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EDITORIAL NOTES

OURSELVES

The Indian Co-operative Review enters on the seventh year of its
life with this, the twenty-fifth issue. We gratefully acknowledge the
support we have been receiving from the Registrars of Co-operative
Saocieties end leading mnon-official co-operators in the Provinces
and States of India. What we now ask for is a much larger measure
of financial support from individual co-operators and institutions.
The subscribers’ list has been more or less static all these six years,
and we make an earnest appeal to all those intcrested in co-operation
to extend their patronage to the Review so as to make it self-support-
ing, particularly in view of the increase in the cost of printing and
publication on account of the War.

We have been devoting the pages of the Review almost from its
inception to the collection and analysis of material from a ¢ sectional”
as well as a “ central ” view point, for the reason that the develooment
of the Movement in the several Provinces and States naturally followed
its own peculiar lines determined by local conditions and circumstan-
ces. We believe that teachers and students of co-operation and
writers desling with the subject either from a regional or tonical stand-
point will find useful material in the volumes of the Rewiew. Have
we not also a higher aim in view? Dr. C. R. Fav, Chairmzn of the
Horace Plunkett Foundation, observes in the course of the review
of a book in The Year-Book of Agricultural Co-operation, 1841: “In
all countries, when a certain stage of maturity hss been reached
interest shifts for a time from central to sectional history. This is ‘rhé
noint which has been reached in India . This itself would not
be the final stage. For it would then be the duty of these writers or
their successors to meet together in central council and plen a work
on Indian Co-operation as a whole, which would be a careful generali-
sation from the better practice of the different sections . . . . One
man cannot easily bring together the material out of which a true
picture of Indian Co-operation,—its past, present and possibilities—
ran be framed.” It has indeed been our ambition to collect together
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in the pages of this Review in the shape of contributions from well-
informed and experienced workers in the field, in i parts of India,
as much material as possible to enable the two All-India Co-operative
Associations to entrust in the near futurc to a competent central
council of writers on co-operation the task of planning and publishing
a comprehensive work on Indian co-operation,.

It has also been, and it will continue to be, our policy to throw open
the pages of this Review to contributions on allied subjects which have
an intimate bearing on the development of co-operation on right lines,
There can be no doubt that co-operators in India are agreed that unless
an atmosphere and environment favourable to the development of co-
operation on sound lines is created and fostered, the Movement can-
not make any substantial contribution to the socio-economic regenera-
tion of the masses. The effects of land tenures and the agrarian policy
of the State on the economic position of the agriculturists who consti-
tute the bulk of our members, the incidence of rural indebtedness and
measures adopted by the Provincial and State Governments to deal with
it and the creation of village self-governing institutions, like statutory
village panchayats, are subjects in which co-operators must feel intensely
interested.

We regret the delay in the publication of this issue of the Review.
The delay is partly due to the time taken in getting contributions from
ten different Provinces and States on the cvolution and working of
their respective Provincial Banks and other articles which have increas-
ed the size of this number to the biggest on record and partly to our
prolonged illness since our return from the Session of the Standing
Committees held in January last at Bombay.

PROVINCIAL CO-OPERATIVE BANKS

A study of the origin, working and progress of the Provincial Co-
operative Banks in India will not only give us an idea of the history and
fortunes of those apex institutions but also give us an insight into the
organisation and development of co-operative finance in the several
Provinces and States. How different the conditions are in several parts
of India in regard to evolution of co-operative credit and how those con-
ditions have determined the lines of development of the credit institutions
therein can be gathered from the very interesting accounts of the ten
Provincial Co-operative Banks which are published in this issue,—the
notable omissions being Assam among the British Indian Provinces and
Hyderabad among the Indian States. accounts of whose Provinecial
Co-operative Banks we hope to be able to get in time for our next
issue. We are indebted to the several contributors who have gene-
rously responded to our invitation.

All the major British Indian Provinces except United Provinces have
a Provincial Co-operative Bank of their own. The establishment of a
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Provincial Co-operative Bank in U.P. is long overdue. We understand
that the early inauguration of such an institution is in contemplation, and
we are looking forward eagerly to that happy event.

Generally speaking, the quantitative and statistical information fur-
nished in the accounts published in this issue do not necessarily give
an idea of the qualitative character of the instituiions or of their financial
position, as for instance in Bengal, Bihar, and Central Provinces and
Berar where large hulk of the loans outstanding in the societies have
become frozen and schemes for rehabilitation or reconstruction are in
progress. We reserve for our next issue a critical examination of the
lines on which the several apex banks in the Provinces and States have
developed, their special features, present position and future possibilities.

REHABILITATION OF THE MOVEMENT IN BIHAR

We publish elsewhere the scheme sanctioned by the Government
of Bihar to rechabilitale the Co-operative Movement in that Province.
The problem has been engaging the attention of the Provincial Govern-
ment and the non-official co-operators of the Province for the last three
or four years. But having regard to the complexity and the magnitude
of the task, the elaborate and thorough nature of the preliminary
enquiries into the condition of the societies and their members and the
unfortunate developments in the national and international situation,
the delay that has occurred in giving a final shape to the scheme of
rehabilitation is perhaps inevitable. We had opportunities of getting
acquainted with the nature of the economic investigations that were
conducted in connection with the rehabilitation scheme. Bihar was
fortunate in having at that time an able, conscientious and painstaking
officer at the head of the Co-operative Department in Mr. N. Baksi,
I.C.S., but for whose labours, the work of the Rehabilitation
Committee and the Board of Experts would not have been easy.
The investigations included the ascertainment of the repaying capacity
and the value of the lands possessed by each member of every society
that came under the scope of enquiry. It is only in Bihar and the
Central Provinces that systematic investigations of agricultural costs
and profits, land values and repaying capacity of the cultivator have
been undertaken by the Co-operative Departments in several repre-
sentative regions of the Provinces, though the freezing of the credit in
the rural societies and unrealisability of a large proportion thereof is
a common feature of all the Provinces. We are gratified to learn that
Mr. Baksi’s successor in office, Mr. M. M. Philiph, I.C.S.
implementing the decision of the Provincial Government
the rehabilitation of the Movement.

The scheme which mainly aims at reconstructing the machinery for
rural credit, which is practically in a state of collapse in the Province,
rightly deals with the co-operative credit organisation as a whole—-—the.
Provincial Bank, Central Banks and village societies. These institu-
tions which cannot function as isolated units, correspond to the.seve-
ral parts of a sound irrigation system—its catchment areas, reservoirs,
and supply channels. A steady and continuous flow of productive
rural credit can be ensured only by carefully planning these several
parts of the system and keeping them in good repair, so that the flow

, is keen on
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may not be interrupted or blocked until it “reaches the fields to be
irrigated and waters every root.” The reconstruction of the primary
societies on which the credit structure really rests is naturally based on
a plan to relieve the members of societies from the heavy burden of
their accumulated debt, by scaling it down, as far as possible, to the
level of their capacity to pay. The rate of interest on the loans after
being so scaled down will be reduced to 7 per cent, as against the pre-
reconstruction rates of interest ranging from 9 to 15 per cent, and the
scaled down debt will be made repayable in easy instalments over a
period not exceeding 20 years. In this process of reconstruction, the
members of the rural credit societies are classified under two heads:
“retained members” and “eliminated members”. Those whose re-
paying capacity is such as enables them to pay at least the principal
amount of their outstanding loan together with future interest at 7 per
cent over a maximum period of 20 years are to be retained, and those
who do not fulfill this test or are otherwise uncreditworthy are to be
eliminated. The retained members of the reconstructed societies are
also to be helped by advances of small crop loans with a view to enable
them to carry on their agricultural operations during the period of
repayment of the scaled down debt.

The Central Banks are classified under the scheme into three cate-
gories: (a) comparatively good banks in which the percentage of net
deficit to gross liabilities is below 25 per cent; (b) banks in which the
percentage is over 50 per cent. It is decided to reconstruct such of the
banks in groups (a) and (b) as may be considered by the Govern-
ment suitable for reconstruction, and to liquidate the banks in group
(c) . The recoverable assets of the Central Banks are broadly classi-
fied into interest-bearing and non-interest-bearing. The interest-
bearing assets of a co-operative Central Bank mainly represent the
dues estimated as recoverable from the ‘retained members’ of recon-
structed societies, while non-interest-bearing assets represent the dues
estimated as recoverable from °eliminated members,, members of
liquidated societies and investments in lands and buildings held
by societies and Central Banks and certain other items.

To facilitate the process of reconstruction, the Government will
grant a subsidy, as contribution towards loss, a sum not exceeding
Rs. 12 lakhs, besides advancing to the reconstructed Central Banks a
loan not exceeding 50 per cent of the recoverable assets from the re-
constructed societies, to a limit of Rs. 14 lakhs. The loan will be
advanced through the Provincial Co-operative Bank. While the
Government propose to charge a rate of 332 per cent on such advances
to the Provincial Bank, the Provincial Bank will charge 4 per cent to
the reconstructed Central Banks. The sum of Rs. 12 lakhs granted
as subsidy and Rs. 14 lakhs advanced as loan will be utilised for re-
payment to the creditors (other than the Provincial Bank) of the
reconstructed Central Banks on a pro rata basis. Any loss not covered
by this measure of financial assistance or eventually recouped from
collections of realisable assets in due course after meeting the obliga-
tions to the Provincial Government, will be borne by the creditors
of the Central Banks. Besides the subsidy and the loan mentioned
sbove, the Government will also provide a sum of Rs. 10 lakhs for
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crop loans to retained members of reconstructed societies, to whom
reference has already been made. The Government have further agreed
to grant a subsidy of Rs. 5 lakhs to the reconstructed Central Banks
towards the cost of management at Rs. 1 lakh per annum, in addition
to bearing the expenditure on audit for the next five years, which is
estimated to cost another sum of Rs. 5 lakhs. A sum of Rs. 2 lakhs is
provided for special stafl for liquidation, and a sum of Rs. 1 lakh for
the salary of the Banking Adviser. In all, Government have provided
for an expenditure of Rs. 49 lakhs under the scheme, of which about
one half, Rs. 25 lakhs, will be by way of contribution and the balance
of Rs. 24 lakhs by way of loan secured on the assets against which it is
advanced. This is in addition to the Government’s preparedness to bear
the loss of the Provincial Bank, which is roughly estimated at about
Rs. 18 lakhs. The Government are further pleased to guarantee to
the Provincial Bank a cash credit of the sum considcred sufficient to
ensure ability to pay deposits. The management of the Provincial Bank
during the period of rehabilitation will be entrusted to a small Interim
Board, consisting of a Chairman and six other members, who will be
elected in accordance with the by-laws suitably amended for the pur-
pose, besides the Banking Adviser who will be the ex-officio Managing
Director of the Bank.

The Board of Experts, constituted by the Bihar Government to
advise them on rehabilitation of the Co-operative Movement,* recom-
mended inter alia the following main items of financial assistance by
the Provincial Government: firstly, a subsidy to the reconstructed
Central Banks of a sum representing 121 per cent of the creditors’
claims in all Central Banks in which the loss is 25 per cent®of the
outside liabilities or more—this was estimated at about Rs. 11 lakhs;
secondly, a loan to the reconstructed Central Banks on a strictly busi-
ness footing of a sum not exceeding 50 per cent of the realisable assets
represented by the loans outstanding against the retained members in
the societies under certain safeguards and conditions, the loans bearing
interest at half per cent over the Bank Rate-—this loan was estimated
at not more than Rs. 15 lakhs; and thirdly a guaranteed cash credit to
the Provincial Bank to the extent of Rs. 20 to 30 lakhs for future
finance, besides treating the sum of Rs. 24 lakhs, which is now shown
in the balance sheet of the Provincial Bank as a loan due to the Govern-
ment, as a guarantee fund for meeting losses arising from bad and
doubtful debts in the Provincial Bank. Though the scheme of finan-
cial assistance to the Movement ultimately sanctioned by the Govern-

* The following were the members of the Board of Experts: —

. The Honble Mr. V. Ramadas Pantuly, Chuirman
. Dewan Bahadur K. Deivasikhamani Mudaliar, M.L.C.,

. Mr. Vaikunth L. Mehta;

. Mr. Dip Narayan Sinha, M.L.A.;

Mr. Ram Charitra Sinha, M.L.A ;

. Mr. Binodanand Jha, M.L.A.;

- Rai Bahadur Shyamnandan Sahay;

. Khan Bahadur Saghirul Hague, M.L.A.; and

Mr. N. Baksi, 1.C.S., Registrar of Ce-operative Societies  Convener
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ment differs from the recommendations of the Board of Experts in some
material particulars, yet it goes a long way in achieving the two main
objects which the Board of Experts had in view in making their recom-
mendations, viz., affording some measure of immediate, though partial,
relief to the creditors of the Central Banks who have been severely hit
by the deterioration of the Movement, and vouchsating reasonable
chance for the reconstructed Central Banks and rural credit societies
to carry on their business in future, though on a much restricted scale.
We hope and trust that the endeavour of the Provincial Government to
rehabilitate the Movement in Bihar under this scheme will prove suc-
cessful and the Movement will once more be enabled to subserve the
interests of the agriculturists of the Province.

As we have often said before, measures to revive and strengthen
the co-operative societies will not by themselves result in improving
the economic position of their members, or prevent societies from laps-
ing into their former desperate plight. Other reforms like a sound
agrarian policy on the part of the Provincial Governments are also
called for. Co-operation itself needs planning. As Dr. Radhakamal
Mukerjee, whose interesting article on ‘ Planned Co-operation” is
assigned the place of honour in this issue puts it, * Planned Co-opera-
tion must be an offensive on all fronts ”. Weakness or indefensibility in
one sector will establish the foe in no time within the entire territory.”

REHABILITATION OF THE MOVEMENT IN OTHER PROVINCES

Orissa.—After the accounts of the Bihar & Orissa Provincial Co-
operatige Bank were settled with the Central Banks in North Qrissa
in August 1938, the connection between those Central Banks and the
Bihar Provincial Bank ceased. As a result of such settlement,
the Orissa Government undertook to pay the Bihar Provincial Bank
a sum of Rs. 3-75 lakhs in eight equal instalments in full setitlement
of its claims against the Central Banks in North Orissa. In this connee-
tion it must be mentioned that the two Central Banks in what is now
called South Orissa, viz., those at Aska and Berhampore, have all along
been affiliated to and financed by the Madras Provincial Co-operative
Bank as their area of operations formed part of the then Madras Pro-
vince. Even after the formation of a separate province for Orissa and
the transfer of that area to it, that arrangement has been continuing till
to-day. These two banks in South Orissa are in a comparatively
stronger financial position than the Central Banks in North Orissa.
It was contemplated that they should be affiliated to the Provincial
Bank of Orissa as soon as one was constituted. As a matter of fact,
a Provincial Bank for Orissa was registered in 1936 and the assets of
the Central Banks in North Orissa were transferred to that Bank on
paper after the settlement with the Bihar Provincial Bank in 1938.
Indeed this was considered to be a step forward in the creation of a
Provincial Co-operative Bank for Orissa. But the scheme has been
abandoned for the time being. In a recent communique issued by the
Government of Orissa, a summary of which is published elsewhere in
this issue, it is definitely stated that the present circumstances are not
suitable for the establishment of a Provincial Bank. The Government
have, however, made a very modest provision of Rs. 1'5 lakhs in the
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budget estimate of 1941-42 to finance the primsry societies situated in
areas not served by solvent central banks capable of financing the
societies.

The Government of Orissa have decided to fix the rate of interest
payable by the members at § per cent on loans not overdue, and one
per cent more on overdue loans, and to make these rates applicable to
all loans outstanding on 1st July 1941 or to bhe issued thereafter. While
we are in agreement with the view of the Orisse Government that the
present time is not suitable for the starting of a Provincial Co-operative
Bank, we feel that not only some better and more adequate provision
should have been made for financing the primary societies in that Pro-
vince but steps should have also been taken to rehabilitate such of the
Centrsl Banks in North Orissa as are capable of reconstruction, with
some measure of financial assistance {rom the Government. In regard
to the rate of interest it should not have been put up in any case above
7 per cent, which is the rate now fixed by the Government of Bihar
in their rehabilitation scheme.

Central Provinces and Berar.—The scheme of rehabilitation of the
Central Banks in Berar suggested by the Standing Committees of the All-
India Co-operative Associations has unfortunately not been accepted
by the Government of C. P. and Beror. But we realise the difculties
of the Provincial Government, which arose partly from the attitude
adopted by the creditors of those banks, and partly by the
new situation created by the outbreak of the war. The
communiques issued by the Provincial Government on 9th Septem-
ber 1939 and 26th March 1940, which have already zppeared in tha pages
of this Review, are now followed up by a programme of thorough en-
quiry into the assets and liabilities of the members of societies and their
repaying capacity and to work out the figures of debts which can be
repaid by the members within a maximum period of 20 years. The
Central Banks are expected to do some preliminary work before the
official enquiry is actually started. Elsborate and exhaustive instruec-
tions for the rehabilitation enquiry have been issued by the Co-operative
Department. At the meeting of the Standing Committees held at Bombay
in January last, Sir M. G. Deshpande and Rao Bahadur R. M. Khare
informed us that the enquiries were likely to be finished by about the
end of the current co-operative year. It is not known how far the
enquiries have proceeded. We were also informed at that meeting that
until the enquiry was completed it would not be possible to know the
total loss to the Central Banks in Berar. The Provincial Bank of C. P,
and Berar hes, however, agreed to bear part of the loss thus ascertained
to the extent of about Rs. 10 lakhs; and the Government after mucl;
hesitation seem to have now agreed to meet the deficit in expenditure
of the Central Banks to the extent of Rs. 1 lakh per annum for not more
than 3 years in the first instance. There are other helpful features like
a sharp rise in the price level of cotton, which is the chief money crop
of the Province and evidence of increasing demand for lands which have
been han.gmg on the hands of Central Banks and societies as frozen
assets, with consequent rise in land values. These signs of economic
Prosperity, which may be temporary and not such as to lead to a real



8 Tug InpIAN Co-OPERATIVE REVIEW (JAN, — Mar. 1941)

increase in the income and purchasing power of the cultivator, as we
stated at the last session of the Registrars’ Conference in December
1939, may, however, lead to stiffer demands on the part of the
creditors of the Central Banks on the plea that the repaying capacity
of the members of societies would rise correspondingly with the upward
trend in the price level of cotton and land values. We trust that the
recent addition to the Co-operative Societies Act of Section 42-B and
other measures that the Government may adopt will bring about a
reasonable settlement, fair alike to the creditors and the Central
Banks. In any case, we hope that the final decision of the Govern-
ment based on the enquiries in progress will be announced soon and
that no further time will be lost in implementing an effective scheme
for the rehabilitation of the Movement in the Province.

Bengal.—We publish elsewhere extracts from the Bengal Co-opera-
tive Journel, January-March 1941, which disclose that no tangible
action has so far been taken on the scheme of rehabilitation
drawn up by the former Registrar of Co-operative Societies. We, how-
ever, believe that the matter is engaging the earnest attention of the
Provincial Government and the present Registrar. It is said that “ tired
of the static Government, the restive non-official co-operators” have
begun to move in the matter and that their activity found expression in
the decisions of the meeting held in Calcutta on the 22nd and 23rd
March last under the presidentship of Mr. W. C. Wordsworth, Chairman
of the Bengal Provincial Co-operative Bank. The suggestions of these
non-official co-operators are set out in some detail in the extract referred
to. Now that a constructive scheme has been chalked out by the co-
operators of Bengal themselves, we hope that the Government of Bengal
will examine the scheme carefully along with such other schemes as
may be pending before them and take speedy action in that behalf, for
the present situation should in no case be allowed to continue.

In this connection we are glad to find that the co-operators of Bengal
have endorsed the view expressed by us that the passing of a stringent
Co-operative Societies’ Act vesting new and wider powers of control in
the Registrar would not by itself help the rehabilitation of the Move-
ment. Prof. J. P. Niyogi, in his Co-operative Movement in Bengal,
rightly points out that while the new Co-operative Societies Act of
Bengal may be of some use to deal with the present situation, if per-
manently placed on the Statute Book, ‘ there will emerge a form of
co-operation which is drilled and regimented by the State, and
State-controlled co-operation will hardly offer a permanent solution
towards our endeavour to build up a vigorous and self-reliant move-
ment.” So, something should be done on the constructive side also
as speedily as possible. The scheme of rehabilitation must aim at two
things : firstly immediate action for setting the credit organisation once
again on its feet by removing the malady which now afflicts the move-
ment and nextly comprehensive planning to prevent the reconstructed
societies from lapsing into their present paralytic condition, which
becomes possible only by improving the economic condition of their
members.

PLANNED CO-OPERATION
By

Dr. RapnarkaMAL MUKERJEE,

Head of the Department of Economics and Sociology
Lucknow University.

Co-operation, a Many-sided Approach.—Co-operation has succeeded
best in those regions in India where it has not been a mere economic
movement, but has improved along with business methods the moral
and social standards of the villager. Since co-operation touches the
social tissue, no success can attain the efforts of the co-operator unless
co-operation forms a phase of a many-sided advance, a part of an entire
rural reconstruction movement. In those spacious deys of early co-
operation the leaders of the movement were on the whole more anxi-
ous for records of the number of Co-operative Societies and of member-
ship, without paying due heed to real stability and solidity of the move-
ment, rooted as these are in better living and farming and improvement
of business methods and of credit-worthiness.

Not merely the forces responsible for a quick mushroom growth of
Co-operative Societies were largely responsible for the present debacle,

_but the agricultural depression reduced the cultivator’s source of income

and credit between 1928 and 1933 from 61 per cent. in Bengal to 35 per
cent. in the United Provinces.

In other countries the Government has stepped in by a forward
currency and agricultural policy, reduction of the interest rate on loans
and State-aid to crop finance and marketing to over the economic effects
of the slump; but in India nothing effective was done in this connection
and the effects of the agricultural depression were aggravated by the
cumulative effects of violation of both business and moral principles in
co-operative finance.

Planning is essential not merely for the rehabilitation of the bank-
rupt societies, for their integration into improved societies, and for re-
organising the arrangement and agencies for short-term and long-term
credit but also, and what is more essential, for relating the Co-op-rative
Movement to the improvement of crop practice, crop marketing and rural
reconstruction generally.

As long as the Co-operative Movement does not link itself with the
entire range of methods and agencies for the improvement of income and

2
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credit-worthiness of the cultivator, it cannot be rescued from the mire of
bankruptcy and the rut of business inefficiency into which it has fallen.

Rehabilitation of Bankrupt Cultivators.—A Co-operative Movement
which aims ot strengthening the economic position of the weak by asso-
ciation with the strong will be untrue to itself if it seeks to eliminate the
weak from its protection in a drastic manner. Instead of ousting the
cullivators who have now become insolvent and are likely to be so with-
out adequate means of life, efforts should be made to vehabilitate and
restore them to the cere of the Co-operative Movement. The cxtent of
relief to such distressed farmers can only be gauged by a careful ccono-
mic investigation of the repaying capacity and the value of land of cach
member of the society, which will be preliminary to assessment of the
repaying capacity of the societies end the assets of the Central Banks.
It is noteworthy that while almost all the provinces of India have found
that a not inconsiderahle proportion of the debt of members to the Socie-
ties is unrealisable, it is only in Bihar and the Central Provinces that a
thorough investigation of agricultural costs and profits, land values and
repaving capacity of the cultivator has heen undertaken by the Co-opera-
tive Department in several representative regions. Under present con-
ditions agriculture is a submarginal occupation offering no profits for
about half the cultivators in the crowded regions of the Ganges Valley,
where holdings have become uneconomic due to continuous sub-division.
It is probable that members of Co-operative Socictics are better off than
the average cultivator and that those who are now bankrupt will not
represent half the farming populetion. But since the provortion of hank-
rupt cultivators will be considerable, we have to rehabilitate their credit
by means of subsidies, by rceduction of the burden of mortgace and other
loans, and other measures.

