expressed by various co-operative institutions and co-operators will be
considered by Government and-the draft confirmed or modified shortly.

* * * * *

, The All India Co-operators Day was celebrated on the 2nd November 1940
%roughout the country, and the various accounts of the celebrations received by

us will be published in our next issue.
* * x x® *

The XXVIith session of the Mysore Provincial Co-operative Conference was
held at Mysore on the 7th October 1940 under the presidency of Rukn-ul-mulk S.
Abdul Wajid, Revenue Commissioner in Mysore. Mr. C. S. Kuppuswami Iyengar,
President of the Mysore Co-operative Institute welcomed the delegates. The
Proceedings of the Conference will appear in our next issue. e

» »* * ® *

A joint session of the Standing Comumittees of the Indian Provincial Co-operative
Banks Association and the All India Co-operative Institutes’ Association will be
held at Bombay in the premises of the Bombay Provincial Co-operative Institute
on the 18th and 19th January 1941. The Hon'ble Mr. V. Ramadas Pantulu, Presi-
dent of the Associations, will preside. The session will discuss, among other matters, '
the Reserve Bank’s Scheme of Remittance Facilities, Provision for Depreciation in
Government Securities beld by Co-operative Banks, Schemes of Rehabilitation

' and Reconstruction of Central Banks and Societies in the Provinces, etc.

. * * * *

The_ Cochin Co-operative Land Mortgage Bank completed its fifth year of
working by the end of 1115 M.E. (15th Aug. 1940). The membership of the

/. Bank increased from 1828 to 2,154, and the paid up capital from Rs. 75690 to

Rs. 78940. 'The loans granted during the year amounted to Rs. 3,83,865 as against

" Rs. 371,924 in the previous year. No debentures were floated during the year, as

the Government overdraft of Rs. 5 lakhs left sufficient balance for business trans-
actions in the year. The Bank earned a n#k profit of Rs. 9,826 while the figure for
the preceding year was Rs. 5,511, ¢

*
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SELECT CONTENTS OF CURRENT PERIODICALS ..
The Review of International Co-operation, London.

July 1940 ;
Sep. 1940 :

The Co-operative Review, Manchester.
A Year of War—Review of Events, Co-operation, Trade

Sep. 1940 :

Consumers’ Co-operation, (U.S.A.), New York.
Co-operative Reading Clubs by Oscar Cooley.

Sep. 1940 :

Co-operative Teaching in War Time by W. P. Watkins.
The International Co-operative Trading Agency and the

[War by W. Dykstra.

{and Finance-

The Indian Journal of Economics, Allahabad.

July 1940 :

The Mysore Economic Journal, Bangalore.
Rural uplift by V. G. Ramakrishnan,

Sep. 1940 :

A Scheme for the Survey of Rural Indebtedness in

[India by B. G. Ghate.

The Bengal Co-operative Journal, Calcutta.

Aopril-June, 1940 :

The Co-operative Health Societies under the

Viswabharathi by Rai Bahadur Sukumar Chatter-
jee. Agricultural Co-operation and Rural Uplift by
. Khan Bahadur A. M. Arshad Ali.
The Bzhar & Orissa Co-operative Journal, Patna.

July-Sep. 1940 :

Cane Growers' Co-operative Societies in B1har by
Sadasiva Prasad. '

The Madras Journal of Co-operation, Mylapore, Madras.

Aug. 1940 :

Multipurpose Societies in relation to Farming by B

Unni Krishna Menon.

Sep. 1940 :

" The United Provinces Co-operative Journal, Lucknow.
Co-operative Ghee Societies by J. P. Srivastava.
e Bombay Co-operative Quarterly, Bombay.

. 1940 : Co-operation in Madras by V. G. Kale.
sore Co-operative Journal, Bangalore.
1940: Expansion of Consumers’ Co-operatlon in Mysore by
Y. Snmvasayya

July 1940 :

| 90
o
\/ rnalgef the Ministry of Agriculture,
M rﬁ Agriculture, Ottawa.
onsumers’ Co-operation, U.S.A.
Monthly Bulletin of Agricultural Eco-
nomics and Sociology, International
Institute of Agriculture, Rome.
Agricultural Economics Literature,

Washington, D.C. )
he Co-operative Review, Manchester.