While it is certain that we can no longer permit the bankrupt to drag
down the well-to-do cultivators to a common doom spelt by the ruin
of the Co-operative Movement, it is equally definite that the Govern-
ment must enable the bankrupt cultivators to make arrangements with
the Co-operative Societies and outside creditors and afford them facili-
ties for reduction or conversion of old debts resarded as too onerous or
unredeemable. The recent debt legislation of Denmerk, where the
farmer’s indebtedness led to the collapse of farms, is worthy of serious
consideration not merely in Bihar but also in the other provinces of
India. The Danish Government has in the first instance relieved the
farmers by the establishment of Crisis Funds for the grant of subsidies
to the most distressed farmers in order to put them in a position to pay
their mortgege and fiscal charges. Forty-two million crowns were dis-
tributed among 135000 farmers, ie.. 67 per cent of all the farmers in
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the country. Another country in Europe which has paid a direct sub-
sidy to the distressed farmers during the agricultural depression is Italy.
Short-term loans have here been converted into long-period debt, and the
State undertakes to pay a part of the repayment instalments to the ex-
tent of 212 per cent. The Stale has also granted a contribution towards
the payment of interest for loans payable in five annual instalments ob-
tained from agricultural banks.

It seems neccessary that in order to avert the present crisis for the
cultivators, and ihe stampede of credit caused by the emergent debt legis-
lation the Government should find money for the creation of a Rehabili-
tation Fund, like thal of Denmark, to lighten the burden of mortgage
debt and of interest and rent payable by distressed tenants to be distri-
buted among the latter according to determined principles. Secondly,
the Danish Government has by law facilitated the conversion to loans at
a lower rate of inlerest of the loans granted by the mortgage credit com-
panies. The application of the Danish and Italian precedents to Bihar
conditions may bc as follows: —The Government alter reducing the
claims of Co-operative Societies and outside creditors by, say, 50 per cent
on the ground of the fall of agricultural prices, which calls for revision
of contractual obligations, will contribute a portion of the repayment
instalments. ‘The Government will also grant loans covering the remain-
der of the liability to the bankrupt cultivators on the basis of mortgage
of their holdings to the State on these conditions; freedom from payments
for ten years, and afterwards, payment by instalments, and a rate of
interest not exceeding 4% per cent. The Government will raise money
by issuing debentures on the hasis of the mortgaged properties. To
obtain the loan, the tenant’s debt must exceed the mortgage value of
the holding by at least 10 per cent, while the loan itself cannot exceed
23 per cent of the mortgage value of the property and must be guaranteed
by a mortgage not exceeding 10 per cent. of the value of the property.
In lieu of the subsidy and facility of credit offered by Government it
may be insisted upon that in the succession the tenants’ holding should
pass undivided to one person (the preferred heir). The charges burden-
ing the succession (including the mortgage debt) must be met as far as
possible out of fortune other than the landed property. No new debt
can be incurred without the consent of the Co-operative Society or the
land mortgage bank, which has rehabilitated the credit of the cultivator.
Loans out of this Rehabilitation Fund will be granted also to Co-opera-
tive Societies and private money-lenders in order to enable them to meet
the difficulties that may arise in consequence of the application of the
law on the moratorium. The present debt legislation of the major
Provinces of India, which only provides for compulsory scaling-down
of debts and rate of interest and application of a moratorium, and too
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greatly sacrifices the creditors without making any arrangement for the
financial recovery of the bankrupt cultivalors aggravates the crisis of agri-
cuitural indebtedness. In the debt relief legitlation of many agricultural
countries in kurope imporiance was given as much to the adjustment or
conciliation of debts as to the conversion of luans guaranieed by mort-
gages on farms with a view to the repayment of debts to creditors by
instalments over a series of years and contribution by the State towards
the repayment of instalments and the payment of interest.

In Germany the scheme of conversion of debts was facilitated by the
credit granted by the Bank for German Industrial Securiiies, and the
necessary resources for the relief of indebtedness, amounting to a total
of 60V millions R. M., were drawn to a large extent from a fund formed
by levies imposed on industry. The Reich guarantees up to 25 per cent
of the loan granted under lhe conditions indicated in the event of the
non-payment of the morigage loans credited in relieving the indebted-
ness. In Bulgsria where the law has reduced bolh the amount of inte-
rest and the amount of debt of larmers, and exempted from sale the
debtor’s land up to 5 hectares, the reduction of debts is similarly made
up out of an Amortisation 1'und to which the State assigns the proceeds
of the tax on vocations and the supplementary tax on total income. In
Switzerland the Coniederation and the Cantons both pay 5 million francs
a year as subsidy to an Amortisation Fund created for the relief of in-
debtedness. In Bihar it is worthy of serious consideration whether such
an Amortisation Fund could be created out of new taxes on industry and
professions, the resources of which could be utilised both for subsidy to
distressed farmers and the conversions of debts and repayment to money-
lenders who renounce a part of their credit.

Credit and Consolidation of Holdings.—A more effective and perma-
hent method of rehabilitating credit for the bankrupt cultivators is to
make their cultivation profitable through consolidation of holdings and
of croppings and through co-operative or collective farming. Many pre-
judices have to be overcome, many old customs abjured before we can
climinate the present serious drawbacks of (scatteredness and) fragmen-
tation of holdings. The Government should take practical steps through
legislation and otherwise to make agriculture economical for small ten-
ants who now distribute themselves bhetween farming and agricultural
labour, and for agricultural partners and hired farm hands, who are
Jandless but who crowd on to the land for eking out a bare living. The
intractable feature of the present agricultural crisis in the United Pro-
vinces, Bihar and Bengal is that probably half the number of holdings,
at least in the crowded districts, has become uneconomical. In the Pun-
jab 20 per cent of the land owners hold less than one acre of land. In
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the United Provinces more than 50 per cent of holdings are below the
economic size. In Bihar the average size of holdings is estimated to be
only 1.33 acres in Saran; 1.51 acres in Patna; and 1.82 acres in Muzaffar-
pur and 1.85 acres in Darbhanga. The minimum subsistence holding for
the cultivators’ family cannot be less than 4 1o 5 acres in North Bihar.
Vast sums of money sent by emigrants from Bengal and Assam to the
villages are the mainstay of cultivation of under-sized holdings in North
Bihar and the eastern and central districts of the U. P. But of late the
tide of emigration has ebbed, while the rate of population increase has
tended to accelerate, increasing the proportion of uneconomic holdings
through fractionalisation. In Bengal three-fourths of the agricultural
families possess holdings below the economic size of 5 acres and 46 per
cent of the families hold less than 2 acres each.

Small tenants in undersized holdings are hardly occupied for more
than 200 days in the year. Intensive farming is the only method avail-
able for the masses of people in Northern India for the improvement of
income and credit. But intensive farming is being jeopardised by the
excessive fractionalisation of holdings, which more than any other single
factor is responsible for the poverty of debt-ridden cultivators, and the
deterioration of soil fertility and animal power through the abolition of
the practices of fodder cultivation and fallowing which formerly aided
towards nitrogen fixation in the soil. There is no possibility of rehabili-
tating intensive farming except by overcoming the handicap of sub-
division of holdings by either consolidation of holdings or consoclidation
on the basis of crops. The village will have to be divided according to
the crops cultivated and each cultivator will be given, say, two compact
blocks, one in the low-lying rice land and the other in the relatively
high land which grows rabi. This will ensure hoth security and the
economic advantage of compact farming. In the tube-well region in
U.P. and in other areas as well, consolidation of cropping converts the
appearance of the village area to that of a single farm consisting of fields
of cane, wheat and other crops instead of the chess-board appearance
of the land of most villages. The individual still owns his particular
portion of any one block and he may still farm it as a separate unit; but
close association of persons growing the same crop invariably leads to
co-operative work on the block as a whole ; it makes the utilization of
co-operatively owned implements easier, and it facilitates the demon-
stration of improvement and stimulates rivalry towards better produc-

tion.
Consolidation of cropping is easier than consolidation of holdings by

co-operative societies, though the latter has achieved remarkable suc-
cess in the Punjab, where there are now about 700 co-operative consoli-
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dation socicties, and the area consolidated from 1921 to 1937 was about
800,000 acres. In U.P. there are now about 130 co-operative societies
and the total area consolidated so far is about 56,000 bighas. The Punjab
has deputed one Assistant Registrar and 15 Inspectors of co-operative
societies and 180 Sub-Inspectors to this phase of the Co-operative Move-
ment.

Co-operaiive and Collective Farming.—Ostrich provinces which
would not re-examine the present credit situation of the Co-operative
Movement nor iace economic realism in the debt-ridden und credit-
unworthy villages arc icading the Co-operative Movement to further
futility and disaster. o facilitate credit for the mass ol small tenants
who have now sunk below the credit line, it is esscutial to improve the
scale of farming as the basis of credit by means of consolidation. It is
probable that due to the fact that the majority of holdings have reached
an uneconomical size the problem can only be solved by legislation mak-
ing it compulsory for the cultivators to accept re-stripment when the
cultivators of more than say, one-third of the cultivated arca of the
village agree to consolidation. Co-operative and Collective Farming
Societies should also be organised which should pool bullocks, ploughs
and seeds and undertake agricultural operations in cormnmon. It has
been the practice of small cultivators to borrow seeds and bullocks from
among themselves when they cannot obtain credit from the money-
lender. As the latter has become shyer due to the recent debt reliel
legislation, the cultivator has curtailed his expenses for the preparation
of the land and is getting a lower crop-yield, and here and there land
also remains fallow. The situation can be successfully tackled by the
establishment of the Collective Farming Society through which the small
tenants may organise themselves for joint-ownership of cattle; joint
cultivation and an equitable sharing of the produce in consolidated hold-
ings according to the quota of labour from each family estimated by some
pre-determined form or standard.

Co-operation and the Land-less Class.—But such collective farming
societies would be even more necessary for the landless classes. In the
U.P. agricultural labourers, numbering about 34 lakhs in 1931, had in-
creased by almost 10 lakhs since 1921 at the expense of tenants who have
either lost their holdings altogether or derived more income from labour
than from cultivation. In Bihar, there are whole villages of entirely
landless population, who eke out a scanty living on makai in favourable
moenths and are unemployed and starve in lean months. The number of
agricultural labourers here is 39.7 lakhs; these increased by 19 per cent
between 1921 and 1931; and now form 19 per cent of the total agricul-
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tural population. For every 25 non-cultivating landlords and tenants,
there are about 725 agricultural labourers in Bihar, as compared with
200 labourers in the U.P. As the pressure of population on the soil in-
creases and holdings become sub-divided and uneconomical, more ten-
onts join the vast army of agricnltural lahourers or become earth-diggers
and road-menders or leave for Bengal and Assam for domestic service,
plantation and othev labour. Manv agricultural labourers who do not
leave the villase are reduced through indebtedness to the position of
serfs; bound hand ond foot for generations to the holdings where they
toil and moil without having the wherewithal to pay off ancestral debts.

Public oninion should he so focussed and mobilised on this problem
that all landlords and tenants declare on a fixed day that thev set free
all their bond servants, as it has rccently been done for the Dublas in
Bombay. Agricultural wases naid in kind should he standardized, and
perhans a minimum wage fixed at 5 annas per diem. It will be neces-
sarv also for Government to start a Re-settlement Depertment, as in
Italv and the U.S. A ., for opening out new lands in such sporsely nopu-
Inted districts as Kheri, Gonde, Bahraich in the U.P. or Champaran,
Purnen and BhaooInur in Bihar and also in Chota Nagpur for coloni-
zation by the discharged serfs. Co-onerative Reclamation and Settle-
ment Societies in the uncultivated wastes under the supervision of
Government will be helpful. The experience of the co-operative colo-
nization scheme at Gosaba in the Simdarbens should have its lessong
for this province. Finally, Collective Farming Socicties should he esta-
bliched in villnaes wherever the landless ponulation forms more than a
fifth of the {atal population, and these would obtain land on tenant lease
from the Zamindars and parcel it out among the land-less classes for their
joint cultivalion. Co-operation may be used as an cffective implement in
stebilizing hankrupt tenants and aoriculfural labourers. In planned
co-operation the reorganjsation of primary societies is impossible with-
out rehabilitating manv members, who have now lost solvency and this
necessitates organisation on a wide scale of colleetive farming for
bringing up the Tatter 4o the line of normal credit.

The Muliinle Purnose Saociety: FEnforcement of Co-operative
Marketine.—With the rchabilitation of the weaker members tha
primary societies will gain in strength. As their outstandings will he
reduced by writing off a portion of their dues, the Central Banks will
also have to reduce their dues from the Primary Societies pro tanto.
Where the societies hecome too small after weeding out the
undesirables, their size may be expanded to include as many well-
to-do cultivators in the village as possible. Old members whose debts
may he scaled down would require a reasonable period for the repay-
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ment of their loans. It will be necessary in my view in the interest
of ensuring prompt re-payment and avoiding chances of default to
prevent private sale of crops by the members. The Co-operative
Societies themselves will have to organise the storage and sale of the
major crops. In other words, the mere credit society will have to
transform itself into a Multiple Purposes Society, backed by legislation
prohibiting cultivators from utilising the sale-proceeds of their produce
without first paying off the societies’ debts, subject of course to the
prior claims of land revenue and rent. The English Agricultural
Credits Act, 1928, includes a provision making it illegal for members
to dispose off the crops before meeting the dues of the Co-operative
Societies. In view of the assistance which cultivators and primary
societies will obtain from the public exchequer the cultivators cannot
reasonably object to their being compelled to dispose of crops
only through the co-operative sales society.

In several agricultural countries in Europe crop finance or short-
term credit from season to season is given on the basis of the bank or
co-operative society having a lien on the crop, and warrants, backed
by agricultural produce, have currency as simple commercial bills.
In Egypt the agricultural credit establishment of the Government
grants loans in cash or in kind in the form of seeds and fertilisers,
such loans being secured on the crops themselves. Crops are sold
through the agency of this establishment. I was delightfully surprised
to find in the villages of France during a visit to their co-operative
societies that hardly any crop worth anything is bought and sold pri-
vately, such being the hold of the co-operative organisation on the
farmer’s life. In Hungary the form of advances is known as ‘green
credit’ i.e., credit granted against standing crops. In South Africa
the law lays down that where in any area 75 per cent of the producers
are co-operatively organised and handle 75 per cent of the product,
the Minister may, at the request of such organisation, prescribe that
all producers of that agricultural product within that area shall sell
their product through the co-operative society or company.

In India, as in the case of compulsory restripment and consolida-
tion, the percentage should be brought down to a much lower figure,
say, 33 per cent of the producers, who may compel the rest to market
their crops through the co-operative sales organisation. It will be
expedient to run the marketing side of the co-operative society on a
limited liability basis, introducing not merely well-to-do cultivators but
also banias and money-lenders who have so far fought shy of co-opera-
tive societies because of the principle of unlimited Hability. It will
be to the interests of the bania, when co-operative marketing is forced
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on the village, to build a warehouse or godown which may earn some
rent from the co-operative society. On the other hand, the co-opera-
tive society will gain both from the bania’s experience and investment
of share capital. Some societies in the U.P. combine both the prin-
ciples of limited and unlimited liability for different functions. In the
rectification and re-organisation programme we should not make
a tetish of the unlimited liability principle as we did in the past, but
should organize the multiple purposes sociely on the limited liability
principle retaining unlimited liability for the credit side of the busi-
ness of the society,

In a system of organised warehouses where the -cultivators'
crops may be stored from season to season the co-operative society
will lend money against warehouse receipts, and the banias who are
members of the society may materially help the successful working
of the warehouses due to their long and intimate connection with
the grain markets of the country.

Co-operation, an Offensive on All Fronts—As the standards of
rural living, marketing and business improve, different agencies of
rural uplift will develop, and this both in the single village as well
as in the circles or groupings of villages, which become broader units
of economic attack as represented by Central Banks, Marketing
Boards and Union Panchayats. On the other hand, activities in the
different fields of agriculture, co-operation, sanitation, education and

50 on act and react upon one another. That is essentially the meaning of
rural planning.

Agriculture prospers through improvement of credit and marketing
facilities by co-operation and of the technique of manuring, irrigation
and farming practice by agricultural field demonstration. The advan-
tages of cheap credit are nullified if farming be inefficient or if farmers

* waste money over social expenditure and litigation, or become chronic

victims of malaria. Organised marketing fails if the farmers do not
select their seeds nor consolidate their cropping and holdings. One of
1.:he striking instances of linking agricultural, marketing and credit
Improvements together is afforded by the Cane Growers’ Co-operative
Societies in the U.P., and Bihar. An all-sided programme, including
Improvement of seeds, manuring and agricultural implements, construc-
tion of roads, marketing and the building up of ‘a common-good fund’
has been characteristic of this co-operative effort. But surely such a
concerted offensive has touched only the fringe of agriculture. All the
major crops and not merely the cash crops should be brought under the
scope of the Co-operative Multiple Purposes Society for agricultural

production, tredit and marketing. Co-operative education should also
-3
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embrace social reform. The excessive burden of uneconomical and
superfluous cattle on tiny holdings is to-day a most serious handicap
of small farming. No benefits from the improvement of foed supply or
distribution of good breeding bulls can accrue nor co-operative
dairying succeed if farmers do not get rid of the present prejudice for
the maintenance of useless, superfluous beasts. Finally, the social and
economic aims of co-operation are vitiated if the peasantry multiply
without restraint, outreaching not merely the out-turns of their fields
but also the facilities of education and sanitation that may be provided.
Thus planned co-operation must be an offensive on all fronts. Weak-
ness or indefensibility in one sector will establish the foe in no time
within the entire territory. The peasant’s life with its inefficiency,
simplicity, fear and ignorance is one undivided whole, and that rural
programme succeeds which can improve him from all sides, economi-
cally, socially and morally.

THE BOMBAY PROVINCIAL CO-OPERATIVE BANK
By

Vaigkunt L, MEHTA,
Managing Director

It is now thirty-seven years since the Co-operative Movement—
originally confined to credit—was first introduced in India. The promo-
ters of the movement in the early days expected that if the rural credit
societies were not able to raise locally, either from members or non-
members, the funds required for being advanced to individual members,
this need would to some extent be supplied by the neighbouring urban
credit societies which might be expected to possess surplus funds. In
the initial stages loans for small amounts were received from Govern-
ment, free of interest for the first few years and bearing a very low rate
of interest thereafter. But so early as 1906 the then Registrar of Co-
operative Societies found it so difficult to meet the demand for funds that
he induced a few friends to start in Bombay an urban co-operative credit
society for the purpose of providing capital for rural societies in the dis-
tricts. Sir Vithaldas D. Thackersey and Sir Lalubhai Samaldas then
conceived the idea of starting a bank, the sole business of which would
be to finance co-operative societies, and which should have as a promin-
ent feature of its financial mechanism a scheme of debentures with
interest thereon to be guaranteed by Government. After considerable
discussion between the Government of Bombay, the Government of India
and the Secretary of State for India, approval was accorded to the
scheme and in accordance with a formal agreement between the promo-
ters and the Government, the Bombay Central Co-operative Bank was
registered on 11th October 1911 as an urban co-operative credit society
under the Government of India Act X of 1904.

The Bank’s working is governed by its own bye-laws and the agree-
ment with Government, subject to the provisions of the Co-operative
Sucieties Act and the rules framed thereunder. The Bank commenced
operations by taking over the loans allowed to societies in various dis-
tricts by the Bombay Urban Co-operative Credit Society and also the
Tagavi loans of Government (under the Agriculturists Loans Act) in a
group of 29 villages in the Nira Canal tract. The area of operations
of the Bank extended all over the Presidency proper; Sind which then had
a separate Co-operative Department was not included within its jurisdic-



20 THE INDIAN Co-on':m'rrvn Review (.fAN.—-MAn. 1941)

tion. Soon after it was brought into existence attempts were made to
start District Central Banks; and some of the urban societies such as
those at Surat, Broach and Ahmednagar, were gradually transformed
into central banks for their respective districts. The desire of various
districts to have local banks of their own got a stimulus as a consequence
of the recommendations of the (Maclagan) Committee on Co-operation
in India, and more local banks came to be started on the lines laid down
by that Committee. At the same time, the Bombay Central Bank utilized
as its responsible local agencies the Guaranteeing Unions of Primary socie-
ties which too came into existence in response to the recommendations of
the Maclagan Committee, It was not until 1920 that the policy was laid
down that there should be only one financing agency in any one tract and
steps were taken thereafter to prevent overlapping of operations and to
delimit the sphere of influence of the Bombay Central Bank in its direct
relations with primary agricultural societies. The Bank's business in
areas served by District Central Banks was transferred to these banks
wherever the latter agreed to take it over. In harmony with the change
in its status the name of the Bank was altered to the ‘Bombay Provincial
Co-operative Bank’ in 1924, to denote that the Bank’s primary function
would be to serve as an apex bank balancing the surpluses and defi-
ciencies in the resources of its affiliated banks. Nevertheless, the Bank
continues to have direct relations with primary societies in a few dis-
tricts where its business with them has not yet been taken over by the
existing central banks for various reasons, either because the areas are
very backward or the frozen amounts locked up are very large or local
banks cannot be organized to take over the operations. The Bank has
recently investigated the possibility of converting some of the branches
into banking unions as recommended in the Reorganization Report sub-
mitted to the Government of Bombay by Mr. M. D. Bhansali, Registrar
of Co-operative Societies and the writer of this article.

From the outset it was realized that where the Bank transacted busi-
ness on any considerable scale, it should establish some link with socie-
ties in the area by opening a branch; and in pursuance of this policy a
branch was opened at Baramati in the Poona District, when the Bank
took over the Government’s loan operations in that tract. The next
branch to be opened was at Kopergaon in the Ahmednagar District to
serve the group of societies for sugar-cane growers on the Godavari Canal
which the Co-operative Department had organized. After 1920 the Bank
definitely came to the conclusion that in districts where it had to continue
business relations with primary agricultural credit societies, it should
"establish branches so as to be in close and constant touch with the socie-
ties and their members. Accordingly, the number of branches grew
gradually and the opening of a branch at the district headquarters was
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usually followed by the provision of similar facilities in the taluka towns
of the same district. Hence the increase in the number of branches indi-
cates not.so much the expansion of business as the extension of facilities
to outlying rural centres where there are compact groups of societies. The
only primary societies financed by the Bank which still remain to be
served by local branches are the few scattered societies in the Ratnagiri
and Kolaba districts. The Bank has no direct business relations with
primary societies in the whole of the Karnatak and in the districts of
East Khandesh, Surat and Broach (excluding the Panch Mahals
division). Where the volume of work is small, a sub-branch is opened,
which may not be open throughout the week and where all types of
banking operations are not conducted. The number of branches at the
close of the year 1940 was 31 distributed as under :—

District. Branches. Sub-Branches.

Satara
West Khandesh
Ahmednagar
Nasik
~Thana
Panch Mahals
Poona
Sholapur
Ahmedabad

s b D wow > 0

31 7

In some districts arrangements are made at the request of the local
societies and the Branch Committees for the receipt of repayments and
disbursement of loans in central villages. The number of such approved
pay-centres is three. Attached to each branch is a Branch Committee
which is entrusted with various duties and powers including the power
to sanction loans and credits to societies subject to certain restrictions.

At the outset, the entire body of the Bank’s members were indivi-
duals, with the single exception of the Nagar Central Bank. Before long,
however, the Directors appreciated the desirability of getting co-opera-
tive societies to become members, and special facilities were provided
for the purchase of shares from existing share-holders for societies which
were anxious to become members. Though a few primary agricultural
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societies did take advantage of this offer, in the early days it was mainly
the Central and Urban banks that purchased the shares of the Bank to
any appreciable extent. Since 1925, with the enactment of the Bombay
Co-operative Societies Act XV of 1925, it has been made obligatory for
all borrowing societies to become members and at present out of a total
of 3267 members, 2005 are co-operative societies. The share-holding of
co-operative societies, including central and urban banks amounts to
Rs. 6,76,150 out of a total of Rs. 12,99,850. Although the original bye-
laws allowed voting to be based on the number of shares held, under the
law now in force in Bombay every member, whatever his holding, exer-
cises only one vote. In the original Board of Directors there were in-
cluded two Directors connected with rural interests, one of them a
chairman of an agricultural credit society on the Nira Canal. Later on,
representative co-operators from various parts of the Province were
taken on the Board, and in 1920 it was decided that Central Banks should
be represented on the Board by four Directors. In 1924, it was further
decided that this representation should be by direct election and that in
addition there should be two representatives of agricultural societies
financed by the Bank and one of urban societies financed by it. This
scheme underwent a slight modification in 1932. There is a Board of
fifteen members at present (including the Managing Director) of whom
three represent central banks, two urban banks, three agricultural socle-
ties (the election being conducted through the Branch Committees) and
seven individual shareholders elected at the General Meeting.

That the Bank has been able to serve as a balancing centre for the
Co-operative Movement in the Province is evident from the fact that out
of a total sum of Rs. 1,85,03,296 held by it in deposit, so large a portion
as Rs. 94,46,720 is received from co-operative institutions, mainly
Central and Urban banks. On the fixed deposits of co-operative institu-
tions a slightly higher rate of interest is offered than to individuals.
That rate, it may be observed, is regulated from time to time according
to the conditions of the money market, but is, however, the same as is
quoted by the best banks in Bombay on their fixed deposits. Another
important class of depositors are public bodies—local boards, municipa-
lities and school boards—which deposit substantial sums with branches
of the Bank. Deposits from these can be accepted without limit as to
the amount, in accordance with Government Resolution No. 140-A of
3rd August 1938. The Bank had until 1928 cash credit
arrangements with the Imperial Bank of India but those were
stopped in that year as the legal advisers of the Imperial
Bank of India held that that Bank would not have adequate security for
its lendings in virtue of the terms of the debenture trust deed of the
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Bank. The Government were approached in the matter and it has been
decided that as cover against the floating charge of the debenture holders,
the Bank should deposit with the Finance Secretary of the Government
of Bombay, securities equivalent in value to the amount of the deben~
tures issued by the Bank. This deposit of securities had now been made.
The Bank has cash credit arrangements with the Reserve Bank of India,
the Imperial Bank of India and the Bank of India Ltd., against Govern-
ment securities. In addition it obtains call deposits or loans from scheduled
banks at current rates of interest. Arrangements for securing accommao-
dation from the Reserve Bank of India against co-operative paper as pro-
vided in the Reserve Bank of India Act are under negotiation.

The Government of Bombay have authorized the Bank to raise de-
bentures to the extent of Rs. 20,00,000 on which interest is guaranteed
by the Secretary of State for India in Council until the debentures are
redeemed. The debentures bear interest at 4 per cent. and have a
maturity of 28 to 41 years. A sinking fund has been built up at the
rate of one to two per cent on the amount outstanding by way of
debentures, the contribution varying according to the average rate
charged by the Bank on its lendings. This fund is invested separately
in approved trustee securities and is held in the names of the Trustees.
Debentures to the extent of Rs. 7,80,000 were sold before 1915, but after
the outhreak of the War and the subsequent rise that took place in rates
of interest in the money market it was not found possible to place any
more debentures on the market. In 1926 when proposals for the crea-
tion of a land mortgage organization were placed before Government
they called upon the Bank to function temporarily as a central land
mortgage bank financing the operations by raising additional deben-
tures. Government themseclves agreed to subscribe to debentures of
the value of Rs. 5 lakhs. Debentures of the value of Rs. 2 lakhs were
taken up by Government but the remaining three lakhs were sold to
private parties and co-operative institutions, as in 1932-33 Government
expressed their inability to invest in the debentures at the rate at which
the Bank was able to market them elsewhere.

Immediately after the starting of the Bombay Provincial Co-opera-
tive Land Mortgage Bank, Ltd., negotiations were opened for the trans-
fer of the Land Mortgage Department maintained by this Bank, but the
final transfer has not yet been completed. The Government have kindly
consented to consider the question of reimbursing the Bank for the loss
incurred on the creation of the land mortage department on the sub-
mission of the particulars of the financial position of the land mortgage
department after the loan adjustments of the three primary land mort-
gage banks have been completed.
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At the request of Government, the Bank agreed in 1922 to serve as
an agency for the distribution of loans under the Land Improvement
Loans Act. Government issued a special set of rules in that year pro-
viding for the grant of an allotment to the Bank to be disbursed by it
to co-operative societies for works of land improvement, finance being
made available by the Bank through Central Banks in areas served by
them. The rate of interest for the ultimate borrowers was to be the
same as they would pay direct to Government in case they borrowed
from the local Revenue authorities. The Bank agreed to charge only
a margin of 1} per cent. for its management expenses in case of advances
to Central Banks and % per cent in case of loans to primary societies.
Under the Rules, loans were sanctioned jointly by the Bank and the
Registrar and preference was given to co-operative schemes. The total
allotment -drawn from Government were Rs. 9,80,300 but these allot-
ments have been stopped since 1936 mainly on the ground that the Bank
was in a position to give petty loans for land improvement out of its
own resources while large loans could be had from land mortgage banks.
Of the sums borrowed from Government, the amount now payable
to Government is Rs. 32,400 against which Rs. 56,430 is outstanding
from societies and central banks, excluding outstandings from societies
and banks in liquidaticn.

The original bye-laws of the Bank provided f{or its interesting itself
in the work of selling on commission agricultural produce on behalf of
members of societies and supplying to them agricultural requisites such
as manures, fertilizers and improved implements. This business was
first undertaken at Baramati and Nira on the Nira Canal through a
shop run jointly on behalf of societies and the Bank. Similar arrange-
ments were later on introduced at Kopergaon on the Godaveri Canal
and at Belapur on the Pravara Canal. The Bank’s experience of this
work led it to organize shops for marketing and supply at Kolhapur
(for societies in the Walva Taluka in Satara District), at Kurduwadi
and Akluj in Sholapur, at Malegaon in Nasik and at Dhulia, Dondaicha
‘and Shirpur in the West Khandesh District. The shops at all the centres
after having worked successfully for a number of years have been
transferred to newly registered co-operative purchase and sale unions
or societies, there remaining with the Bank only one shop at Akluj.
The Bank has reopened its shop at Malegaon due to temporary
suspension of business by the sale society there. As a part of
the programme of marketing organization, shops were opened in the
season of 1940-41 at Mandgaon and Igatpur (Dist. Nasik) and at Sant
Road (District Broach and Panch Mabhals). Through the shops efforts
have been made to introduce new varieties of seeds, manures, fertili-
zers and implements including power driven cane-erushing

s
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plants. At those shops it became necessary for the Bank to make ad-
vances against agricultural produce pending sale or delivery or against
requisites sent for disposal on consignment account and the bye-laws
of the Bank were modified to permit this being done. Though power
is assumed to deal direct with individuals who are members of the Bank,
advantage is taken of this facility only where no other local organization
such as an urban bank or purchase and sale society can take up the
work. The minimum amount that can be advanced is fixed at a figure
higher than the maximum amount that can be sanctioned by an urban
bank or the sale society operating in the area.

For the convenience of members of societies special arrangements
have been devised, in consultation with the Registrar, to grant
advances to such members on the security of their gold and
silver ornaments. The procedure of applying through societies and pro-
ducing certificates from office-bearers was felt as irksome by members.
To meet these difficulties, the bye-laws of the Bank were suitably
amended to facilitate such operations. A new type of B class members,
drawn from persons who are members of affiliated societies, has been
created to whom advances against agricultural produce and goods can
be made by the Bank direct. The number of such members is at pre-
gent 40. Advances against valuables can also be made to members of
the Bank itself. Accommodation on the security of manufactured indus-
trial products or raw materials can be allowed to industrial co-operative
societies and assistance given in the purchase of raw materials or the
sale of finished products. At present financial assistance of this type is
granted to various district co-operative industrial associations.

All the district Central Banks in the Province are affiliated
to the Provincial Bank although at present only one bank borrows from
it against co-operative paper. All the affiliated banks use the Provincial
Bank as their balancing centre and overdraft accommodation is allowed
to them against Government securities or fixed deposits on special terms.
Similar facilities are allowed to urban banks which wish to carry on,
inland exchange banking operations with Bombay. Thus the Provin-
cial Bank indirectly provides fluid resources for the movement as a
whole. The Bank also functions as a clearing house for the affiliated
banks all over the Province and special arrangements have been devised
for the discounting and collection of cheques drawn on co-operative
banks. Through the medium of current accounts at the Bank, co-opera-
live banks in various centres are able to conduct a fairly substantial
volume of remittance business arranging for the transfer of funds from
one centre to another. Recently the Bank has entered into arrange-
ments with the Bankers’ Clearing House for the clearing, through its

4
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agency, of cheques drawn on approved co-operative banks in the City.
The Bank was admitted to the membership of the Clearing House in
the year 1930 and is among the leading members in respect of the
number of cheques cleared through its agency. It may be added
that the Co-operative Department with the approval of Government tc?ok
special steps in 1922 to promote the development of the banking side
of the activities of the Co-operative Movement by permitting the open-
ing of accounts and allowing the use of cheques, drafts, hundies and
other instruments of credit. Though in the earlier years banks used
to take some advantage of the facility of free remittance through the
Treasury granted by Government, in accordance with the new orders
issued by the Reserve Bank of India no free transfers of funds are now
permitted to co-operative societies.

Of the total working capital of the Bank, amounting to Rs. 2,37,37,170
at the close of the year 1940, investments in Government and other
suthorized securities amounted to Rs. 81,12,964. Short term deposits
are kept with joint stock banks and other Provincial Co-operative Banks
approved for the purpose by Government. The provision of liquid re-
sources is much in excess of the figure of 40 per cent of liabilities at
call prescribed by the Agreement with Government, and ordinarily the
Bank has always been troubled with the problem of idle balance for
which it cannot find suitable employment within the Co-operative Move-
ment, The amount of advances including the sums involved in over-
drafts and cash credits to banks and loans against produce and valua-
bles was Rs. 87,60,966. The bulk of the advances are to affiliated pri-
mary agricultural societies which number 1283. It may be noted here
that while the standard of repayments was high prior to 1920—except
since 1927 in the Deccan Canal areas—with the fall that occurred in
commodity prices the volume of overdue loans has grown considerably.
In spite of the best efforts on the part of the Bank the percentage of
overdues still remains high. In the Canal areas there was a heavy fall
in the price of gul (raw sugar) in 1927, and this combined with a few
local factors brought about a very difficult situation even earlier.

It may be noted here that in the early days Government assisted
the Bank by placing at its disposal a staff of Special Mamlatdars, origi-
nally paid entirely by Government and later on partly by Government
and partly by the Bank. In course of time, and particularly since 1920,
the Bank began engaging its own staff but the services of one Special

Mamlatdar were retained till recently for the group of societies for Bhils

in the Dohad Taluka. He has now been replaced by a more junior
member of the staff of the Co-operative Department. These societies
are intended for the aboriginal community of Bhils and the Supervising
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Officer working under the Co-operative Department attends to their
supervision and control. Similar arrangements have been made for co-
operative societies for Bhils in the Taloda Taluka and neighbouring
parts of the West Khandesh District. In all other areas the Bank has
its own staff for inspection, the total strength of the inspecting staff
being 46. The duties of the Inspectors are to scrutinize the applications
for loans and credits and to check the statements of normal credits on
the basis of which finance is required, to verify the statements of the
landed assets of members, to stimulate recoveries and generally to
inspect the working of affiliated societies. Branches in different dis-
tricts are grouped together conveniently in seven circles and one Senior
Inspector is placed in charge of each circle. Both the Managing Direc-
tor and the Manager visit branches and important groups of societies.
They or the Directors of the Bank also attend the general meetings
held once a year at branches at which are considered reports of work-
ing and matters of common interest.

Various measures have been taken by the Bank within the limits
of its own capacity to meet the situation created by the Depression.
One of the most prominent of these is the adoption of a policy of revi-
ving #nd continuing the business of societies even with growing over-
dues by the promise of fresh finance upto the limit of repayments.
Every inducement is held out to members of societies to repay to the
best of their ability, in consideration of which fresh finance is promptly
made available against the repayments. Due care is taken to see that the
burden of debt instead of increasing is gradually reduced from year
to year. Extensions for the payment of the balance of the loans are
allowed where repayments are made on this basis. During the last few
years, special steps have been taken for the rectification of the mis-
managed or defaulting societies. With the deterioration of the agrarian

'situation, a number of wezk societies have had to be taken into liquida-

tion. At present, the number of societies in liquidation, which have
outstanding loans payable to the Bank, is 100, and the amount payable
by them is Rs. 20,76,495. To expedite the process of liquidation, which
was very dilatory, Government have approved of the appointment of
the Bank as liquidator. The work is distributed by the Bank among its
inspecting staff.

In the year 1936, the rate of interest for first class primary agricul-
tural societies was reduced to 6 per cent the maximum interest charged
being 7 per cent. In addition, the Bank has fallen in with the scheme
adumbrated by the Registrar from time to time to permit societies to
give a special rebate to their members. Owing to the peculiar
condition of canal societies the rate of interest for old outstandings was

- eubstantially reduced in the year 1935 with a further reduction, extend-
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ing to full remission of interest, on a graduated scale based on repay-
ments. .The percentage of repayments necessary for eligibility for fur-
ther rebate in the case of weak canal societies was so brought down that
with payment of full interest at the ordinary rate the society could ob-
tain full remission of interest, the repayment having then to be adjusted
to principal account. Similar concessions have now been allowed to
weak and stagnant societies in other areas. Reduction in the rate of
interest in financially weak societies is also considered on the merits
of individual cases. Rebate in interest of long term loans to the extent
of 14 to 16 per cent is also allowed.

The Bank provides informally arrangements for giving practical
{raining in co-operative banking to the office and field staff of central
and urban banks. Refresher courses have been arranged from time to
time for the staff of the Bank itself as well as of other banks. Members
of the staff are encouraged by the grant of bonuses to go in for examina-
tions of the Institute of Bankers.

The Bank’s Agreement with Government prescribes that after the
Bank has paid to its shareholders a dividend at the rate of 6 per cent. the
surplus profits, if any, have to be shared at the end of every three years
equally between the members and borrowing societies. Contributions
to the Reserve Fund too are to rank as payment to shareholders. The
borrowing societies get a rebate out of the share of the profits on the
basis of the interest paid by them to the Bank. Since the formation of
the Bank upto the year 1930 rebates amounting in the aggregate to
Rs. 1,87,900 were allowed to borrowing societies having been equi-
valent in some trienniums to a reduction by over one-half per cent in
the rate of interest. With the reduction in the rate of dividend below
6 per cent, the triennial rebates payable under the agreement were dis-
continued but the Bank paid instead special rebates to deserving
borrowing societies amounting to Rs. 46,547 including Rs. 10,000 paid
on the occasion of the Bank’s Silver Jubilee. It further paid by way
of encouragement to well-managed societies rewards in kind amounting
to Rs. 2,300 approximately. The rate of dividend paid by the Bank,
which was 6 per cent since the commencement and slightly higher for
10 years, had to be brought down to 3% per cent. The reasons for the
reduction are : —

(1) accumulation of surplus balances for which remunerative
investment could not be secured ;

(2) increased provision against doubtful debts ;

(3) growth of unpaid interest, necessitating provision against the
same out of the profits ;

3
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(4) loss of interest on balances due from societies in liquidation;

(5) increased provision for remitting or reducing the interest
charged.

The Bank completed 25 years of its working on 11th October 1936,
but owing to the unfavourable agricultural season in several parts of
the Presidency, the Board did not deem it proper to incur expenditure
on any formal observance of the Bank’s Silver Jubilee. To mark the
occasion in a suitable manner, a special Jubilee Bonus was paid to
members as a further dividend at 1 per cent per annum in addition to
the ordinary dividend paid at 5 per cent and special Silver Jubilee
Rebate to societies and special Silver Jubilee bonus to the staff were
given.

The Bank has interested itself in the holding of periodical confer-
ences at which representatives of the central financing agencies and of
urban banks meet together for discussion of matters of common in-
terest. These activities and the interest shown in the discussion of
matters of common interest led to proposals being put forward for a co-
ordinating agency for the financial side of the Co-operative Movement
in the Province. A body called the Bombay Co-operative Banks’ Asso-
ciation was started in the year 1939 and the Bank is actively associated
with its working. The Bank also took a prominent part in the formation
of the Indian Provincial Co-operative Banks’ Association of which it con-
tinues to be a member.



THE SIND PROVINCIAL CO-OPERATIVE BANK
By

RAo BAHADUR SHIVRATAN G. MOHATTA,
Chairman.

Amongst the Provincial Co-operative Banks in India, the Sind
Provincial Co-operative Bank occupies a unique position inasmuch as
it is the only Provincial Bank in India that directly finances the agri-
cultural societies in the Province, the District Central Co-operative
Banks in Sind having been amalgamated with it and now working as
its branches. The history of this Bank may be divided into three
periods: — (1) pre-amalgamation period from 1919 to 1934; (2) amalga-
mation period from 1934 to 1936 and (3) the crisis of 1937 and after.
We shall briefly describe the working of the Bank during these three
periods.

(1) Pre-amalgamation period.—Uptil 1919 there was no central
agency in Sind to provide finance for the co-operative agricultural socie-
ties in Sind, then numbering about 125. It was through the efforts of
the late Khan Bahadur Azimkhan, the then Assistant Registrar, Co-
operative Societies in Sind, and with the active co-operation of some
of the most prominent leaders of Sind such as Seth Gulamali Chagla,
Messrs. Jamshed Nusserwanji Mehta and Jairamdas Doulatram, and
the late Messrs. Gulam Md. Bhurgari, Harchandrai Vishindas, C.ILE.
and Principal S. C. Shahani that this Bank was registered in 1919 under
the name of Sind Central Co-operative Bank, Ltd. to serve as a central
financing agency for the co-operative societies in the province. With
the establishment of the central financing agency and the efforts of the
official and non-official workers, the Co-operative Movement in Sind
gathered strength. By March 1924 the number of societies increased
to 550 and the working capitsl of the Sind Central Co-operative Bank
increased to over Rs. 14 lakhs, as against Rs. 1% lakhs in 1919-20,
By this time the District Central Co-operative banks in different dis-
tricts of Sind were established, while the Sind Central Co-operative Bank
was recognized as the apex bank in Sind. By the end of 1933 the num-
ber of societies affiliated to the Sind Central Co-operative Bank and the
District Central Co-operative Banks in Sind rose to over 1,200. The
working capital of the Bank rose to over Rs. half a crore. During this
period of fourteen years the Bank had made steady progress, built up

good reserves and from its very inception paid dividend to its share-
holders, the rate of dividend for 1932-33 being 5% per cent.
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(2) Amalgamation Period.—The amalgamation of the District
Central Co-operative Banks in Sind with the Sind Central Co-operative
Bank Ltd. was completed in two stages. The three District Central
Co-operative Banks of Lower Sind at Hyderabad, Nawabshah and Mir-
purkhas were amalgamated as from 1st April 1934 and the name of the
amalgamated Bank was changed to Sind Provincial Co-operative Bank
itd. At the same time the remaining two Upper Sind District Central
Banks at Sukkur and Larkana were amalgamated under the name of
Upper Sind Central Co-operative Bank Ltd. One year later the Upper
Sind Central Co-operative Bank was also amalgamated with the Sind
Provincial Co-operative Bank Ltd. thereby completing the amalgama-
tion process. As from 1st July 1935 the Bank worked as a full fledged
Sind Provincial Co-operative Bank, Ltd. with Head office at Karachi
and branches at Hyderabad, Nawabshah, Mirpurkhas, Sukkur and
Larkana. The first amalgamation of the Lower Sind District Central
Co-operative Banks with the Sind Central Co-operative Bank led to a
strong agitation created by interested parties and resulted in considera-
ble withdrawal of deposits both from the Sind Central Co-operative Bank
and the Lower Sind District Central Co-operative Bank. After the
amalgamation, however, the public confidence was not only restored
but the Sind Provincial Co-operative Bank began to grow more and
more strong. The Board of Directors of the Bank was expanded from
eleven Directors to twenty-three to include two representatives of each
of the original District Central Co-operative Banks. In October 1936,
a branch office was opened at Dadu, the head-quarters of the newly
constituted Dadu district. The Bank had also two local branches at
Karachi. Early in 1937 the Bank with its Head Office at Karachi, six
branches in district towns in Sind and two local branches, had a work-
ing capital of over Rs. one crore and twenty lakhs.

(3) The Crisis of 1937.—By the end of 1936 there arose a contro-
versy between the Registrar, Co-operative Societies in Sind, and the
then Chairman of the Bank over certain matters of policy, with the
result that there was a split amongst the Directors of the Bank. While
the controversy raged the public deposits continued to be withdrawn so
that between May 1937 and January 1938 no less than Rs. 40 lakhs were
withdrawn from the Bank. The inevitable crisis was however averted
by the Provincial Government coming to the help of the Bank with a
loan of Rs. 8 lakhs and other measures to restore public confidence. In
their communique dated 25th January 1938 the Government of Sind
decided to take the following measures: —

(a) to invite some person with wide experience of banking and
of the Co-operative Movement to examine the affairs of the
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Bank and to advise as to the manner in which its organisa-
tion and working could be improved ;

(b) to appoint, for as long as may be found necessary, an experi-
enced officer of the Indian Civil Service as Registrar of Co-
operative Societies;

(e) to advise the Bank to take steps to provide for the consti-
tution of a Committee of Management in supersession of
the Board of Directors, the members of the Committee to
be nominated by Government and adequately to represent
the interests and command the confidence of both lenders
and borrowers.