/Y m m2, N’3
The Countryw , Lond,
NQ o . 6 ' 3 Th: c:u :peratzo::azew::lb::nchesten

Journal of the CRonial Institute of

Amsterdam.
The Westralian Farmers' Gazette.
Co-operative  Information (1L.0.),
Geneva.

Indian Farming,
[

-The P. E.

Price policies of Consumers’ Stores by Dr. P. S. Loka-

[nathan.
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The United Provinces Co-w““

* Journal. "
The B. and O. Co-operative Jo"’f:
Journal of the Annamalsl Univer hti:d
Journal of the Madras Gcogmp

Association.
Indian Journal of E Economics. .
The Bombay Co-operativé Quarterly.
The Bengol Co-operative Journal

The Madras Journal of Co-operation
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L-INDIA CO-OPERATIVE INSTITUTES’ ASSOCIATION.
Publications.

THE INDIAN CO-OPFRATIVE SERIES.
Volume.
1. Co-operation in India: ¥dited by Professor H. L. Kaji, MA,
BSe, 1ES, JP, 1932, Price Rs. 5.

II. The Law of Co-operative Societies in India and Burma: by Rao
Bahadur K V. Brahma B.A,, LL.B, M.BE, CIE, President, Berar
Co-operative Institute, Amraoti Foreword by Sir Lallubhai
Samaldas, Kt., C1E, 1932, Price Rs. 5.

11, The Co-operative Movement in India: by Dr. Miss E. M. Hough,
M.A, PhD, Foreword by Professor H, L. Kaji, M.A,
BSc, ILES, JP, and Introduction by Sir Horace Plunkett.
Published by Messrs. P. S. King & Son, Greatsmith Street,
London, 1932. Price Rs. 9, .

IV. The Indian Rustic: by Mr. J. L. Raina, BAA,, MRAS. (Jondon),
Asgistant Registrar, Co-operative Socleties, Kashmir State.
Foreword by Professor H. L. Kaji, M.A,, BSc, ILES, JP., Vice-
President, All-India Co-operative Institutes’ Association, 1935
Price Re. 1.

V. The Co-operative Movement in India (1935) by Khan Mohammad
Bashir Ahmad Khan, M.A, LLB, MRAS, (London),
Honorary Secretary, All-India Co-operative Institutes’ Associa-
tion, Lahore. Foreword by Dr. C. R. Fay, President, Horace
Plunkett Foundation, London. Published by Messrs. P. S,
King & Son, Ltd.,, Greatsmith Street, London. Gratis.

V1L The Co-operative Movement in the Punjab (1937): by Sheikh
Ata Ullah, MA,, Professor, Muslim University Aligarh. Fore-
word by Dr. C. R. Fay, President, Horace Plunkett Foundation,
London. Published by Messrs, George Allen & Unwin Lid.,
London, Price 16s. net (Rs. 11).

VI Better Living Societies: by Khan Mohammad Bashir Ahmad
Khan, M.A,, LLB, MR.AS. (London), Honorary Secretary, All-
India Co-operative Institutes’ Association. Gratis.

vIn “A Short History of the All-India Co-operative Institutes’ Associa-
tion:” by Khan Mohammad Baghir Ahmed Khan, MA,
LLB, MRAS, (London), Honorary Secretary, Gratis,