Accordingly, in February 1938 the Government invited Mr. V. L.
Mehta, Managing Director of the Bombay Provincial Co-operative Bank,
Litd., to examine and report on the organization and working of the Sind
Provincial Co-operative Bank Ltd. An experienced I.C.S. officer was
inmediately appointed as Registrar of Co-operative Societies in Sind
and after the Bank had amended its byelaws, as desired by the Govern-
ment, a committee of nine members was nominated by Government in
April 1938 in place of the then Board of Directors. In addition to these
measures the Provincial Government by a communique assured the pub-
lic that Government would be prepared to guarantee any issue of deben-
tures that may be necessary and pending such issue would be prepared
to give further financial help to the Bank, if and when necessary.

In his report to Government on the organization and working of the
Bank, Mr. V. L. Mehta made several recommendations of which the
most important were ! —

(a) Detailed examination of debts due from members of agricul-
tural societies with a view to ascertain the exact financial
position of the societies, to write off bad debts, allow instal-
‘ments for the frozen debts and scale down the existing
debts to the level of repaying capacity of the members. To

. enable the Provincial Bank to allow long term instalments
to agricultural societies which were necessary under pre-
vailing circumstances, the Provincial Government should
guarantee principal and interest of debentures to be floated
by the Bank to make available long term capital.

(b) Changes in the constitution of the Board of Directors at
Head Office and at Branches and amendment of bank’s bye-
laws to give effect to the same.

(c) Formation of a Provincial Supervision Board for co-opera-
tive societies to more effectively co-ordinate and control the
work of the field staff engaged in the recovery of old
outstandings.

3
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All the three major recommendations and most of the other recom-
mendations were approved by Government and have been given effect
to. To allow the nominated Committee sufficient time to prepare the
necessary ground work the term of the Committee, which was to expire
in April 1940, was extended upto September 1941. The work of the
examination of the debts of agricultural societies, fixation of instal-
ments against individual borrowers and concessions in interest and scal-
ing down of debts of deserving members is now nearing completion. The
Bank’s byelaws providing for the future constitution of the Board of
Directors have since been amended as desired by the Government and
the Provincial Supervision Board with the Registrar of Co-operative
Societies, Sind, as its ex-officio Chairman has been formed. These mea-
sures. together with several other reforms since introduced, have now
placed the Bank on a firm footing. The crisis, in a way, helped the
Bank which is now in a far better position than ever before. The nomi-
nated Committee has been doing good team work. The two IC.S.
Registrars, Messrs L. T. Gholap and G. V. Bedekar, have done their
utmost to place the whole movement on a sound footing. The working
of the Provincial Bank, the relationship of the agricultural societies to it,
and the process of vitalisation of the primary societies have all been re-
organised and given proper shape. All this would not have been possi-
bie but for the active financial and moral support of the Provincial

tovernment during the most critical period in the Bank’s history.

-

The Bank has during this short period of three years practically
regained all the lost ground. The deposits have nearly touched the
pre-crisis figure. The Bank has heavy surplus funds with the result
that it has been able to reduce the interest rates to 34 per cent for cur-
rent deposits, 1% per cent for savings deposits and 2 per cent for 12
months deposits. The agricultural societies are being re-financed for
current agricultural operations for which detailed rules have been fram-
ed. It is intended to start co-operative sale and marketing societies, in
which work the new Registrar Mr. Yar Mahomed A. Memon is taking
a keen interest.

The share capital and total reserves of the Bank are Rs. 8,89,000
and Rs. 10,45000 respectively. The Bank has its own buildings at
Karachi, Hyderabad and Larkana. The Bank transacts every kind of
banking business on co-operative lines and serves both the rural and
the urban population. It has a trained and qualified staff. The Com-
mittee of Management consists of experienced business men and land-
lords of long standing and wide influence.

We are sure the bank will continue to maintain its present progress

and will be able to extend its activities and usefulness in course of time,
§



THE PUNJAB PROVINCIAL CO-OPERATIVE BANK
By

MvuLras Brai, MA,,
Manager.

Formation.—In April, 1921 Mr. H. Calvert, L.C.S., the Registrar o:
Co-operative Societies, Punjab, addressed a letter to Logal Cj;)verng:fk
on the subject of the constitution of a purely co~operat1v§ t:;lext pank
exclusively under the control of bona-fide co-operators. With tha aher
he submitted a scheme for the approval of the Goye%'nment. ;
describing the main features of the apex banl.cs existing at ?:he ui@e
in Burma, Madras, and Bombay and touch'mg on the. ch:l;;
of converting one of the larger central banks into a Provmcxald o
mostly because the individual members could not be pers*s;ane to
accept the model by-laws, he propounded a scheme on the following
lines; — .

(1) Shares to be sold to the registered societies only.. (2) The value
of each share to be Rs. 100|- (or Rs. 50|-). (3) Each Soc'u'aty t‘o take orsxe
share at least, and to pay ten rupees for every year of its life. (4) .do
long as any debentures were outstanding, no dividend would be p?)l ,
all profits would go to a Sinking Fund to redeem debentures. (Z)‘ e:;
bentures may be issued as required up to an amount not e:-:;ee mgir
times the paid-up capital, such debentures to be redeemedhatLoe 1e:g) v;z
of 16 years, and to be redeemable after ten years. (6) The ;:a. oer
ernment to guarantee interest on their debentures at .tl?e rate of six ﬁd-
cent. (7) These debentures to be made Trustee Securities by an am]:
ment of the Indian Trusts Act. (8) When all the debentures have been
redeemed the sum thus required by the bank to be divided as share
capital in proportion to shares held. (9) Thereafter, shares would carrs;
dividend at the maximum rate of one per cent over tl?e r-xormal rate ;
which the bank was attracting deposits. (10) The I-’rovmcxal liank to :
allowed to receive deposits for fixed periods, p{o.mded tl}at 4 1I:er cen
of such money was held in Government Securmgs, or, u;‘ ca; for :‘1
other approved liquid form, at call. (11) Thfe Sinking un ormthe
from the profits of the Bank to be invested in such securities as

Local Government may direct and held under the control of such Gov-

d to inspect and
. (12) The Local Government to be empowere:

ezﬁex;;d(if )default in payment of interest on debentures were made
a )

>
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for 21 days, to take possession of the business and assets. (13) Under
the scheme, it would not be necessary for the Bank to put aside any
reserve until the debentures were paid off, as the whole of the profits
would be held in hand.

The Local Government sought the approval of the Government of
India which agreed as to the desirability of establishing a provincial
bank in the province and which suggested to the former to obiain by
resolution the approval of the Local Legislature to the course which it
had proposed to follow. . Accordingly the Punjab Legislative Council
passed the following resolution on the 20th October, 1923 ; —

“ That the Council recommends to the Local Government

(a) that a Provincial Co-operative Bank should be established;

(b) that the Local Government should agree to guarantee
interest at six per cent on debentures to be issued to a
total sum of Rs. 20 lakhs and for a period not exceeding 25
years from the date of issue thereof, provided that the
Bank enters into an agreement with the Local Government
to redeem the debentures within the period named.”

The next step was registration of the Bank on December 16, 1924
by Mr. Calvert himself, although in view of the agreement which was
to become the basis of guarantee for the debentures he took special care
to obtain the previous approval of the Government (Ministry of Agri-

éulture) to the draft by-laws, proposed by him before setting his hand
to the certificate.

The Bank commenced business formally on February 1, 1925 with
@ capital of Rs. 1,11,000 but remained practically a book bank for the
first eight months, settling down and going through the preliminaries
with the assistance of its bankers viz., the Imperial Bank of India and
the Lahore Central Co-operative Bank. On 17th August, 1926 the Bank
for the first time invited the Central Banks and Banking Unions which
Were then 106 in number and several of whom
to a respectable size, to bank with it.
duce a part of the Circular here: —

had already grown up
It would be of interest to repro-

“The Policy of the Punjab Provincial Co-operative Bank, as laid
down by Mr. Calvert and provisionally approved by the Directors, is
that the Bank shall not ordinarily take fixed deposits from Central
Banks and Unions of the Punjab, but after investing in Government
Securities the money derived from its shares and establishing an over-
draft account in the Imperial Bank of India, on the basis of this invest-
Ment, shall take the surplus funds of Central Banks and Unions at a
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comparatively low rate of interest, either in current account repayable
on demand, or repayable at very short notice. The overdraft account
in the Imperial Bank of India now amounts tc a little over Rs. 1,00,000
and the Provincial Bank is prepared to accept experimentally any sur—
plus funds which Central Banks and Unions have in hand up to.a limit
(for the time being) of Rs. 50,000 trom each bank. The rate of interest
paid will be four per cent and cannot be higher, since the Provincial
Bank has to hold this money at all times available, and cannot distri-
bute it in the form of loans for a fixed term to other Central Banks.”

inter-lending.—Another six months passed. In March 1926 the
Bank oltered to accept re-deposits ot surpius funds from Central Banks
for nxed periods in additlon to current accounts with which it had start-
ed. sut mter-bank loans which were regulated by the KRegistrar himseif
pefore the iormation of the Frovincial bank continued as betore. 'Lhe
unly duterence was that now these transactions were arranged and con-
trolled by the Provincial bank itself. When an applucauon for a loan
caiie 10 w1e Frovineal bank rrom a Central Bank or Union, the Provin-
cial Bank being aware of these surpluses which were lying with the
moiussil Central sanks themselves or in its own possession as deposits
made by other Central banks, the first opportunity of lending tneir
surpius naturally fell to these depositing banks. This went on tor
three years. With the growth of surpluses in most of the banks the
complaints of non-invesument of these tunds became very insistent

Ultimately it became extremely difficult for the Provincial Bank
to reconcile the contlicting claims of the surplus banks, Some got a
larger share in the invesunent of their funds sunply because they
clamoured most. Sir Malcoun Dariing (then Wr. Larling), who hap-
pened to be Kegistrar between 1947 and 1929, found turther support in
his determiation to put a stop to the evils ot the system. Ie issued a
circular on 14th February, 1429 withdrawing his sanction for future
lending by one Central bank to another in any shape whatsoever and
making it obligatory on the Provincial Bank to accept without limit
surpiuses of the central institutions atihated to it. This made the Fro-
vincial Bank a real balancing centre in the Province.

Debentures.—To the promoters it was the raison d’etre of the Bank
to find finance for mortgage banking in this Province. In 1926 there
were 7 co-operative mortgage banks which had been granted loans for
periods ranging between 5 to 10 years from ‘Provincial Funds’ placed
at the disposal of the Registrar of C. S. to the extent of 2 to 4 lakhs of
rupees every year.  The Provincial Bank decided upon taking over
these loans from the Local Government with the proceeds of a deben-
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ture issue secured on its own assets. With this end in view two docu-
ments were executed on the 13th of August 1926 viz. (1) Articles of
Agreement entered intc between the Local Government and the Bank.
and (2) Debenture Trust Deed between the Trustees on the one hand
and the Bank on the other,

Terms of the Articles of Agreement.—Shorn of technicalities, the
main terms of the Agreement were: (1) that the Bank shall have power
to raise moneys not exceeding 3 times the amount of the paid-up capital
of the Bank for the time being subject to a maximum of Rs. 20 lakhs by
the issue of debentures charged upon the undertaking and general
assets of the Bank; (2) that the Bank shall establish a Sinking Fund in
order to provide for the repayment and redemption of debentures and
to the credit of such fund there shall be paid at the close of each finan-
cial year profits that may have accrued to the Bank during such year;
(3) that no dividend shall be payable to the shareholders of the Bank
so long as any of the debentures shall remain unredeemed; (4) that the
Secretary of State through the Local Government of the Punjab shall
guarantee the payment of interest up to but not exceeding 6 per cent
per annum during a period of 25 years or until such debentures shall
be wholly paid off or redeemed whichever shall first happen but shall
not guarantee the payment or redemption of any part of the principal
money secured by such debentures.

Terms and conditions of the Trust Deed.—Similarly the chief pro-
visions of the Trust Deed were:

(1) that the Sinking Fund and its investment shall remain under
the control of 2 trustees one of whom shall be a nominee of the Govern-
ment and (2) that the moneys secured by the Trust Deed shall be a first
mortgage over and charge on the mortgaged premises and shall take

precedence over all other moneys which may thereafter be borrowed
by the Bank.

On 1st November 1926 the Bank whose owned funds were barely
Rs. 434 lakhs ventured to come out in the money market for sale of its
series of debentures (which proved to be also the last) at par in a
single denomination of Rs. 100. The rate of interest offered was 6%
which according to the rate of interest then prevailing in the country
and in view of the Government Guarantee being confined to interest
alone, was considered to be rather low by some of the best financiers of
the Province. The response was quick and unexpected. The Bharat
Insurance Co., and the Peoples’ Bank (both were ventures of the late
Hon’ble L. Harkishen Lal who 3 years before as Minister in charge of
Co-operation had piloted the resolution for the establishment of the
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Bank through the Local Council) applied for Rs. one lakh each. Two
applications for Rupees 20,000 came from the Bombay Province, one
from U. P. and one from Ajmer. The rest were drawn from the pro-
fessional upper classes of the Punjab. Being oversubscribed an allot-
ment @ 80% was made to big applications. The proceeds were wholly
lent to Mortgage Banks @ 634%. But the status of the debentures in
spite of best ettorts of the Bank could not be raised to that of the trustee
securities. The floating charge given away to the debenture-holders on
the property of the Bank with the additional stipulation that the Bank
is not to be at liberty to create any mortgage or charge in priority to
or pari passu with these debentures proved to be a fruitful source of
embarrassment. The Bankers retused to accept the Government Securi-
ties of the Bank as cover for an overdraft or loan because the first
charge over all the property of the Bank belonged to the debenture-
helders, irrespective of the fact that the debenture floatation did not ex-
ceed Rs. 5 lakhs. In view of the persistently falling price of money it
was resolved by the Bank’s Executive Committee in August 1936 to
redeem the entire debenture loan outstanding on the completion of 10
yvears from the date of issue thereof. With the previous approval of
the Local Government and after giving out 3 months notice to the
debenture-holders the principal money of the debentures was finally
paid off on 1st February 1937, out of the accumulated Sinking Fund of
Rs. 6,27,451 leaving a surplus of Rs. 127,451 in the hands of the Bank.

hanagement and Control.—The management of the Bank has been
entrusted to an Executive Committee (Board) consisting of 33 Direc-
tors. Uf these the Registrar of Co-operative Societies and the Financial
Adviser to Co-operative Department hold office ex-officio, the rest are
representatives of member societies elected at the General Meeting on
the basis of one person for each of the 28 districts of the Province
except Simla. The remaining 3 vacancies, including for the district of
~ Simla, are filled up by the Registrar by nomination trom among the

representatives provided that 2 nominations shall not be made from one .

district. Ten members form a quorum. The Committee meets once in
2 or 4 months and decides only matters of broad policy and gives general
direction. The conduct of routine affairs of the Bank is left to an inner
body known as the Working Committee.

Working Commitiee.—This small Committee of 9 at present is
appointed by the Executive Committee from among its own members.
it meets once in 2 months and disposes of day-to-day matters of admi-
nisiration of the Bank. To it are delegated the following powers of
the Executive Committee : —
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(1) to issue new and transfer old shares. (2) to decide the terms,
periods and rates of interest at which loans are to be given. (3) to decide
the terms, periods and rates of interest at which deposits are to be
received. (4) to contract loans with the sanction of the Registrar and
to raise other capital as directed by the General Meeting. (5) to make
appointments to the staff.

Cases of urgency and loan applications are dealt with by the Presi-
dent assisted by the Financial Adviser to the Co-operative Department
within the general limits laid down by the Working Committee. These
cases are then presented before the next meeting of the Working Com-
mittee for approval and further guidance if necessary.

General Meeting.—The existence of some 12,200 shareholders, of
which 11,800 are primary societies scattered all over the Province which
in one respect constitute the backbone of the Bank, raises difficult pro-
blems of Management. How to bring together to a common forum the
representatives of all these small societies situated hundreds of miles
away from the head-quarters of the Bank is a question which yet
remains unsolved.

Under the authority of by-law 13, a device known as Sectional
(*eneral Meetings on an identical agenda has been tried but without
success. Curiously enough the difficulty experienced is not one of un-
wieldiness but of paucity. To remedy the defect several proposals have
heen put forward. One is to exclude all primaries from membership.
Another is to retain them (as recommended by the Maclagan Commit-
tee) but to hold indirect elections with the ‘tehsil’ as the electoral unit
and to finally summon not more than 150 delegates to the general meet-
ing at Lahore. The problem is being earnestly tackled just at present
and it is hoped that. before long, a workable solution would be found out.
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( Tl.xe Banking Crisis of 1931.—The year 1931 marks an important
;;2%: in t}ra; developm.ent of the Bank and will be remembered in its
li'f l;y e ﬁrs‘f ser:qu's test to which the Bank was put in its short

a v;l as‘the banking crisis of September 1931, The Bank succeeded in
v;zﬁte zz;nitix:s tsto:;]nh s: fs}lclilfully that all doubts as regards its utility

. at follows is a bri ot
tracted from the annual report of the eBi'a:is:: 1‘}‘13;1;:: ‘;fe:;lzsegmkex‘f
g;;;:}:z;: :}x:dl'a Lid, 'suspended payment on the 29th of Septembe?'nl%;
This was 3e immediate cause of the crisis. Britain's going off the golci

1 » 3 compulsory holidays on 23rd, 24th and 25th Septemb
universal economic depression were other ! i

< concomitant factors. Th

was a distinet run on th i p o
e co-operative banks in comm i joi

stock banks, which were situated at on With the joint-

places having a branch
gizf;!es 'I‘Bfnk or of the Puniab Kashmir Bank which also cclo::d t?jce
abate.d h Zy ;’er? I:ahore, Gujrat, Gurdaspur and Narowal. The 1'5
&rawal; i ays txm-e but confidence was not fully resu;red ‘%a‘nllxc
e :ntrale% de}foqu on maturity continued for 4 months fr;;m sc::n;
anks. New denos; i
Sl eposits were out of the question. Lyallpur,

ala Central B .
canda by interested partice anks were affected by hostile propa-

j Gur <

Hiss gaon, Rewari, Roht

vilr::?;l %‘::;al Banks were handicapped by SEV;re ta ;i‘r;eSKaTrzal and
£ Cal extended its support freely to all those oy e Pro-
it. Calls for accommodation which applied for

i s discovered th .
tain Cen . at fluid res
malities g:ieiael;k:ﬁ'\évere gramed by persistent withdrav::;"es ;ﬁ {é:;.
e and in most ca . ) .
after the moneys had been remitted. Ses pronotes were obtained long
Incidentaly, the sound

) ness of one of the findi
ommittee ; \ e findings of ¢
cause it leaieiogtetgizklimerfink lendings should be p:;ﬁiﬁ:;a%:n
Central Banks ng of funds, was ampl &
pressed the debt ly proved. The creditor
balances stil . ebtor Central Bank
Pk o us1 (; ;ZutSti\rﬁmg 3s a legacy of the old rzgir:eforB l::payme’.’t of
which oty - Al ;)f them had to fall back on the Provir o
are also due 1o th;s iy akhs in a month’s time. The thanks of ?:1 Bank
s guarantee for theogg g{;"’let\hment which readily consented :oi;nk
Bank at that critical hox;r, akbs cash credit limit with the Imperie;i
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bulancing the activities of the members of the federation. The bank
performs this service in various ways: (1) accepts surplus funds with-
out limit from Central Banks and banking unions offering a reasonable
rate of interest, (2) utilises the pooled funds in providing credit facili-
ties to the member banks, (3) serves as the clearing house for the settle-
ment of cheques, bills and drafts of the whole organization, (4) econo-
mises remittances from one place to another, (3) supplies skilled
knowledge in all complicated matters of higher banking law and
practice, (6) helps in buying and selling of gilt-edged securities by
advice or by actual performance free of charge, (7) acquaints the banks
with conditions of the money market and security market by circulars
from time to time, (8) gives lead to the Central Banks by revising its

own borrowing and lending rates or by otherwise changing its policy

if financial conditions justify such a step, (9) encourages the study of

principles of co-operation, and law and practice of banking among the
staffs of the member banks. The Bank avoids competition with the
Central Banks in all spheres of its operations and offers them preferen-
tial treatment.

The Central Banks on the other hand send regularly prescribed
monthly returns to the Provincial Bank giving information about the
following matters :— .

(a) position of fluid resources (b) maturities of fixed deposits
(¢) seasonal recoveries from affiliated societies, (d) prevailing rates of
interest, (e) bad and doubtful debts, (f) overdues of interest, etc.

The relations between the Provincial Bank and the Central Banks
are based on community of interests, mutual good-will and co-operative
spirit. The question of effective control by the one over the other has
not so far been discussed.

Business of the Bank.—It is to be remembered that nearly 12,000
primary societies are shareholders of the Bank but the same societies are
also shareholders of the Central Banks. With a view to avoiding conflict
with the Central Banks and for other obvious reasons the Provincial Bank
does not deal with primary societies at all.

Advances to Central Banks.—Loans to Central Banks are made

.according to their requirements on the security of their own promissory

notes. They are not required to assign the pronotes or bonds of the
affiliated societies to the Provincial Bank. The surplus Central Banks
only borrow in a time of emergency unlike minus Central Banks, whose
number has arisen, thanks to the continued fall in prices of agricultural
produce, successive famines in some of the dry portions of the Province
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and the' nervousness of depositors as a repercussion of the Great War

The ex}stmg rate of interest charged on these loans is the Bank Ratt;
(zmpenal.Bank) subject to a minimum of 3% per cent. The duration
: a loan xs‘ge.nerally 12 months, but the borrowing bank has the option
0 repay 'Wxthm that time. Extensions are grauted for satisfactory rea-
sons for inability to pay. Since 1932 half-yearly kists are fixed on the
basis of the prospects of the harvest. The percentage of repayments i

29. Loans to banking unions are granted only in such cases v):vhere st}::

parent Central Bank refuses to
e o finance them or charges an excessive

tione?iailt: gre‘ilt:i_‘Lm“ts ranging from Rs. 2,000 to Rs. 30,000 are sanc-
l‘equiremen:sn T ThBanks anfl bankin; unions to meet their short-term
they are liable toeiz drawings are intended to be wtilised, otherwise
counted towards cance'ued‘ Nor are the undrawn limits to be
of interes ards the preseribed standard of fluid resource. Thy
nterest charged for this facility is Imperial Bank Rat - LIS Tate
minimum of 4 per cent. ate, subject to a

Overdrafts.—Tex
ed on currenttsacc':sz:o:zzybwmks haits without security are also allow
. anks have i
pledge of approved security. In addition to this o] Ge b et OB the

his all Ce
Permanent overdraft arrangement w; ntral Banks have
Bank within their easy approach. With the branches of the Imperial
Long-term Loans.—Qwin,
'T' g to the stagnant cps
morigage bankg, practically no business is carri:inil: °n of the land.
head. . now under thig

Surplus Funds,—Th
L ~—2Xhe only outlet § ym
funds is investment in trustee securit.ies?r the employment of surplus
Advances t ivi -
fixed depostt i:: E:w;;dnals.-—-Except on the security of his or her own
viduals und 2ok no other facility c ¢
under the Rules, an be afforded to indj.

Deposits.—. i
and savings banzeic;s;ts tare accepted from all parties in figeq p
accounts for individu;n S. At present no interest is allowed o;; o
for Central Bagks 1 customers, while on the same class £ current
Per cent is allowed on the daily credjt lsal:xf o
ce,
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nection with this bank. The proposal is being considered to come on
the approved list by agreeing to deposit free of interest with the Reserve
Bank 2% per cent of the demand liabilities and 1 per cent of the time
liabilities of the Provincial Bank. In return for this the Provincial Bank
will be entitled to the same remittance transfer facilities as are enjoyed
by the Scheduled Banks subject to certain other conditions.

Free R. T. Rs.—These facilities, which have been enjoyed by the
Co-operative Movement over the whole of the country since its incep-
tion, have recently been withdrawn by the Government of India. The
Local Government is being approached to compensate the Reserve Bank
for the cost involved.

Arrangements with the Imperial Bank of India.—A permanent over-
draft arrangement for Rs. 50 lakhs exists with the Imperial Bank of
India against the security of Government Paper lodged with them.
The rate of interest has recently been revised twice and reduced to
bank rate, minimum 3 per cent. Two years before it was Bank Rate,
minimum 4 per cent.

Cash Credit limit.—At one time the Bank could avail itself of a
cash credit limit of Rs. 20 lakhs on the security of pronotes of approved
Central Banks at 1 per cent above the Bank Rate, minimum 6 per cent.
It was cancelled in 1931 apparently for want of drawings on it but real-

ly on account of the paramount floating charge created in favour of the
debenture-holders.

Relation with the Indian Provineial Banks’ Association.—The Bank
is a regular member of the Association and is also represented on the
Standing Committee by a delegate.

Dividend.—Subsequent to the redemption of the debentures a divi-
dend at 4% p.c. was declared for the year 1938-39. 5 p.c,; for the year
1939-40 js being given. Accumulated dividend at 6% p.c. relating to
the period of currency of the debentures has also been distributed in
cash in place of bonus shares as was originally provided for in the
scheme of debentures.

Overdue interest—The amount has been caleulated at Rs. 57,000
and is mostly due from the mortgage banks under liquidation. The
amount is fully provided for.

Bad and Doubtful Debts.—The peculiar position of the Provincial
Bank has led to the increase of doubtful debts. They have been recent-
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ly estimated at Rs. 12-53 lakhs, the total amount on loan being
Rs. 6745 lakhs, “This is amply provided for according to the prescribed

standard under the two heads, Reserve for Bad and Doubtful debts and
Interest Received and Reserved Account.

Land Mortgage Banks.—It is not proposed here to make a
cumprehensive survey of the growth of the mortgage banks in the

Province. They will be studied only in so far as they come in the pic-

ture with reference to the operations of the Provincial Bank. They

were 7 in number in 1926, 9 in 1927, 10 in 1929 and 12 in 1930. Of
these twelve, 6 operate in wet areas and 6 in dry areas. Two having
recently gone into liquidation, the number of those in the field is
reduced to 10, It may also be mentioned that only 1 among these banks

(the first to be registered) is with unlimited liability, the rest are with
limited liability.

It is unfortunate that there appears to be no genuine future for the
land

mortgage banks in the Province. With the exception of 2 or 3, no
b

ank is advancing new loans. Their entire energies are concentrated
on the realization of frozen assets fro

m the defaulting members, Some
of the important factors responsible for the set-back may be summarized
as follows ;—

(1) The limitations set by the Alienation of Land Act~Under
this Act the land of notified agricultural castes cannot be sold to mem-
bers of castes which are not covered by the notification, It can, how-
ever, be leased for a maximum period of 20 years. The status of a
mortgage bank is that of a non-agriculturist in the eyes of the Act,
Thus the land of an ‘agriculturist’

cannot form a satisfactory basis of
long-term credit for him, ‘

() The changed level of low economic prices since 1929,
has be

~It
en a difficult process for the agriculturist to adjust himself fully
to it.

(3) Lack of experience and foresight.—Big loans out of propor-
tion to the repaying capacity of the debtors were given, especially in
some of the wet areas.

(4) A long spel] of drought and famine in the South

‘ -East Pun.
1ab.—Both the banks in liquidation belong to this area.

(5) The relative shortness or the length of loans—The smaller
the period, the lower is the margin of saving of the debtoy., 10 years in
the first instance with a possibilit

y of extension for ap

is too inadequate for the purpose. It ought to have b

. een 20 plyg 20,
if necessary.
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The following table indicates other facts relating to the indebtedness
of the Mortgage Banks to the Provincial Bank :—

In Lakhs of Rupees

4 - b
8 é . :g d
§ ® 3 g Period of Loans - Security offere
2] . g § .
)
il ¢ :
31st Aug. d
‘ ) —_ T % Bonds execute
o7 ;zg 12 10 yeom " by the Mort. Bk.
13;; 13-62 16 634% in fe.wour of the
I 18-46 10 6% % Provincial Bank
1000 7 ” without any colla~
1922 iggg 12 " teral security.
19 .
1932 17-92 7 "
6-93 8 »
;gi 18-34 5 Extended for a 5%%
1935 15-67 5 fresh period of 514%
1936 15-22 7 10 years since . ,,7
1937 14-11 9 1934 %%
1938 13-76 5 "
1939 13-09 5 "
1940 12-39 5
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By

Rar Banapur SANAT KUMAR CHATTERJEE,

Director, Bengal Provincial Co-operative Bank Ltd.,
Professor, University Law College, Calcutta.

The Bengal Provincial Co-operative Bank, Ltd., had its nucleus in
the Bengal Provincial Co-operative Federation which was registered in
February, 1918 and started its work in the month of April, 1918.

Before the Federation started work, it was the Alliance Bank of
Simla Ltd., Darjeeling Branch, which used to finance the Co-operative
Central Banks under the Cash Credit system. On the 1st of July 1918
the Bengal Provincial Co-operative Federation took over all the cash
credits granted by the Alliance Bank of Simla Ltd., to the Central Co-
operative Banks in the Presidency of Bengal and the total cash credits
thus taken over was about 3 lakhs of rupees. Almost all the Central

Banks in the province joined the Federation before the 31st December,
1918.

. The Federation provided investments in its current and short term
deposits at remunerative rates for several lakhs of rupees which would
otherwise be idle in the hands of Central Banks for some months before
the sowing season. The Federation was at its inception managed by a
Board of Directors with the Registrar as it; Ex-Officio Chairman. Mr. J.
T. Donavan LC.S., was its first Chairman.

In 1922 the name of the Federation was changed to the Bengal Pro-
vincial Co-operative Bank, Ltd. From this year non-official Chairman
has been elected. Amongst others the following distinguished names
may be mentioned as the holders of the office of the Chairman : —1. Mr.
I. B. Dutt, Managing Director, Comilla Union Bank, Ltd. 2. Mr. S. R..
Das, Advocate-Genferal, Bengal. 3. Sir R. N. Mukherjee, K.C.LE.,, K.C.

V.0, (From 1927 to 1930). 4. Mr. J. N. Basu, M.L.A., Solicitor (From
1931 to 1934).

Mr. W. C. Wordsworth, M.L.A., Ex-Director of Public Instruction,
Bengal and Assistant Editor, Statesman, is the present Chairman and
has been holding office since 1934-35.

In 1923 the system of withdrawal by means of demand draft from +

surrent account was introduced. In 1928 the Savings Bank Department
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was opened. Cheque system in the current account was introduced
from 1st January, 1940.

The Provincial Bank financed the Co-operative Jute §a1e Socie-
ties, but they did not prove successful and they had to be liquidat-
ed in 1930. The failure of the Jute Sale and Supply Societies had a re-
percussion on the Provincial Bank. The then Minister-in-Charge of
Co-operation obtained a guarantee from the Government of Bengal for
3 years of a cash credit of Rs. 30 lakhs with the Imperal Bank of India.
This was intended as a second line of resource on which the Bank may
fall back in case of emergency. But there was no occasion to draw upon
the same at all.

In 1934-35 in order to make good the entire losses sustained by the
Provincial Bank on account of its investment in the Jute Sale and
Supply Societies, the Government of Bengal granted a subvention of
Rs. 24 lakhs in annual instalments of Rs. 2 lakhs for 12 years. Rs. 8 lakhs
have been drawn up-to-date on that account.

The lending rate of the Provincial Bank to the Central Banks was at
about this period reduced to an effective rate of 5 per cent on old long
term loans in order that there may he corresponding reduction of inter-
est to the ultimate borrowers.

For the last two years the Provincial Bank has changed its loan
policy and has practically confined its business in advancing short term
loans to the Central Banks for the purpose of supplying the necessary
small credit to the actual cultivators for raising their seasonal crops. For.
the last two years both the Department and the Provincial Bank agreed
that the future of the Co-operative Movement in this province depended
on two important factors viz.—1. expansion of business on sound lines
and 2. liquefying the frozen assets of the Provincial Bank and their
realisation by instalments spread over a number of years. It was
agreed that the ultimate goal of co-operative credit organisations was to
undertake the supply of the entire rural credit for seasonal agricultural

. operations, so far as it was consistent with sound business principles.

There are over 80,000 villages in Bengal, and as yet only about 25,000 of
them have got co-operative credit societies, their membership number-
ing about 350,000; and even amongst these many of the solvent cultiva-
tors have not entered the co-operative fold. With the shrinkage of
credit on account of the various legjslative enactments like the Bengal
Agricultural Debtors’ Relief Act and the Bengal Money Lenders’ Act
capital has become shy and it was felt that the Government must substi-
tute some alternative for supply of rural credit to meet the seasonal

demand of the cultivators in rural Bengal.
1
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The Government of Bengal accepted this principle and placed in
the hands of the Provincial Bank a sum of Rs. 13% lakhs in 1939-40 for
advance of crop loans. The Provincial Bank advanced a sum of Rs. 20
lakhs (the halance out of its own funds) and could in that year realise
the same in full and returned the Government advance with interest at
the rate of 3% per cent. In the year 1940-41 the Government placed at
the disposal of the Provincial Bank a sum of Rs. 55 lakhs for this pur-
pose. The Bank drew a sum of Rs. 45-45 lakhs during this period. Of
this a sum of Rs. 36-50 lakhs has been realised up-to-date and the
Bengal Provincial Co-operative Bank expects that the major part will
be realised, except a small amount invested in those areas where there
has been total failure of crops and therefore some extension of time may

have to be allowed.

For the year 1941-42, the Government has sanctioned a fresh loan
of Rs. 60 lakhs for crop loans at the same rate of interest, viz., 3% per
cent.

Besides the crop loans, the Provincial Bank is expanding its busi-
ness in the marketing line. A few large multi-purpose societies have
been formed, which are financed by the Provincial Bank and one of
them has already a rice mill of its own and another is working in a hired
mill. These societies get the crop of their members and also that of the
members of the local crop loan societies. This is done by purchase out-
right at its inception, but once business relations are established only
about 75 per cent of the value need be paid at the time of del%very and
the balance may be paid after the sale of produce. The conjoint action
of the Central Bank and the multi-purpose societies in the same area is
calculated to effect “total co-operation” through the medium of the Pro-

yincial Bank.

Besides these large multi-purpose societies, the Bengal Provincial
Co-operative Bank has been financing certain large fishery societies of
which the deep sea fishery societies known as Chittagong Matsyajibi
Samabaya Samity working in the Bay of Bengal and the Bidyadhari
Spill Matsyajibi Samabaya Samity in the suburb of Calcutta may be
mentioned.

The Bengal Provincial Co-operative Bank has recently refused to
undertake long term commitments as finance to Land Mortgage Banks.
There is a proposal pending before the Government for necessary
advances from Government for the purpose till the money market im-
proves, when Government guaranteed debentures may be safely floated
at a reasonable rate of interest.

The present Board of Management consists of 21 members, out of
them 18 are elected members, 3 from Calcutta and 3 from each of the

THE BrncAL PROVINCIAL CO-OPERATIVE BANK 51

Commissioners’ Divisions—not more than one to be elected from each
administrative district. The Registrar nominates 3 members to the
Board. There is a provision that these 21 members may, if they think
it necessary, co-opt up-to 3 additional members to the Board. The
present strength of the Board is 21.

The working capital of the Bank is Rs. 2,60,40,414. The paid-up
share capital is Rs. 18,67,975 and the Bank has got a Statutory Reserve
Fund amounting to Rs. 7,75343 and a Special Reserve Fund Rs.
20,08,478.

The investment in the Central Banks amounted to Rs. 1,01,34,087
and in the Land Mortgage Banks Rs. 5,12,698 and the cash credit to the
Central Banks and Societies Rs. 4,93,226 on 30th June 1940.

A copy of the balance sheet as on 30-6-1940 is appended.
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Balance Sheet as on 30th June 1940.

CAPITAL AND LIABILITIES
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PROPERTY AND ASSETS

Rs. A P

74505 9 0

Rs. A P

1867975 0 0

Cash in hand and with Branch

I. Cash at Bank

III.

I.

Share Capital paid up

I.

II. Reserves:—

24391 0 1
7791,570 0 0

Investment

715343 4 6
2008478 5 0

(a) Statutory Reserve
(b) Special Reserve

(¢) Other Funds

IIT. Deposits : —

IV. Loans and Cash Credit to C. Banks and

1.50,65,001 7 4

Societies
V. Advances from Industrial Development

8,227,798 10 6

13,890 4 0

Fund

614 7 5

16.05

17,63

1.22.33

{(a) Current

< Dt
a3 N
R B e B au |

[« =;]
235
828
R - &

Dues from Societies (in liquidation)

Loans to Individuals

Interest receivable
IX. Central Banks’ & Societies’ investment

VI
VIL.
VIIX

21310 1
602 11 11
413 1 7
800 0 O

~ e e T

53
25

(d) Employees’ Provident Fund
(e) Employees’ Security Deposit

(c) Fixed and other
IV. Loans and Overdrafts

(b) Savings Bank

65370 0 0

as per contra
X. Advance recoverable
XI. Branch adjustment

XII. Property
XIMII. Dead Stock

079 4 9

7481

7193 5 6

invest-

and Societies’
ment held by the Bank as Security and

in safe custody—per contra

Interest payable
VII. Dividend due

VIII. Income Tax outstanding

V. Central Banks’

616 10 ©
5060 4 0
11574 0 9

65,370 0 0
333202 1 7

VI.

2161 2 8

Safe Boxes, etc.

XIV. Stock of Demand draft books, Home

307 3 0
169,929 15 1

17,160 10 6
11848 1 6

IX. Cost of Management due

58,080 12 4

*

Balance transferred from Profit and

Loss appropriation account

X. Suspense

XI.

29298277 3 9

TOTAL

'29298217 3 9

-house.

THE CENTRAL PROVINCES AND BERAR PROVINCIAL
CO-OPERATIVE BANK

By

G. A. BHONSULE,
Manager.

The Co-operative Movement was started in this Province about
30 years ago; as time rolled on it was found necessary to provide for
a central financing institution and a balancing centre for the
Province. Mr. Crosthwaite, the then Registrar, stated in his report on
co-operative societies for the year ending with 30th June 1912

as follows : —

“ Qur co-operative institutions are, as a rule, remote from and
strangers to the great commercial concerns of these Provinces.
Mr. Dewar, the Deputy Commissioner of Balaghat, pointed out that
unless capital was forthcoming in larger amounts the movement in
his District would starve. Similar warnings came from other districts.
Moreover, it was clearly necessary to devise an elastic system,
which would effectually guard against the danger of idle capital re-
maining with central banks during dull periods, by providing a clearing
An inspecting agency which would supervise and control the
work of Central Banks had also to be created. Having assured myself
that the necessary share capital would be forthcoming from the public,
I prepared a scheme which was first of all submitted to the Chief
Commissioner, and thereafter discussed by a Committee consisting of
the Financial Commissioner, the Director of Agriculture and Indus-
tries, the Hon'ble Sir G. M. Chitnavis and myself. T also journeyed
to Allahabad and placed the scheme before the Directors of the Allaha-
‘bad bank and obtained their support. The outcome of these efforts
was the formation of the Provincial Co-operative Bank, an institution
which is to be the immediate link between Central Banks and the

‘money market. The capital asked for was five lakhs and this was

" speedily oversubscribed by the leading gentlemen of these Provinces.

The first General Meeting of shareholders was to have been held on
the 20th March ; but as plague was prevalent in Nagpur, it had to be
postponed until July the 15th, 1912, upon which date the Directors wﬂl
be elected and numerous important details regarding practical organi-
zation settled. Before the close of the co-operative year, however,
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a considerable portion of share capital had been paid up, and

by arrangement wi
th shareholders this was at i
once invested i
to Central Banks thus avoiding any loss of interest.” fn foans

The Bank was registered on the 2nd April 1912 and is now run-

ning the 30th vear of its exi '
3 xistence. The capital i i
second year of the Bank’s existence to Rs 75 raised in the

demands. 7 lakhs to meet growing

the reﬁerveTl}?eb"i-ank on the strength of the paid-un share cavital and
S iability (called the guarantee liabilitv) attached tn the

vreference shares ohtained ; ,
bad Bank, Ltd., Jubbulporc: S  credit of Rs. 10 lakhs from the Allaha-

The first Board of Directors consisted of the following members: —
((;; If;;‘wan Bohadur Seth Ballabhdas of Jubbulpore |
e Honble Sir G i s
Negmis angadhar Rao Chitnavis, K.C.1.E.,
‘(3) R.ai Bahadur Seth Jeewandas of Jubbulpore
(4) Sir Kasturchand Daga, K.C.1.E., end ’

(5) Agent, Allahabad Bank, Ltd.,, Ex-Officio Member

Until
s bode o f]‘;i?r:/(:r 19]17. the control of the Bank was in the hands of
Thic conﬂicted‘ w:h e;cteq f?om amongst the individual shareholders.
deemed advisable t d'c - baSl.c princivles of co-operation and it was
ment in fhe hando e;nnct'atlse the institution by placing the manage-
five clement. e iho ﬁDn‘ectors. consisting more of the co-onera-
were redeem;;d g e first step in this direction, Preference Shares
made the sharct.] ;GVOUPfOf societies and Central Banks and thev were
were clectod £ i;‘s of the Bank. Naturally, their reoresentatives

Work on the Directorate of the Provincial B
In fhe hesinning al Bank.

deposits and 3t had . the Bank was not allowed to accept any kind of
b

sary in the interest
Qo g nte asks’s f the movement to allow

In 1916-17 the Bank
real] :
caused on account of the ﬂoaaty felt the strain on the

. mony
ation of the War Loan ev market
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 formulated and announced several schemes for facilitating the subs-

criptions of the War Loan ard although there was a heavy strain on
the Bank’s resources the Bank played a prominent part in the War
Loan in these Provinces. In the same year the expansion of societies
was again taken in hand to create scope for investment of idle capital
and the Governor of the Federation engaged special staff for organiza-
tion of societies.

The year 1917-18 was unusually bad year for Berar, the coiton
crops having failed badly. Repayments from those tracts were very
meagre. The wheat districts too, had not had a very good year and repay-
menis were less than usual. But on the whole, they were more '

‘punctual. This year the Directors created adequate reserves for

depreciation of investments to adjust the face value of the Bank’s in-
vestments with the ruling market rates. There was abnormal rise
in the rate of exchange on London which necessitated carrying nearly
Rs. 20,000 to Reserve for depreciation of investments in the 5 per cent
British War Loan of 1929-47 for £11,073 and odd held by the Bank.

in the year 1918-19 the Bank carried heavy surpluses and though
a numper of socieuies were organised 1n the provioce, the demand tor
the loans was not commensurate with their number; because
on account of very high prices of cotton and grain the agriculturists
could satisfy their demand for cultivation and other expenses irom
their own savings.

As the Provincial Bank carried heavy surpluses it advised the
Central Banks to organise societies. Consequently a large number of
sacieties were orgamsed in the beginning of 1920 and the demand for
loans on the Provincial Bank was naturally very brisk. Though the
cotton crop was excellent, the members could not repay as the prices
of cotton crop fell off suddenly. All these circumstances led the Cen-
tral Banks to ask for very large amounts from the Provincial Bank.
As demand was brisk, the Bank had to draw on the Cash Credit of the
Allahabad Bank to the full extent amounting to Rs. 2 lakhs besides
borrowing demand loans from the Nagpur Branch of the Bank
of Bengal to the extent of about Rs. 5 lakhs. During this year Rs. 20
lakhs was advanced and 12 lakhs recovered.

For some time it was felt necessary to make an attempt to tackle
the problem of repayments of the old debts. A scheme was formu-
lated in the year 1917 but it did not take shape till 1919, when over
a lakh of rupees was advanced to the Akola Central Bank for financing
the long term requirements of members of societies. The amount was
advanced for a period of 16 years on the security of mortgage of lands
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duly assigned to the Bank, and the loan was made repayable by equal
anniual instaiments. ‘Che scheme was ‘found to be defective in as
much as for every 100 Rupees Rs. 154-4 was the annual instalment.
Although the rate of interest was 9 per cent it worked out to be very
high, in as much as interest had to be charged at 9 per cent per annum
on Rs. 100 throughout the period of the scheme. Some of the mem-
bers admitted to the scheme could, however, repay their loans in fuil
within a_couple of years, as they had bumper crops which brought
them enough money to repay the mortgage debts in full. The Pro-
vincial Bank on the strength of mortgage security held by it raised a
loan of Rs. 61,000 by selling debentures at par at 7 per cent.

This year the Bank with a view to encourage Central Banks to
take up Savings Bank business agreed to grant cash credits to serve
as a cover against it. The Mekhar Central Bank took advantage of
this facility and a cash credit of Rs. 1,000 was granted to it. The -
Akola and Yeotmal Central Banks were granted similar cash credits
for their savings bank business. Now, in the whole province, prac-
tically all the banks have been carrying on savings bank business,
thus giving banking facilities to the general public.

The year 1919-20 witnessed heavy fluctuations in .the rate of
exchange. By the end of 1919-20 the rate was fluctuating between
1s. 10d. and 1s. 11d. As the Bank held British securities it had to
provide for a very hig amount of depreciation caused by exchange.
A sum of Rs. 44,000 was added to the reserve for depreciation of
securities thus raising the figure to Rs. 98,000. In April 1920, the
Bank’s head-quarters which was hitherto at Jubbulpore was shifted
to Nagpur. )

The year 1920-21 was one of crisis for the Bank. This year large
number of societies were registered. During this year, the Govern-
ment of India borrowed very heavily from the market. The conse-
quent strain on the money market tended to check the flow of deposits
to the co-operative banks of the Provinces. The central banks made
large demand for money on the provincial bank for financing the re-
quirements of the old as well as the newly registered societies. The
bank had to make advances to central banks as they could not get money
from elsewhere. To add to this difficulty crops failed in the whole of
the Province due to the early cessation of rains. When the movement
was in such a predicament, the Managing Committee of the Bank
approached the Government to grant cash credit to the movement to
serve as fluid resource against deposits. The Government readily res-
ponded and granted cash credit of Rs. 17 lacs to serve as a fluid resource
against deposits and a further credit of 19 lacs for financing the move-
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ment. During this year about Rs. 4 lacs were withdrawn by co-opera-
tive banks for repayment of deposits. Qut of a sum of Ks. 19 facs, not
more than Rs. 12 lacs were drawn for financing the requiremenis of
society mempers. lhne central banks and the Frovincial bank put up
their rates of interest on deposits which enapled them to reiamn tne oid
deposits and attract fresh ones. 'Llhe Bank sold British securities this
year as the rate of exchange was tavourable.