Packing and Postage charges extra in each case.
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The books can be had from : —
Tae HoNORARY SECRETARY, .
All-India Co-operative Institutes’ Association,
LAHORE
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THE BOMBAY CO-OPERATIVE QUARTERLY = | " THE B. & 0. CO-OPERATIVE JOURNAL :
\ ] 5 .
(Journal of the Provincial Co-operative Institute, Bombay) E E PUBLISHED QUARTERLY. . E
(PUBLISEED QUARTERLY) ' ! , E
BY
JUNE, SEPTEMBER, DECEMBER AND MARCH. : ] i
T + THE BIHAR AND ORISSA CO-OPERATIVE FEDERATION H
Contains authoritative contributions from Co-operators all over India: 3 = : ;
and expert comments on the movement and Reviews of Books, : : Editor : Prof. B. B. MUKERJEE MA, BL, g
[} N H
EDITORIAL BOARD. i : :
] 2
1. Pror. V. G. Karx, MA, : ; Annual Subscription: Inland Rs. 3-8-0, Foreign sh. 8. :
2. Rao Bamaptr S. S. Taumaxi, BA., LLB. ] H oo ‘ =
8. Mr V. L. MzaTa, B.A. H v= Half rates for Employees of all Co-operative Institutions in 1
1 ’ .
Subscription. per annwm.  Inland Rs. 4. Foreign Sh. 7. . : Bihar. !
i 1 i
' 1
[ ] 8
For Copies, Please Apply To: — 1 i
¢ s APRY o H i1 Apply to: .
The Superintendent, Provincial Co-operative Institute, E E THE B. & O. CO-OPERATIVE FEDERATION,
9, Bakehouse Lane, Fort, BOMBAY. E E Bank Road, PATNA. (Bihar)
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THE MADRAS JOURNAL OF CO-OPERATION
The Premier monthly Co-operative Journal in India
Voices forth the Co-operative Opinion of the Province.

ANNUAL SUBSCRIPTION Rs.
Inland (including Postage) . 4
Fbreﬂpn ” . 4

THE CO-OPERATORS’ BOOK DEPOT
9, Bake House Lane, Fort Bombay.

P.
0
0

RBop

”
MAGIC LANTERN & SLIDES.
The Union has prepared a Swadeshi Magic Lantern and three
sets of slides on co-operative subjects.
They are available at the following prices:—
Swadeshi Magic Lantern Rs. 40 Excluding Petromax Light

Specialising in

Books on: Economics & Sociology, Co-operation, and Rural
Development, Banking & Finance, Accountancy and Auditing,

c . : . SLIDES : —
ommerce & Industries and other allied subjects. 1. The Evils of Drink and the
Benefits of Co-operation (33 slides) Coloured Rs. 50
Books on all the other subjects are also readily supplied. ” Un-coloured Rs. 33
2. Thrift and Co-operation (40 slides) - Coloured Rs. 60
Un-coloured Rs. 40
- FAIR PRICES, LATEST EDITIONS AND 8. Rural Reconstruction st Alamuru (62 slides) Coloured Rs. 93
- » Un-coloured Rs. 62
PROMPT SERVICE Apply to: Packing and forwarding charges extra.

THE MADRAS PROVINCIAL CO-OPERATIVE UNION
Royapeitah, MADRAS.
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BIHAR & ORISSA

PROVINCIAL CO-OPERATIVE |

BANK, LTD., PATNA.
(Established 1914.)

'(Registered under the Co-operative Societies Act II of 1912)

.

Paid up Share Capital
Reserve Liability on Shares
Statutory and other Reserves

Investment in Government and Trust Securities

6,11,400
9,17,000
17,08,000
.. 36,14,000

WORKING CAPITAL EXCEEDS Rs. 1,10,00,000.

The Loeal Government have authorised the investment in this Bank of
the Provident Funds of the Employees of District and Local Boards

and Municipalities.

Statements of the financial position of the Bank are

quarterly published by the Local Government in the Gazette.
Fixed, Current and Savings deposits accepted.

Orissa

Rules on application to the Secretary.

Bills collected and drafts issued on all important towns in Bihar and

THE MADRAS CO-OPERATIVE CENTRAL
LAND MORTGAGE BANK, LTD.

KHALEELI MANSIONS

Mouxt Roap,

3% PER CENT DEBENTURES
Guaranteed by the Government of
Magdras.

20-year debentures issued at par
bearing interest at 3%4% per annum
are available for investment.

The principal of and the interest
on these debentures are guaranteed
by the Goverpment of Madras.

The DEBENTURES ARE TRUSTEE
SECURITIES and are also approved
Securities wunder the Insurance
Act, 1938. The DEBENTURES are
IRREDEEMABLE for the first
10 years from the date of issue
and a REDEMPTION TFUND
(SINKING FUND) will be consti-

tuted to pay off the debentures on
mahgrity, :

Brokerage at 2 annas per cent will be paid to approved brokers,

Other particulars and applieation forms can be had from the
SECRETARY of the Bank, Mount Boad, Madras,
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