On the 26th October 1921 the Government appointed a Committee
under the rresidentsnip of r. R. M. King, 1.C.>., to enquire into the
constitution of the co-operative banks, of tne general working of rural
credit societies, of central banks, the Provincial Bank and the Central
Provinces Co-operative Federation. This Commuttee 1 its Keport dated
the 8th January 1922 recommended the liquidation of the rrovincial
Bank but the co-operators of the province advanced strong reasons for

retaining the institution, and the Government, atter mature consideration,
decided to continue it.

The first half of the second decade marks contraction in loan busi-
ness and rise in deposits and consequent carrying of heavy surpluses.
In this decade the maintenance and investment of fluid resource of
the Provincial Bank and the Central Banks was regularised. The
Central Banks were asked to maintain adequate fluid resource for
covering all sorts of deposits. The fluid resource of the movemeni
began to be deposited with the Provincial Bank in the name of the
Registrar. In the beginning the Provincial Bank paid interest on this
amount at the rate of 5% per cent per annum. As the amount in the
fluid resource increased, the Provincial Bank could not continue to -
pay interest at this rate. First the rate of interest was 5% per cent
but it had to be reduced gradually, when the yield on Government
paper held by the Bank to cover the amount became low. Reduction
was effected gradually during the period of eighteen years commencing
from 1921-22. Now the rate is 3% per cent per annum. Under this
arrangement the fluid resource required to cover fixed deposits and
only due during a period of 12 months was to be transferred to the Pro-
vincial Bank and the fluid resources for savings and currents were
required to be maintained by the Central Banks independently
in readily realisable assets such as deposits in postal savings banks,
postal cash certificates, and government securities.

. In 1920-21 the Bank commenced accepting savings bank deposits.
This business became very popular in course of time. The growth of
this business was steady till 1937-38. On 30th June 1938 the total
amount held was Rs. 19 lakhs, but in subsequent years on account

of Berar crisis and outbreak of war, the deposits declined consider-
8
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ably. Now the Bank holds over Rs. 15 lakhs (1545,290) and there
are now no heavy withdrawals.

In 1923-24 the Bank reduced the rate of interest on deposits for
periods over a year. Although there was a reduction in the rate of
interest, there was no reduction in the amount of deposits. In 1924-25
there was a considerable rise in the loan busmness. The loans
outstanding against the Central Banks rose to Rs. 18 lakhs as against
Rs. 10 lakhs outstanding on 30th June 1924. In 1925-26 the loans
increased to Rs. 26 lakhs as against Rs. 18 lakhs. But there were
heavy demands from the Central Banks for finance and as crops failed
in major parts of Berar resulting in poor recoveries the Bank felt
rather diffident about its ability to finance the movement. So it had
to arrange for money from other Provincial Banks. During the year
a sum of Rs. 4 lakhs was taken as deposits from Provincial Banks
outside the Province.

Un the ioin and i6uh January 1926 all the Frovincial Banks met
in a conterence and passed two umporiant resoluuolls, ohe dealng
Wil Tequscounung of biis either backed up by documemus or by oiher
faugiie security or by crop ioan by the Frrovincial banks wiih one
anuwier, and tae ouler reiaung to the siarung or miand excnange busi-
ness. ‘inese iwo resoluuons were pilaced beiore tne (eneral wieetng
of the Central Frovinces and berar rrovinclal Co-operauve bank heid
on cowd Jyovemper lysv which accepted unammousty the introduction

" of tne iniand exchange busmess. ‘Lhe business had been giving a

 sieady lncome to the Dank.

This year the authorities of the Bank thought that the admission
of Weaitny individuais and busmnessmen to the membership of the
Bank would bring it more and more in contact with business commu-
nity and ine mvesiors and thus the resources of the Bank would be
strengunened considerably. 1he Bank theretore released portion of
its autnorised capital in favour of individuals, who readily availed
themselves of the opportunity and within a short period more than
90V shares were subscribed.

In 1928-29 the Manager of the Provincial Bank made an attempt
to form a Co-operative Society of Grain Dealers of Nagpur but the
merchants did not want to form one in as much as they thought that
by joimng the society they would not be able to maintain secrecy in
their business. They, however, expressed their willingness to borrow
money individually from the Bank. Under the byelaws then pre-
vawung it was not possible to make loans to grain dealers on security
of their grain and hence no attempts were made till. 1939-40, when
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the Bank by opening a pay office at Narsinghpur began advancing
money to individual members on security of grain or other agricultp-
ral produce.

In 1929-30 the Benk re-fixed the instalments for repayment of
loans outstanding against some of the Central Banks as overdues had
accumulated against them and as the Bank had no other alternative than
re-fixing their instzlments. This year the Bank commenced making
advances on security of Government Paper to individuals. This vear
also marks the opening of a Safe Custody Vault for keening the Bank’s
own Securities which were hitherto kept with Imverial Bank of India
and the valuables of the public. The safe custody vault has now
become very ponular with the public who greatly aovoreciate the faci-
litv made available to them at moderate charges. This year there was
heevy devreciation of securities and the profits were transferred to the
denreciation reserve this year. Naturally no dividend could be
declared.

In 1930-31 the Government borrowed very heavily from the
market with the result that the Government rate of interest was VerY
hish. “Monev became scarce. There was heavv fall in the prices
of securities and the consequence was that the Bank had to face con-
siderable depreciation in the value of its gilt edged holdings,
so much so that the whole of its profits enrned during the vear was
with the excention of a small sum of Rs. 750 allocated toward% meeting
the depreciation.” No dividend could be naid this year slso.

In 1931-32 a very cautious policy was adopted by the Bank .in
respect of fresh finance. Advances for all reasonable requirements
were, however, never refused to any Central Bank. This policy of
the Bank elicited considerable criticism from the borrowing benks but
the conditions of the year under review were so gloomy hoth in res-
pect of outturn and the low level of commodity prices that the Direc-
tors felt it their duty to hold the strings tight.

This year the Provincial Government sanctioned the Bank’s bye-
laws enabling the Bank to make advances to individual share holders
on the security of gold, silver, agricultural produce, life policies and
securities mentioned in Section 20 of the Indian Trust Act. Inland
Exchange business brought in Rs. 1,000 by way of commission.
During the year the Bank’s holdings in Government paper apﬁreciated
and the problem which exercised the Bank so much in the preceding
year was solved without any special attempts on its part.

P Thfe year 1?31-32 and succeeding eight years were years of world
epression, This is marked by heavy overdues and low repayments.
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But the Bank carried heavy surpluses for which new avenues of in-
vestment began to be explored. It made advances to individuals, but
the problem of investing the heavy surpluses could not be solved. In
order to find out better avenues of investment than those available
the Bank decided to open branches mainly with a view to carry on
business of making advances on security of grain or other agricul-
tural produce. This period is further marked by large scale financing
of the Central Banks. Some of the Berar Central Banks could not
repay their deposits as they had not got enough cash resources. They
had to make a request to the Provincial Bank for funds. The Beank
readily came forward and made large advances to them and also to
some of the Central Provinces Banks.

During this decade the Bank had to redeem shares of the face
value of over Rs. 1 lakh under the provisions of the byelaw No. 24 as
a result of compulsory redemption of shares held by defunct societies.

Since 1932-33 the Bank has been insisting on such Central Banks
as can afford to have the overdues covered by mortgages of an equal
velue plus a reasonable margin. For fresh loans also the Bank in-
sisted on having security either in the form of mortgages of lands
owned by Central Banks or assignment of mortgages transferred to
them.

In 1931-32 the Provincial Bank insisted on the Berar Central
Banks to assign the mortgages given by the members of the societies
but it was pointed out that there were a number of difficulties attached
to this, and as such a via media was found out and the system of ear-
marking by the central banks of mortgages in favour of the Provin-
cial Bank was introduced. In the year 1932-33 the central banks ear-
marked in favour of the Provincial Bank mortgages of lands of the
aggregate market value of Rs. 5,63,000. The Registrar too on his
part issued instructions to the Central Banks asking them to remit

directly to the Provincial Bank the amounts recovered by them against
the earmarked mortgages.

In 1933-34 two land mortgage banks came into existence, one at

Amraoti and the other at Mehkar. The Bank advanced about
Rs. 11,000 to these Banks. This marks a new era in the Bank’s acti-
vities. Since this year the Bank has been functioning as the Central
Land Mortgage Bank of the Province.

In 1934-35 there was a further reduction in the number of societies
the registration of which had to be cancelled as they were going from
bad to worse and consequent reduction in the Bank’s share capital
held by these societies. This year the Bank gave notice to individual
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depositors to withdraw their high-rated deposits before due dates or
accept lower rates of interest. With the exception of a small sum of
about a lakh and half, deposits carrying high rates of interest
were renewed. This Bank was, therefore, in a position to reduce the
interest liability considerably which helped it to augment its profits.
This year the Government allowed the Bank to make advances even
to non-members on security of the Bank’s deposit receipts, Government
paper and debentures issued by it.

From 1935-36 onwards there is development of land mortgage
banking business. During the year the Bank advanced Rs. 1,35877
to the Primary Land Mortgage Banks. With a view to unload the
sums advanced to the land mortgage banks, the Bank issued at 3%
per cent the first series of its debentures of the face value of Rs. 1 lakh
which were readily sold. In 1936-37 a second series of debentures were
issued at 3% per cent for Rs. 3 lakhs and these were readily sold.

In the beginning of 1937, the Bank completed the 25th year of its
existence. It therefore celebrated its Silver Jubilee, which was in-
augurated by His Excellency the Governor on the 13th March 1937.
In the course of his speech, His Excellency complimented the Bank
in the following terms. “ The {act that the Bank has withstood the
economic storm which swept the world and has come out of it un-
impaired is a gratifying proof of its inherent strength.” This year the
title of K.B.E, was conferred on the Bank’s Chairman, R .B. M.
G. Deshpande in recognition of his devoted services in the cause of
co-operation. In commemoration of the Silver Jubilee, it issued
10-Year Silver Jubilee Bonds thus placing before the public an attrac-
tive scheme of investment. The bonds were sold by the Bank from
17th March 1937 till November 1938. The total face value of the
Silver Jubilee Bonds sold during this period amounted to Rs. 3,38,600.
They were issued at Rs. 70-8-0 per hundred repayable at par after the
expiry of 10 years. The yield on the Bonds is nearly Rs, 3-10 per cent,
compound.

In 1938-39 the fourth series of debentures of the face value of
Rs. 4 lakhs were issued at 3% percent. As the rate of interest was
comparatively low, the Bank could not sell the whole lot and the un-
sold debentures aggregating to Rs. 38,500 were therefore held by the
Bank in its investment folio.

This year the Bank advanced a little less than Rs. 2 lakhs at 3%
percent per annum to the Narsinghpur Central Bank for financing the
requirements of grain dealers.
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Since 1938, there began heavy withdrawals of deposits from the
Berar Co-operative Banks. The Bank helped the Akola, Amraoti,
Khamgaon, Malkapur and Morsi Central Banks in repayment
of deposits taking security from them either in the form of mortgages
of their lands or assignment of mortgages executed by the members
of societies, Whenever the Central Banks had no security to offer the
Bank had naturally to refuse to advance money. Besides, the Bank
had practically passed beyond safety limit of long term financing and
whatever advances that could be made to the Central Banks were not
likely to be recovered within a short time.

As the Central Banks were unable to repay the Bank’s debt, the
Managing Committee of the Bank appointed a Sub-Committee to deal
with the question of granting long term instalments for the repayment
of the dues outstanding against them and some of the urban societies.
The Sub-Committee made a report in September 1937 recommending
long term instalments ranging from 12 to 16 years. The Sub-Com-
mittee’s report was approved by the Managing Committee. Although
long term instalments were granted to Central Banks, in the very first
yeer there were defaults in as much as'they had to meet withdrawals
of deposits and naturally they postponed payment of instalment due
to the Provincial Bank. Things dragged on like this till the middle
of 1938, when some of the Berar Central Banks could not repay their
deposits which became overdue. Nine central banks of Bersr were
not in a position to repay deposits and the Government at the request
of the Provincial Bank and by notification dated the 6th October

1938 appointed a Committee on Berar Co-operation’ under the presi--

dentship of Mr. P. B. Gole, an Ex-Minister. The terms of reference
were : —

(1) To examine the position of the co-operative movement in
Berar in general and of the finances of Central Banks in particular.

(2) To suggest ways and means for a more remunerative manage-
ment of the lands acquired by Central Banks, and

(3) To make proposals for financial accommodation to those Cen-

trel Banks, which are in need of it immediately or for some years to
come,

The Gole Committee submitted its report on the 15th February
1939. Its main fecommendations include disposal of lands held by
Central Banks and societies by lottery, supersession of managements
of Central Banks, writing down of debts due to the Provincial Bank
by Rs. 10 lakhs, repayment of liabilities by means of 3 percent 30-Year
debentures bearing Government guarantee both for principal and in-
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terest, conciliation of debts due by members and bearing by Govern-
ment the loss caused by conciliation of debts, These recommendations
did not appeal to the Government, which issued a communique in
September 1939, setting aside the said recommendations. The
Government formulated its own scheme of rehabilitation and reorgani-
zation of the movement. The following principles of re-organization

were laid down by the Government:—

(1) That the conciliation of liabilities should be in the main
voluntary and should not be forced on any party. '

(2) That every effort should be made to limit the losses
lo depositors.

() 'that the scheme shouid carry within il the germs for the
revival and growth of the Co-operative Movcment, so that if

it is accepted and loyally worked by the co-operatuis, uuvic wuay be a
" chance tor the Co-operative Movement to rehabilitate itself.

The scheme may be described in brief as follows: —

(1) To determine the repaying capacity of each member and to
find out the amount which he would be able to pay within a period
of 4O years.

(2) 'the present debts of members should be reduced to the

“amount to which they can be expected to repay in 25 years on the

basis of their repaying capacity. ln return for this the members would
be required to surrender the lands in their possession, which, however,
would be given back to them again on hire-purchase system. Mem-
bers who do not agree to this proposal will have to be proceeded against
coercively for the recovery of the sum outstanding against them.

In the above manner it would be possible to make an estimate
of the amount which each bank may hope to be able to recover out
of the loan due by societies in 25 years. The present value of this
amount calculated at reasonable rate of interest would be the value
realizable out of the assets of each central bank., The next step would
be to conciliate the liabilities of each central bank due both to the
depositors and the Provincial Bank.

It was not intended that the loss in conciliation should be written
L . . .

off, but preference shares were to be issued in respect of the said loss.
To facilitate the conciliation of liabilities, the Govenment introduced
legislation providing that if the creditors to whom 66 percent
of the liabilities are due accept the scheme, it would be binding on the
rest. After the voluntary conciliation of liabilities cash pay-
ment ‘ pro rata’ would be made to the creditors out of the cash assels
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held by the banks. The balance of the scaled down amount would
be converted into debentures repayable in 30 years and bearing interest
at 3 percent carrying Government guarantee as to the payment of
interest for 30 years.

'I'ne proposals stated in the commuiigue issued in Depielnber W3

did not receive UnamuIOUS aPProval. Desiaes, on account ob e ouc
break 0f war, 1t was nopea nat the economie condiuon OI aglicui-

{urisis wouid improve on account of the tise in prices of agricuwural
proauce and thar land prices wowd rise. ‘lhe Governmeut furdner
optained expert advice or tne heserve Sank of india. ‘'Lhey aiso con-
sulted expert co-operators oi this rrovince as weil as those ot other
provinces including the Hon’ble Mr. V. Kamadas rantulu.

‘ine (Jovernment issued a second communique on the 26th March
1540 and enacted leglsiacon, amending the Co-operative isocieties Act.

ihe main provision oi the Act was with regard to the passing of the "

scheme of compromise or arrangement. 'Lhe Registrar was given
auwporily to conprm any compromise oOr arrangement, provided that
the assenting creditors represented not less than ol percent in value ol
all the creditors artected by the compromise or arrangement. Secondly,
the Hegistrar was given power ot staying suits filed by creditors against
central banks for repayment of deposits. The Provincial Government
agreed to guarantee inieresi at o percent or at a stipulated rate which-
ever is lower on debts of central banks reduced by compromise or con-
ciliation to the extent of debtors’ capacily to repay in a maximum
period of 20 years from the date such proposals are accepted. ¥ur-
ther the Provincial Government agreed to grant an annual subsidy of
Ks. 1 lakh instead of Rs. 50,000 as stated in its previous communique
for a period of three years in the first instance to meet the deficit, if
any, in the working expenses of the central banks. The future
management of the banks was to be in the hands of representatives
of credutors, nominee of the Provincial Bank, representatives of the
central banks with their affiliated societies, shareholders’ representa-
tives and the nominee of the Registrar. So far four central banks in
Berar and four in C.P. have adopted schemes in the meetings of their
creditors and the same have been confirmed by the Registrar. Other
banks which have suspended payments have also passed the schemes,
but they are being revised at the instance of the central banks them-
selves.,

I‘l}e Managing Committee of the Bank and the Board of Directors
in their meetings held on the 14th April 1940 resolved to support the
scheme of rehabilitation fully and to co-operate with the Government
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in implementing it. In that meeting it agreed to bear pro rata the loss
caused by conciliation of debts, provided its rights as a secured credi-
tor were not interfered with, and provided further that the loss did
not exceed a sum of Rs. 10 lakhs. It is feared that the loss may exceed

‘the figure of Rs. 10 lakhs, but the same will be known only after the Regis-

trar’s enquiries are over and the balance sheet of Central Banks,
which are under the scheme, are drawn up. Fortunately, the Bank
on account of its sound management and large savings effected in the
past has been able to create big reserves, which will enable it to tide
over the difficult situation and come out strong. To help the co-ope-
rative movement the Provincial Bank has agreed to undertake crop
loan finance in Berar.

Land Mortgage Banks.—The following statement gives the figures
of advances due by land mortgage banks from year to year :—

——

Year. Number of land Amount of loans
mortgage banks, - outstanding.

Rupees.

1933-34 2 11,708
1934-35 2 29:290
1935-36 10 1,35,877
1936-37 14 3,509,533
1937-38 19 6,63,068
1938-39 19 10,88,540
1939-40 21 12,57,796
As on 30-4-'41 21 13,71,403

The Bank has advanced up to date Rs. 15,84,334, out of which it has
recovered up to date Rs. 2,12931. Qut of total advances outstanding,
a sum of Rs. 12,181-12-3 is overdue against the land mortgage banks.
It is gratifying to observe that the land mortgage banks have put in
strenuous efforts to effect recoveries as far as possible by persuasion.
They have resorted to special machinery provided for in the Land
Mortgage Banks Act only when all other efforts failed to
bring in recoveries.

In the beginning the Bank advanced loans to land mortgage banks

. at the rate of 6% percent per annum; and they in their turn advanced

to their members at the rate of 9 percent per annum. In the middle

of 1934 the rate was reduced to 5 percent to land mortgage banks and

7 per cent to their members and the period of the loan was extended
9 .
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from 16 to 20 years. On 29th August 1937, the Managing Committee
of the Bank resolved io grant Y% percent rebate to land mortgage
banks making punctual repayments. From 15th July 1938 the rate
of interest was reduced to 4% percent to land mortgage banks and
5% percent to members. When the War broke out and the Bank had

to sell debentures at an enhanced rate of interest, namely 4 percent
it felt the necessity of raising the rate of interest on loans to land

mortgage banks. The Managing Committee in its meeting held on the
14th January 1940, raised the rate of interest to 5 percent resolving
further that the land mortgage banks should charge interest at 7 per-
cent per annum to its members.

The Bank has so far issued six series of debentures of the total
value of Rs. 15 lakhs, The first series was issued at 33 percent, the
second at 3% percent, the third at 3% percent and the remaining three
of the value of Rs. 7 lakhs at 4 percent per annum.

Sinking Fund.—Under the terms of agreement the Bank is
required to maintain a sinking fund to ensure repayment of debentures
on maturity. Adequate provision has been made by the Bank setting
apart from its funds yearly contributions to build up the fund. This
has been invested in Government paper with the approval of the
Registrar, Co-operative Societies, who is the Trustee to the debenture
holders. The Bank holds nearly Rs. 80,000 in the Sinking Fund
to-day .

Growth of Deposits.—When the Bank was established it was not
allowed to accept deposits from the public as already stated elsewhere.
On the first of August 1913 the Bank opened deposit business. Be-
tween this day and 1914 Rs. 5,51,000 were received in fixed deposits
while the central banks to whom alone the Bank offered the privilege
of keeping current accounts deposited a sum of Rs. 1,21,000. In the
very first year of the acceptance of fixed deposits, the Bank could
reduce completely its overdraft with the Allahabad Bank and besides
it had a heavy surplus which it deposited with co-operative banks out-
side the Province. In that year large deposits were received by the
Bank from Feudatory States, Dufferin Fund and the Court of Wards.
Various charitable funds were also held by the Bank. All these depo-
sits could be secured by the Bank mainly through the efforts of
Mr. H. R. Crosthwaite, the then Registrar of Co-operative Societies.

The volume of deposits exhibits the extent of public confidence
which the Bank has secured. The deposits from the general public
began to jump up steadily and at the end of 1921-22 the Bank held
nearly Bs. 15 lacs, whereafter there has been a steady increase in their
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flow till 1924-25. There was a spurt in 1925-26 when the deposit figure
rose to Rs. 23 lacs. A steady increase is noticeable till the year 1928-29
but during the next two years the deposits again fell by nearly Rs. 4
lacs. The fall was mainly due to the fact that the Government of India
was borrowing money at a very high rate of interest. In 1931, the
Government floated 619, four year loan. Naturally, the public began
to invest their amounts in that loan withdrawing their deposits from
the Provincial and Central Banks.

The next eight years with the exception of the year 1934-35 when
the Bank gave notices to individual depositors to withdraw their high
rated deposits before due dates or to accept a low rate of interest then
fixed by the Bank, witnessed a steady rise. Similar notices were given
by the central banks to their depositors. The result was that fixed
deposits to the tune of Rs. 3 lacs were withdrawn but in the savings
bank there was an increase of nearly Rs. 4 lacs in that year.

The peak level of the deposits from the general public reached in
the year 1938-39 when they rose to Rs. 73 lecs. So during the period of
9 years ending with 30th June 1938 the deposits practically doubled;
but unfortunately thereafter on account of Berar debacle and the out-
break of war the depositors of the Bank became somewhat nervous and
withdrew as much as Rs. 16 lacs. Some of the depositors withdrew
money for investing it in industrial shares which immediately after the
outbreak of the war offered them chances of making huge capital pro-
fits. The Bank felt no difficulty in meeting the withdrawals of deposits
as immence liquid assets have been at its command since 1924-25.
The Bank has all along been following the policy of caution and cir-
cumspection, and so except in the year 1921-22 it had had practically
no difficulty in meeting withdrawals. The Bank now holds from the
public deposits of the value of Rs. 56 lacs and from Central Banks and
co-operative societies Rs. 13 lacs.

Relations with Commercial and Co-onerative Banks.—When the
Bank was established in the year 1912, it obtained a cash credit of
Rs. 10 lakhs from the Allahabad Bank, Ltd. Jubbulpore, through the
special efforts of Mr. Crosthwaite, the then Registrar of the Province. The
cash credit was granted on the security of promissory notes of primary
societies backed by those of central banks and further backed by that of
the Provincial Bank. The rate of interest on the cash credit was 6%
per annum. On the 30th June 1912, the Bank owed the Allahabad Bank
Re. 47,000 and odd. In the second year of the Bank’s existence, the loan
husiness of the Bank increased to Rs. 6,23,000 and hence the l;rov‘mcial
Bank had to draw upon that cash credit, to the extent of nearly
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Rs. 320,000. On the 30th June 1914 the overdraft of the Allahabad

f‘z-z?nk :;rla;s gzg,as,goo. As the Bank was allowed to accept fixed deposits
: 1e, it was in a position to reduce the averdraft
Allahabad Bank and besides to deposit Rs. 1,55,000 from the Szipt}‘::z

‘ X .
funds with co-operative banks outside the Province. During the next

two years, as the Bank began attracting larger and larger amounts of
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This cash credit was obtain-

farial Bank of India in 1921}
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1921) Nagpur Office, on security of Government Paper at the Imperial
Bank’s minimum rate for demand loans. Some time later on the Bank
felt the necessity of having accommodation with a bank in Bombay. It
secured an overdraft account with the Bombay Provincial Co-operative
Bank, Ltd., on security of Government Paper at the Bank Rate. That
account has been very useful to the Bank mainly for developing its
snland exchange business, and that of the central banks of the Province.
It is already stated elsewhere in the article that since the year 1924-25
the Bank has been carrying heavy surpluses and the same were invested
by the Bank from time to time either in Government Paper or in deposits
with commercial and co-operative banks at the best possible rates of
interest. The Bank’s policy in this respect has been to invest money in

" terminable securities and in deposits for short periods, so that the ques-

tion of providing for heavy depreciation should not arise. The Bank also
invested its funds in Treasury Bills whenever it could get better rates
of interest than those offered by commercial and co-operative banks on
short term deposits. Now the Bank has deposits with big joint stack
banks and-apex co-operative banks of other provinces approved by the
Registrar, Co-operative Societies. It has also opened current accounts
with commercial and co-operative banks at different centres in India
in arder to facilitate the transfer of funds to and fro on commission.
The relation of the Bank with those banks has all along been cordial.
When the Bank’s inland exchange business and the business of making
advances on security of agricultural produce develop in future the Bank
hopes to have business relations with several offices of commercial and
co-operative banks in India. )

Inspection.—One of the special features of ‘the Bank is that it
arranges for the inspection of the central banks through one of the mem-
bers of its senior staff. In the first few years of its existence the Manager
used to be the inspecting officer. The inspections were very useful
to the central banks in as much as the staff of the central bank received
intelligent guidance from the inspecting officer of the Provincial Bank.
As the Manager’s presence was required at the headquarters all the year
round the Bank appointed a special officer to inspect the central banks
on the 1st December 1922. Since then the Bank has on its establishment
an Inspector who visits central banks and urban societies which have
been directly affiliated to the Provincial Bank. To the Bank he gives
first hand information about the working and financial position of the
inspected concern and to the latter it is very useful in as much as the
staff receives instructions in the technique and practice of banking which
enables them to maintain their books in an up to date manner and follow
up to date bhanking methods.
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Training of Graduates.—Every year the Bank takes for training
voung Graduates in practical banking and after they are trained, they
are given responsible jobs. A training for a period of two years gives
them full knowledge of the working of the Bank and they are in a posi-
tien to work in responsible posts. One such graduate has been manag-

ing the Pay Office of the Bank at Narsinghpur since January 1940. The
Pank has decided to open four branches in the Province and these train~
ed men will be provided for in these branches. :

Library.—The Bank maintains a fairly big library of books on co-ope-
ration, economics, banking, currency, finance, law, book-keeping and
several other subjects. The staff gets the benefit of this library. The
authorities allow also students interested in co-operative activities to
use the books of this Library without any fees. The Bank subseribes

for a number of periodicals on co-operation and banking, Every year the
Bank spends Rs. 200 to 200 on books and periodicals.

Special forms of Co-operation.—A Sub-Committee was appointed by

the General Meeting of the Bank to devise ways and means for investing
the Bank’s surplus capital. The members of the Sub Committee were
the Chairman, the Registrar, Cc-operative Societies and the Late Sir
Sorahji Mehta, one of the members of the Managing Committee and the
ex-manager of the Empress mille. The Sub Committee recommended

that landholders’ Societies, soscieties of grain dealers and housing socie-
ties should be organised and financed

of the active co-operators of the Province organised two societiés at
Narsinghpur, one for the land holders, and the other for grain dealers,
A few co-operative housing societies were organised at Akola and
Khamgaon. Mr. G. A, Bhonsule, Manager of the Bank organised a hous-
ing society at Nagpur. The first housing society was started by some of
the pleaders of Akola. Another society also was started by pleaders at

third one called the Ramdaspeth Co-operative

Bhonsule was registered in 1930. In the beginning, it did not receive
any response from the public. Since the year 1930-31 the Society hag
been progressing steadily, on sound and safe lines. In the beginning the
share capital of the Society was Rs. 1,400. Now it is over Rg, 1. lakh

Steady increase is found in its deposits. During the course of the las.t
10 years it has financed its members to the

extent of nearly Rs. 8 lacs
more than 200 houses have been built with its aid, » and
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The older institutions viz., the Akola Housing Society and Amraoti
Housing Society have been liquidated as they were not managed on
sound and safe lines and co-operative principles were never F/:bsexf*v;:i.

ically beyond the paying capacity of the
The loans advanced were practica _ : ' ’ :
members. The liguidation proceedings are stxl% going on. The Bank is
likely to lose some money in the Amraoti Housing Society.

The above societies, however, could not absorb more than Rs. 3
lakhs out of the Bank’s surplus.

Pension Payments,—Since June 1932 the Bank has k?een pgying pen-
sions to pensioners, charging a small commission fforht'hxi S?i‘::me';[ Now
. i i dvantage of this facility. Imme-

ore than 300 pensioners are takmg adv :
f‘lr;ately after they present their pension bills, payme?nt is mad? toh'therlné
and they are not required to wait in the Bank’s oftice for more than
minutes to receive their pensions.

Deposits of Public Bodies.—In the year 1928 the .QOvernment p}aced
this Bank in the approved list of Banks for depositing the Provident
Funds of Municipal and Local Board Employees, They have. th_us shovs;x’m
their confidence in the soundness and stability of the Provincial Bank.
These deposits amount to nearly Rs. 20 lakhs.

Constitution and Management.—When the Bank was started' blt;
shares were purchased by individuals, Court of Wards and the Aua\‘ha a‘
Bank Ltd. Naturally the Bank was managed by a Board .of Dx;ectms:
consisting of their representatives only. The co-oper??ziri aﬁ lfsn?r?d
appeared on the scene only when shares were SOI.d to fciln xesxh banks and
their affiliated societies. The Bank redeemed portion of the pae © ‘p !
held by individuals in 1917 and alloited the same to Fentra a ks ann
societies. Naturally, the representatives of these b.odx_es were ta ‘efx on
the directorate., Suitable amendments were made in the byelaws °? as
to include in the board, representatives. of central banks. No. dzrec;
representation was given to primary socielies as the're.presentat.lvest }c:\
central banks also represented the ir;;??rissts (ﬁ; the ;c:::(’;xes.c . :;iz;r;g 0‘;

i since 1917- e .
fhe:mgovzino:-WZf 51':::‘rsCo-operative Federation, nine .representatwez
of ‘the individual shareholders and one .represe?ztatl_ve fl:'omd eac
central bank together with its affiliated societies. Thls'mxxed boar cc"n-
tinued to function till 1918-19 when after the redemption of the.re_mam‘;
ing shares held by individuals, the individual element was eliminate
from the Board, and since 1919-20 till the year 1925-26 the Bank l?eg:n
to be managed by the representatives of co-operative bodies 'only, le- re{
the Governor of the Federation and 32 representa'f.w'es, ;‘:fie )
senting central banks together with their affiliated societies.
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in 1925-26 the Bank admitted to membership individual shareholders,
naturally the directors representing them had to be taken on the Board.
They were four in number. This constitution of the Board continued
till the year 1934-35, when the Bank undertook the land mortgage bank-
ing business and commenced functioning as the Central Land Mortgage
Bank of the Province. The Government, to guard its own interests, made
proposals to the Provincial Bank for taking the Registrar, Co-operative
Societies and the Financial Secretary as the ex-officio members of the
Bank, of the Board and of the Managing Committee. In 1939 five repre-
sentatives of land mortgage banks were taken on the Board, But they
can attend the meetings only when business relating to land mortgage
banking is transacted. To sum up the Board now consists of the Gov-
ernor of the Federation, thirty-five representatives of the central banks,
four representatives of individual shareholders, five representatives of
land mortgage banks, the Registrar, Co-operative Societies and the
Financial Secretary to C. P. Government.

As the Bank’s Board became unwieldy, it was thought desirable to
appoint a small committee of five to be elected by the Board every year
from their own body. This was done in 1919-20. Necessary amendments
were made in the bye-laws of the Bank in the year 1920-21 and since
that year the Managing Committee became the virtual managing body
of the Bank. In 1931-32 a proposal was made from some quarters that
all the divisions of the Province were not represented on the Managing
Committee and hence an additional seat be created in the Managing Com-
mitee. This was done in the year 1932-33 by raising the number to
seven. When the Bank undertook financing the land mortgage banks by
passing a resolution at its General Mecting held on the 16th September
1934, the nominee of the Government and the Registrar of Co-operative
Societies were taken on the Managing Committee for the purpose of land
mortgage banking business.

In 1936 the Registrar of Co-operative Societies was made an ex-
officio member even for the purpose of other business of the Bank. An
additional member was added to the Managing Committee to represent
land mortgage banks by the Bank’s Annual General Meeting held on
the 19th February 1939. Now the Managing Committee consists of nine
members consisting of six representatives of central banks including the
Chairman, one representative of land mortgage banks, the Financial
Secretary to Government and the Registrar of Co-operative Societies.

The Board meetings are generally held twice a year, while those of
the Managing Committece once in a month. The meetings are well
attended, The members do not get any sitting fees; but they are allowed

to draw actual travelling expenses.

Tue C. P. & Berar ProvINCIAL CO-OPERATIVE BANK 73

Future.—The Bank is not satisfied with the progress so far made.
It is quite alive to its drawbacks. It has still to cover a long ground and
to take an active part in the solution of problems relating to rural
finance. Facile credit is no solution of the rural problem. The pri-
mary producer should get the highest possible price for his produce.
Unfortunately no attempts have been made in this Province to tackle
the problem of co-operative marketing. The Bank at the request of the
Government appointed a Sub Committee to frame a comprehensive
scheme of co-operative marketing. Information relating to the working
of co-operative marketing societies in other provinces is being collected.
‘As soon as this is done, the Sub Committee will commence its sittings
and frame a scheme.

Since January 1940, the Bank has been financing traders of Nar-
singhpur, Kareli and Gotegaon towns situated in Hoshangabad District.
During the period of first six months, it made a business of nearly Rs.
1.70.000. During this year it hopes to have at these three places over a
total business of Rs. 4 lakhs. The Bank has commenced financing
traders at Nagpur on security of their grain. This business and the
inland exchange business will give the Bank additional income which
will help it to gradually wipe off the losses caused on account of the
Berar debacle. The Bank is thinking of doing urban banking business
in rural areas also. As an earnest, it is going to advance about Rs.
15,000 this year to the Multipurpose Society at Dhangidana through its
Pay Office at Narsinghpur, If this business proves profitable, attempts
will be made next year to make advances in other rural areas of the ’
Province.

To develop this business additional facilities have to be given to
merchants. Big merchants who consign their grain to port towns or
other big places for sale draw hundies against it. These merchants re-

"quire discounting facilities. So long the Provincial Bank could not dis-

count their hundies as there was no provision in the byelaws to do that
business. Now the Registrar of Co-operative Societies has sanctioned
the amendment to the byelaws allowing the Bank to discount bills of
exchange, cheques, hundies ete., with his previous consent. This busi-
ness will enable the Bank to develop the urban banking business. Now
that the Provincial Bank will commence discounting hundies, big grain
merchants will come to it for taking advances against grain.

The Bank functions as the real apex co-operative banking institu-
tion of the Province. It makes advances to central banks, co-operative
housing societies, two societies of big land holders, salary earners’ socie-
ties, crop loan societies and individuals. But no loan is advanced with-
out tangible security. Tt is also a balancing centre and a clearing house
for central banks. The central banks which have got surplus fuhds

10
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deposit them with this Bank. They get on their Fixed Deposits made
with this Bank, interest a quarter per cent more than the rates
allowed to the general public. They also get an attractive rate of interest
(3% per cent) on their fuid resources and reserve funds anfl those of
the societies deposited with the Bank in the name of the Registrar, Co-
operative Societies.

The Bank effects transfers on behalf of the central banks at speci-
ally reduced rates of commission to their accounts maintained with
cther banks for facilitating their inland exchange business.

The Berar central banks which have suspended payments are not
in a position to finance societies. The Bank has, therefore, decided to
make advances to crop loan societies after getting them affiliated to it-
celf. Although the Provincial Bank will be directly financing the crop
loan societies the benefit of this business will also be reaped by the
Central Banks. The Provincial Bank has agreed to part in favour of
the Central Banks interest by way of commission at the rate of 3 per
cent in consideration of the latter’s rendering the former services in
the matter of organisation, finance and effecting recoveries.

As already stated elsewhere in this article, the Bank is likely to
lose over Rs. 10 lakhs as a result of conciliation of debts due by mem-
bers of Berar societies. It has agreed to charge interest at the rate of
3 per cent to seven banks in Berar and at 2 per cent to two banks which
have suspended payment. It has also agreed to charge interest at 2 per
- cent to three C. P. Banks which suspended payments and brought under
the Government scheme. Naturally as a result of lowering of the rates
of interest on loans, profits of the Bank will be considerably reduced in
future. The Bank has already taken new branches of banking business.
When it gets experience of the several lines of business that is being
done under its pre
the Registrar of Co-operative Societies undertake other lines of banking
business.

When the urban banking business develops fully, the Bank will b'e
able to add considerably to its income and thus it will be possible for it
to gradually reduce the losses that it will have to bear as a result of
conciliation of debts, and lowering of rates on debts due by Central
Banks.

Under the guidance of the distinguished co-operators who form the
Managing Committee, the Bank will continue to grow from strength to
strength and will in future serve the best interests of the urban as well
as rural population with the same zeal and ability that it has shown in
the past.

sent byelaws it will, with the previous permission of -

PROGRESS OF THE CENTRAL PROVINCES AND BERAR PROVINCIAL (:.‘.O—OPERATIVE BANK,

(Figures are in hundreds.)

1939-40

1938-39

1915-16  1920-21 1925-26  1928-29 1930-31  1931-32

1911-12

Particulars.

1935-36

5186
14578

5197

14066

5360
10972

5838

6130
2892

2871

6267

6058
3729

3345

6012

Rs. 2260 2994

Share Capital
Reserve Fund and Other Reserves

1017

11

”

42336
3m
588
46570

10025

542
48125

4357

18065 13781

11040

51949

11752
36316
4406
414
54311

17848

7622
284438
4308
280
45400

6432

7013
4821
245
48908

21551

11226 6424
3527
182
45067

25040
3863

19946
10
2558
966
113
31690

8382

16

4020

12181
10229
898
11
166

and Societies
Fixed deposits from individuals

Akola Mortgage Debentures

Fixed deposits from Central Banks
Savings Bank Deposits

Provident Fund Deposits

Current Account Deposits
Registrar’s Deposits

2596
59670

2515

65500

Silver Jubilee Bonds

59374

70853

71845 66483

7959 50977

"’

Securities
Investments in Co-operative and

Investments in Govt.

25950
11566

238900
11175

1200 37750
8125

4775
7756

10325
7065

6104

515

3418

7976

Commercial Banks
Investment in fluid resource

9789

Central Banks and Societies on

30th June each year
Loans due by individuals

Loans and Cash credits due by the

41597
3587

1%% 4%
780

6382

45791
1380

5%
494

32974
424

376
6%
604

24620

169

21517

6%

13107

» 2023 8428 29476 26452
4% 4%, 6% 6%
7-5 164 798 620

’”

Rate of dividend declared

Profit of the Year

7
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THE C. P. & BERAR PROVINCIAL CO-OPERATIVE BANK, LTD.,, NAGPUR.
Statement of affairs as on 30th April 1941.
8. No. Afsats. .Amount 8. No. Liabilities. * Amount
Rs. Rs.
1. Cash in hand with Bankers .. 2,85,611 1. Share Capital - 508348
2. Fixed Deposits with Co-operative Banks earmarked 2. General & other Reserves - 15,55.258
against Registrar’s Deposits .. 1,25,000 3. Fixed Deposits from Central Banks & Socs. .. 861,608
8. F:ed Deposiis with Co-op. & Commercial Banks . 4. Fixed Deposits from persons other than above .. 38,330,499
other than above N - 34,85,000 5. Ten Years Silver Jubilee Bonds
4. C;'c;vt. & Bther securities earmarked against (Face Value Rs. 3,38,600}-) . 2,59,639
gistrar’s Deposits. .. 35,35,889 i i
(Market Value Rs. 37,79,740|-) 6. Savings Bank Deposits v 15AL8%
. . 7. Current Deposits .. 6,80,838
5. Govt. Securities representing Reserve Fund .. 5,25,417 . ) . ;
8. Govi. S iti ledged with a5 8. Registrar’s Deposit (Representing partly Reserve
. . Securities pledged with other Banks .. 1,50,000 Fund of Central Banks & Societies and partly fluid
-1, Gov.t. & other securities other than those mentioned resource of Central Banks and Provincial Bank). .. 38,86,813
. ;;WL*BS, &Deb : . e 30,768 9. Registrar’s Loan Deposits .. 471,683
. 4%’ . ‘.s ebentures III series . 38,000 10. Registrar & Trustees Sinking Fund Deposit N 1,744
8. P. B’s fluid resource deposited with the Registrar, 11. Land Mortgage Banks Dept. Account 1,42,938
Co-operative Societies, C. P. and Berar < 11,97,220 ' i i ¥ dof P. B &' C. B. Employees and R o
i . . . . s)
10. Loans & Cash Credit due by Central Banks and 12 ?,;g:;d;iz fuurr:dso e 3,78,143
S . . L ] ]
ocieties o -+ 41,18,583 13. Sundry Creditors . 37,614
11. Loans due by individuals . 2,57,187 14. Interest due by the Bank .. .
12. Narsinghpur Pay Office advances .. 251,514 15' Other items '2,09,462
13. Building, furniture and fittings ‘ . 73,121 ' Bombay P. B. Overdraft ) ’34’310
14. Interest accrued to the Bank .. 199,263 16. Bombay f. ;ﬁt 3 1,277
15. Other items -« 1,29,987 1. oe o ¥ h '

Total .. 1,44,02,570 Total .. 1,44,02,570




THE MADRAS PROVINCIAL CO-OPERATIVE BANK
By

T. RAGHAVENDRA Rav,
Secretary.

The Madras Central Urban Bank Ltd, (the name by which the
Provincial Bank was known till 1931) was started on its career in a
period of fierce financial storm that overtook the snug complacency of
the earning and saving community of Madras. Arbuthnot & Co., an Eng-
lish company of merchants who were also carrying on banking business
on a large scale, crashed all of a sudden in 1906 ruining many a family.
Its fall was about to bring down another English concern similarly
constituted, but its devastating onslaught was stemmed by the timely
interference of the public of Madras, who constituted a Committee of
Management and elected Sir V. C. Desikachari as the Indian repre-
sentative to manage the affairs of the Company and thus saved it and
the public from ruin. Sir V. C. Desikachari has attained renown for
his ability and financial integrity in dealing with funds belonging to
public institutions.

Mr, (later Sir) P. Rajagopalachari, the first Registrar of Co-opera-
tive Societies, pitched upon Sir V. C. Desikachari to start, guide and
control a financing institution for the Co-operative Movement. Sir
V. C. Desikachari, who had a genius for finance, eagerly ¢ame forward
to start a bank with a Board consisting of men in the forefront of
public life in the city. He suggested for the Presidentship of the Bank
Dewan Bahadur K. Krishnaswami Rao, who had been Dewan of Tra-
vancore and had just retired, and he held the office of the Presi-
dent till November 1921. As the Vice-President of the Bank was
selected the Hon. Nawab Syed Mahomed, a member of the Imperial
Legislative Council and the President of the abortive session of the
Indian National Congress at Surat. Sir P. Theagaroya Cheity, who
later became the leader of the Justice Party, and Mr. T. V. Seshagiri
Iyer who later became a judge of the High Court, were the other mem-
bers of the Board. Sir V. C. Desikachari was of course the secretary.
Those were days free from communal bickerings.

Constitution and Management.—The Madras Central Urban Bank
was registered under the Co-operative Credit Societies Act X of 1904
as an Urban Society on limited liability by the Registrar on the 23rd
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November, 1905, The Act of 1904 did not permit the registration of a
“Central” Bank as understood now and hence its registration had to be
authorised by the Local Government under the special Section 29 -of
the Act on the 19th October, 1905. The name of the Bank at the time
of its registration did not reveal the real character of the institution.
It was more than “Central,” ¢s the term is understood in co-operative
literature, since its arca of operations even from its inception extended
to the whole province of Madras. It was not “Urban” except in loca-
tion; and it did not lend to individuals. Another peculiarity was that
the term “ co-operative ” wes not part of its name.

The Bank was started with the specific aim of financing all regis-
tered societies in the province of Madras. Tt adovted very simple bye-
laws, 20 in number, and none but individuals held all the shares. After
the report of the Maclagan Committee wers published, there was an agi-
tation for admission of societies as shareholders with consequent rights
in the management. There was a furious controversy on this question
and the individual shareholders stressed that the admission would spell
ruin to the institution in as much as the societies which are essentially
borrowers could not be entrusted with the management of others’ funds.

There was pressure from the Government and a veiled threat to
organise a rival bank. The outlook of the shareholders could be easily
imagined. The ownership of the Bank was till then in the hands of
individuels and additional shares were being floated at a premium,
There was no limit placed on dividends, though the bank never declared
at any time more than 12 per cent even while the profits permitted a
better rate and the shares exchanged hands at high premium.

The Bank entered on its second phase with the passing of the reso-
lution of the General Body, dated 31st Merch 1917, to admit co-opera-
tive societies as shareholders, with certain safeguards granted to the
original individual shareholders who were styled preference share-
holders. Provision was intraduced for the elimination of the preference
shareholders by purchase of their rights from profits at a 'ﬁxed pre-
mium of Rs. 60 per shere of the nominal value of Rs, 100. They were
guaranteed a preferential dividend of 9 per cent, the maximum divi-
dend under the rules in force, and a preferential right also to the
capital in the event of liquidation, Another condition imposed was that
the rate of interest on loans, the main source of income, should not be
lowered without the sanction of Government. In return therefor, new
ordinery share capital to the extent of Rs. 4 lakhs was created which
could be allotted at par only to co-operative societies, and the repre-
sentatives of societies were given three seats on the Board of Manage-



80 Tue Inpiaw Co-OPERATIVE REVIEW (Jan, — Mar. 1941)

ment. The strength of the Board which was originally five was raised

to seven in March 1910 and to nine in 1917 as part of the constitutional
‘changes, throwing open the membership to societies, 3 places being 4

reserved for them. The new constitution came into force on 1st April
1917. '

After 20 months from the date on which the new constitution came
into force, it was found that only 72 societies out of 2,816 had taken up
ordinary shares for Rs. 12,900 and on the 30th June, 1920, the amount
of paid up capital of the societies was only Rs. 14,620. Some societies
had defaulted in payment of share calls also. The response by primary
societies being discouraging, the idea of bringing them into the Madras
Central Urban Bank was abandoned and the Registrar ordered the
postponement of the purchase of preference shares.

The next step in the development of the Bank dates from July -

1920, when it was decided that Central Banks alone should be admitted
as members. Mr, Hemingway, the Registrar, in 1919 outlined a new

scheme of federating the Central Banks into a central organisation of
their own; in other words to convert the Madras Central Urban Bank

into a real Provincial Apex Benk. The redemption of preference shares
commenced in 1923 and was continued till 1925 when each individual
was left with only one share of the face value of Rs. 100. The first
Central Bank was started in January, 1909, and today there are 32
Central Banks affiliated to the Provincial Bank including the two whose
area of operations was transferred from Medras to the new Orissa
province but still financed by the Madras Provincial Bank in the absence
of a Provincial Bank for Orissa. Of individuals, there are now only

184, each owning one share.

From 1st July, 1920, when the bank was transformed into a federa-
tion of Centra] Banks, the Board of Management was reconstituted.
The strength of individuals on the Board was fixed at 50 per cent of
the number of representatives of Central Benks, (each of which was
entitled to send one) subject to a minimum of 12, Dr. S. Swaminadhan
became the President of the Bank in November, 1921 after it was so
transformed and held the office till October 1926.

The unwieldy size of the Board necessarily led to the creation of a
smaller body to carry on the dey to day administration of the Bank.
This small body was designated the Executive Committee, which con-
sisted of nine members and practically exercised all the powers of the

‘Board. 'Till 1925, six members of the Committee had to be residents
of Madras which therefore gave a great advantsge to representatives
of preference share-holders, though under the bye-laws there was no
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bar for a representative of Central Bank with that qualification to get
into the Committee. In 1925, there was again a wholesale revision of
the byelaws which reduced the number of representatives of indivie
duals on the Board to five and laid down that the majority of the
members of the Executive Committee should be representatives of
Central Banks and also limited the city residential qualitication to the
President, Vice-President and one other member, with the result that
there were always six representatives of Central Banks on the Execu-
tive Committee. After the constitution was thus revised, the Hon'ble Mr.
V. Ramadas Pantulu became the President of the Bank and held oftice
till April 1941. Till 1938 the election to the seats on the Board was com-
partmental, ie. the preierence shareholders elected their represen-
tatives in a separate meeting end ihe Central Banks sent their repre-
sentatives direct. ‘Lhe-next slage was marked in 1938, when on the 7th
August, 1638, the General Body resoived that the representatives of
preference shareholders on the Board should also be elected by the
composite General Body and prescribed the qualification of residence
in the city only to two members of the Executive Committee. One of
the two important office-bearers, the President or Vice-President, could
be a representative of Central Banks.

Regarding the representation of Central Banks, the General Body,
by a convention established in 1928, made the Executive Committee
representative of the different districts by suitably grouping them. The
Executive Committee in office for the triennium 1938-41 consists of only
one representative of Preference Shareholders and eight representa-
tives of Central Banks.

It is a recognised principle of co-operation that no member will
have more than one vote or will be permitted to vote by proxy ; but
strangely enough the Act X of 1904 and Act II of 1912 permitted
plurality of votes in limited liability societies. The constitution of the
Madras Central Urban Bank was not changed till 1917 when societies
were admitted and it was then that the principle of votes according to
the number of shares held and voting by proxy was introduce d ifh a
view to safeguard the interests of the societies whose numbew was
small though they had a large shareholding. The Madras Act rVI of
1932 did not permit such deviations and the Local Government had to
approve of the particular bye-law of the Provincial Bank under its
special type of constitution, The plurality of voting and proxies were
restricted to the General Body. Both in the Board and the Executive
Coramittee, the rule of one man one vote is adopted. “Xecu

Growth of Share Capital.—The original byelaws of the bank fixed

the authorised share capital at Rs. 25,000 divided into 50 shares of
1
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Rs. 500 each. No one could hold more than 2 shares each and the
amount of share was payabie in instaiments of Rs. 50 as and when calls
were made. On 3lst July 1907, the lmit of individual holding was
raised to five shares of the nominal value of Rs. 2,000 and agamn in
August 1910, the Limit was raised to Rs. 5,000, 1t continued to be so
41l 1920 when the bank was converted into a federation of central
banks and the maximum holding per central bank was tixed at Rs. 30,000,
The Co-operative Act prescribes a maximum holding of Rs. 1,00y for
any individual in the shares of a society but the Madras Central Urban
Bank was treated with special consideration by Government.

Starting with a capital of Rs. 25,000 in 1905, part of which only was
called up, 1t was successively raised to Rs. 50,u0V in August 19u3, to
Rs. 1,uu,u00, in March 1¥10 and to Bs. 2,00,000 in September 1911. The
face value of the new issue was fixed at Ks. 100 in 1910 and floated at a
premium Or 1U%. In 1lvl7 wnen societles were admitted, issue of new
ordinary shares to the maximum of Hs. 4 lakhs was authormsed thus
raising the authorised capital to Ks. 6 lakhs and on the 6th October 1928,
the maximum was again raised to Rs. 7 lakhs with a view to allot more
shares to Central Banks to enable them to retain their seat on the Board
under the bye-laws. The annexed table shows the growth of the share

capital and reserve fund :

Reserve Fund

Share Capital after audit

Rs. Rs.
31st March, 1906 . 4,200 5
30th June, 1910 . 82,000 10,848
» 1915 ‘e 2,00,000 91,000
” 1920 ‘e 3,44,120 1,58,700
" 1925 . 5,94,700 5,00,000
» 1930 o 6,19,750 10,23,000
, 1935 .. 6,58,750 15,25,000
» 1940 . 6,65,600 19,00,000

The primary societies which held shares having been denied repre-
sentation on the Board from 1920 were induced to transfer their holdings
to the Central Banks. Still in 1937, there were 25 societies holding 83
shares and by a resolution of the Board, dated 4th December 1937, their
shares were redeemed on 1st February, 1938, Thus the present share
capital of the Bank Rs. 6,66,500 is held by 32 Central Banks and 184
individuals holding each one share of Rs. 100,
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"The Bank has been paying substantial dividends on the paid-up
share capital. For the period ending 30th June, 1907 and 1908, a divi-
dend of 10 per cent was paid and later at 12 per cent per annum till
1914, when the Local Government by a rule fixed the maximum at 9
per cent, which has been paid continuously.

Deposits.—The Bank has been very successful in the mobilisation
of deposits. Except for short periods on two occasions, once in 1921
and a second time in 1931 and that for world-wide causes the Bank hed
never any difficulty in obtaining deposits. The Bank at its commence-
ment was receiving only Fixed Deposits. This is as it should be, ag in
agricultural finance, the money gets locked up for a longer period than
in commercial transactions.

The peak vear under fixed deposits was in 1933, when it touched
Rs. 110 lakhs. As mentioned elsewhere the loan business reached the
peak figure of Rs. 123:5 lakhs in May 1930. Then the economic depres-
sion with phenomenal fall in prices of agricultural commodities set in.
In 1931 the demand for loans fell and old loans were collected, result-
ing in unremunerative surpluses with finencing banks, the refusal of
fresh deposits and cutting down of borrowing rates.

From July 1911, the bank decided to open Current Accounts and
then it was that the writer of this article entered service of the bank as
Accountant. Interest was paid at 3% on daily balances consistently with
the then fixed deposit rate of 6%. Till 1926, the seme rate of interest
continued, but as a consequence of reduction of rates all round, the rates
passed through various stages at times varying between the two half-
years of the calendar year and settled itself at one per cent for sums up
to Rs. 50,000. Central Banks got interest on balances exceeding this
figure at a reduced rate.

Next comes in importance the deposits of Reserve Funds of socie-
ties and Central Banks. With the stoppage of direct advances to socie-
ties, their reserve funds were made over to the respective Centra] Banks
and at present the balance of deposits of about Rs. 33 lekhs represents
primarily the reserve funds of Central Banks only. The deposits would
have been more but for the fact that in accordance with the wishes of
certain central banks, the Provincial Bank zgreed to permit Central
Banks to invest fresh accretions to reserve fund in debentures of the
Medras Co-operative Central Land Mortgage Bank as the funds are
availeble for long term investment. The rate of interest paid has been
alwavs higher in comparison to deposit rates. From 5V per cent per

‘annum in 1911, it was raised to 5% per cent in 1913 and 6 per cent in

1921, Thereafter it gradually dropped to the present level of 3 per cett.
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Various other schemes of Savings Deposits for encouraging thrift
have been onened ; but two of them were suspended .when it was found
thet the Bank could not offer attractive rates. Prudential Deposits
(commonlv known as Savings Bank accounts) came to be opened in
1916 on which rates of interest have been however reduced from 4% to
215 per c~nt. Recurring Deposits encouraging savings month by month
for verinds varving from one to seven years were accepted from 1913 to
1927. Prov’dent Denosits on the same princivles as recurring deposit
accounte, hut for periods ranging from 7 to 30 years, were accepted

y,’alul} to 1933,

GROWTH OF OWNED CAPITAL, DEPOSITS AND PROFITS

Deposits and

Year ending Paid uo other
Share Capital borrowings

Reserve Fund Book Profit
after audit

Rs. Rs. Rs. Rs.
31st March, 1906. 4200 500 5 20
30th June, 1012 200000 1899973 42000 42537
30th June, 1920. 344120 5072 146 1.58 700 70 054
30*h June, 19%5. 594700 10080 867 500 000 210298
30th June, 1930. 6.19.750 16344933 10.22 000 244140
30th June, 1935. 6 58.750 1.49.48 420 15 25 000 2,04 461
80th June, 1940. 6.65,600 2.28,55.768 19,00,000 2,38,206

T.can business and nolicy.—The Act of 1904 did not prohibit loans
to individuals by the Madras Central Urban Bank but in keeping with
the obiect of the promoters of the bank, lending was restricted to co-
operative societies. The original byelaws of the Madras Central Urban

Bank did not provide for loans to individuals. In August 1908, how- -

ever, the byelaws were amended enabling the bank to grant loans to
individual members of the bank on the security of their deposits or on
Government Securities, to the extent of 90 per cent and 80 per cent
respectively, reserving a verv safe margin for fluctuations, judged by
the standards of commercial banks.

The first Co-operative Central Bank in the province was started in
1909. Till 1920, loans were granted both to Central Banks and to socie-
ties in districts where there were no Central Banks. From 1920 on-.
wards loans were issued only to Central Banks. In November 1920
specinl permission was granted by Government to lend to non-memher
dgpositors against their deposits and in January 1931, the privilege was

k]
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extended to loans on pledge of Government Securities as well. Govern-
ment has, however, reserved to itself power to withdraw at anytime the
concession so far as it relates to non-members. The Madras Act VI of
1932 permits loans to any individual on the security of debentures of

co-operative societies.

“The Madras Provincial Co-operative Bank has during the last 35
years helped various kinds of co-operative societies with loans which
may be classified as under: —

1. Rural finance.
2. Long term or mortgage finance.
3. Industrial finance.

From the early years up to 1920, the bulk of loans granted by the
Bank to primary societies and Central Banks were of a long term
nature, ranging from 7 to 10 years. In 1921, and 1922 owing to financial
stringency during the postwar period, only short term loans were
granted to Central Banks (Loans to societies having been stopped after
the conversion of the Bank into a Provincial Bank); but with the easing
of the financial position, grant of long term loans for 5 to 12 years was
resumed, though loans for periods of five years began to preponderate.
Since 1927, the bank’s policy has undergone a definite change and loans
are granted mostly for a period of 1 to 3 years and in special cases up
to 5 years, as will be seen later.

Rural finance.—So long as the Provincial Bank was directly
financing societies, the scheme resembled the Takavi Loans of Govern-
ment. It was a simple procedure. The loan was granted initially for 2
years on the recognised assumption that if 1/10 of the principal together
with interest was paid at the end of every year, the horrowing society
was entitled to automatic extension for another year. Therefore all
loans to societies were virtually for 10 years,

When Central Banks came to be constituted, it was expected that
they would take over the financing of societies within their jurisdiction,
and the Madras Central Urban Bank would lend onlv to societies in
areas where Central Benks had not been organised. There was a con-
troversy whether the Central Banks should take over, as a matter of
course, all the loans of societies till then advanced by the Madras Cen-
tral Urban Bank, without investigating into their financial condition or
whether the Central Banks had any option to pick and choose. The Madras
Central Urban Bank insisted that Central Banks should have no option
as the ultimate responsibility for all loans was laid on the Co-operative
Department. However, it ended in the Provincial Bank being left with
a few loans to live and liquidated societies but the loss incurred by the
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bank in bad debts has been very small, viz., Rs. 8,635 for all these years.
None of societies’ loans are outstanding at present.
Ge

they should undertake to clear the entire dues in 7 years and execute
their own pronote with interest at 7% per annum while the loans te
societies carried interest at 7% %, the difference being appropriated by
the Central Banks. All the Central Banks which undertook such lia-
bility to the extent of Rs. 18-2 lakhs have cleared their dues except only
two operating in dry tracts which owe the Provincial Bank still a sum
of about Rs. 20,000 under such loans (ie., transferred loans).

The scheme of long term loans as applied to societies was
not the same as that for Central Banks. The Central Banks were asked
to repay the loans mostly in five years and they were not subject to
extension year by year. Till 1921 which proved to he a critical
year, no difficulty was exverienced by the Provincial Bank, but in
that year it had to refuse long term loans. Though issue of long term
loans was resumed after 1922, the continuous growth of overdues in
societies led to the necessity of enquiring into the objects of loans, and
restricting them to productive purposes. Propaganda by periodical
conferences led to the revision of policy by the Provincial Bank. The
adherence to the above principles is marked by the departmental revi-
sion of the forms for preparation of annual accounts in 1925. Till then,
the Central Banks had been continuing the scheme of 10 year loans to
societies, and there were violent protests against their discontinuance
from central banks especially in dry areas like Chingleput, North Arcot,
Anantapur, ete. The Provincial Bank was unwavering and by persistent
advocacy of the benefits of its policy was able to carry conviction to all
the affiliated central banks in course of time. Co-operative opinion has now
settled down to the conviction that the central banks and the Provincial
Bank handling short term funds can at best undertake short and inter-
mediate loans extending up to 5 years and that discharge of prior debts,
reclamation and improvement of land, ete. form the proper field for
land morteage bank finance. Subsequent to 1922, there was another
period of financial strain on the Provincial Bank in 1931, when Britain
went off the Gold Standard. Till then, there was a regular inflow of
depnsits, but during the period preceding the crisis the scare on the
public was so great that there was a rush of applications for loans from
Central Banks for repayment of deposits. The Provincial Bank itself,
nearing the tether of its entire resources, was comvelled to apply for a
short term loan of Rs. 10 lakhs from the Imperial Bank of India which,
after some correspondence for about two months, was ultimately
refused. But even before the refusal, the Government stepped into

'i’he terms of transfer of societies’ loans to Central Banks were that -
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the breach as the situation had become serious, the Provincial Bank
having declared that loans for normal financing of societies was tempo-
rarily suspended and was holding up applications for repayment of
deposits in abeyance for want of tunds. 'The peak figure under loans
to Central Banks, ie. 123-5 lakhs was reached in May 1930. But the
situation calmed in a few months and trom July 1931, the history of the
Provincial Bank’s finance has been one of surpluses and a steady reduc-
tion of deposit rates and lending rates side by side.

The loan policy of the Provincial Bank from the time direct loans
to societies were stopped has been that of recognising the autonomy of
Central Banks and leaving them to make their own arrangements with-
out external aid for repayment of deposits. While there is no rule that
no loan should be granted to Central Banks for repayment of deposits,
the Provincial Bank has successfully maintained the view that if central
banks after disbursing loans to primaries from deposits approach the
Provincial Bank ior a loan to return those deposits, it might result in
the Provincial Bank being involved in the financial difficulties and lead
to indiscriminate loans by central banks,

The period between 1929 and 1931 also was one when restrictions
came to be imposed by the Imperial Bank on the credit facilities till then
granted to co-operative banks. Since the inauguration of the Co-opera-
tive Movement, Government and the Department were able to influence
the Imperial Bank, functioning as the State Bank, to grant adequate
credits to the banks, The Imperial Bank had granted a credit limit of
Rs. 17 lakhs to the Bank apart from separate limits to Central Banks on
the cover of co-operative paper. In 1920, the Imperial Bank tried a
scheme of concentrated overdraft to Central Banks on the guarantee of
the Provincial Bank, but the scheme was however suspended after one
year's trial. The cash credit of Rs. 17 lakhs on co-operative paper was
sought to be curtailed in 1929 and the Imperial Bank decided that the
limit will be extinguished in 5 years in equal instalments and that rene-
wal of fresh credits would be granted only on the cover of Government
Securities. The immediate repercussion of the proposal was one of
wide protests from the co-operative banks. The Provincial Bank orga-
nised a joint protest and directed the Central Banks not to comply with
the circular of the Imperial Bank in lodging Government Securities and
undertook to supply the retrenched credit. This state of affairs did not
last long, as the Provincial Bank and the Central Banks realised the
value of keeping outside resources. To-day the Provincial Bank has a
drawing limit of Rs. 37 lakhs with the Imperial Bank of India secured
on Government paper. Other Central Banks in the aggregate have &
drawing limit of Rs. 27-6 lakhs. Central Banks have secured from the
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Provincial Bank cash credit facilities to the extent of Rs. 33 lakhs, The
nature of security lodged as cover by them is analysed below: —

Rs. 16:0 Lakhs on Co-operative paper.

Rs. 8'8 Lakhs on Debentures of the Central Land Mortgage Bank.
Rs. 4:4 Lakhs on Bank’s deposits.
Rs. 3'8 Lakhs on Government Securities.

Rs. 33:0 lakhs,

A major portion of the credits still stands on co-operative paper. There
has been no refusal till now if the circumstances showed that additional
. accommodation was required for maintenance of statutory fluid re-
sources. It can be safely averred that the Provincial Bank provides
directly or indirectly the entire fluid resources of the co-operative move-
ment in the Province.

From the year 1936, the Provincial Bank has been granted a draw-
ing by the Reserve Bank against Government paper. The Provinecial
Bank failed in its endeavour to secure accommodation on the pledge of
the debentures of the Madras Co-operative Central Land Mortgage Bank,

though the principal and interest thereof are guaranteed by the Madras
Government,

The original bylaws of the bank fixed the maximum lending rate
at 7 per cent and the borrowing rate at 6 ber cent. The first loan appli-
cation dealt with was that of the Big Conjeevaram Weavers' Union,
The President entered his dissent at the un-remunerative rate of interest
compared to the deposit rate. He expressed that there should be at
least a margin of 2 per cent hetween the borrowing rate and lending
rste and that the byelaws should be amended early, This was done at,
the next General Body Meeting, From 1906 to 1920, the loan rate stood at
7% per cent to societies. In places where Unions were started, the
Bank was granting a rebate of one-fourth per cent on the interest col.
lected, to the Unions for supervision charges. When Central Banks
were granted loans the rate of interest to them was fixed at 7 per cent,
These rates continued till July 1820. It would look strange but it wag
so that at the first meeting of the Board composed predominantly of
Central Banks the rate of interest on loans to Central Banks Wwas raised
tempora.rily to 7% per cent and it was in force ill July 1923 when 3t
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vent per annum. The reduction in lending rate from 7% to 3% per cent
has been effected in the course of 7 years from 1931 to 1938 and the
margin available to the Provincial Bank is now about half per cent.
This drastic reduction in the lending rates during a period when addi-
tional direct financial help to the tune of Rs. 3-2 lakhs was rendered to
Central Banks by way of subvention and subsidies has not affected
adversely the profit-earning and dividend-paying capacity of the Provin-
cial Bank.

The amount of Joans outstanding against societies and central banks
was regularly on the increase, year by year tiil 1925, when it reached
Rs. 82 lakhs. There was a fall in subsequent years till 1929, when
there was again a rise and in 1930 the peak figure of Rs. 123-5 lakhs
was reached.

Then came the crisis of 1931 and growth in overdues. Subsequently
there was a rather steep decline, but by the 30th June 1934, most of the
loans were collected leaving only Rs. 5+3 lakhs outstanding. The period
also marks a corresponding rise in—investment in G.P. Notes totalling
about Rs. 147 lakhs.

An outstanding feature of the short term rural finance of the Pro-
vincial Bank is the system of advance of loans on the pledge of produce
raised by members of societies. It is part of the scheme known as
“controlled finance.” It aims at financing the members ot agricultural
societies through all stages of their occupation, viz., trom the stage of
cultivation to the final stage of marketing of the produce under adequate
safeguards for the application of the loan for productive purposes and
its repayment out of the sale proceeds of the prodgce. These loan? are
usualiy repayable in nine months and rotate rapidly. Such loans ad-
vanced by the Provincial Bank in the last three years are as follows: —

1938-39 : Rs. 40-14 lakhs.
1939-40 ; Rs. 62-35 lakhs.
1940-41. Rs. 81:07 lakhs.,

(to end of April 1941).

Land Mortgage Bank finance.—Before the starting of the Central
Land Mortgage Bank, there was a propos‘ad in 1928 to entrust the ﬁnax'x-
cing of the long term needs of agriculturxs.ts through a.net work of pri-
mary land mortgage banks, to the Provincial Co-operatu{e Bank maqug
it the managing agent for the floatation of debentures similar to ?ox}dx-
tions that were obtaining in Bcmbay. But this did not materialise.
A beginning had already been made in 1927 to obtain long term money

by the floatation of uncovered debentures. Against an offer of Rsf 5 lakhs
12
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at 5 per cent and an issue price of Rs. 95, Rs. 2,14,600 were subscribed
for and the issue was closed. The money obtained was primarily utilised -
to grant loans to primary land mortgage banks, for 20 years on their
debentures. The Central Land Mortgage Bank was registered in Decem-
per 1vz9 and began to issue debentures with Government guaran-
tee. The Provincial Bank now holds investments in those debentures
of the aggregate tace value of Rs. 15-72 lakhs. The investment in the
debentures of the primary land mortgage banks was stopped, and
agamnst a sum of Rs. 1-55 lakhs, so invested, there is at present a balance
of only Rs. 78,000 outstanding on date. 'Lhe debentures issued by the
- Provincial Bank were redeemed in full by 1st December 1340.

Industrial Finance.—The Provincial Bank has been attempt-
ing to help societies, other than agricultural, ,whenever requir-
ed. In October 1919 it gave a loan to a co-operative leather
goods society consisting purely of cobblers. Atter a trial of
3 years, it was found that the society did not work well
and it had to be liquidated. An overdraft ot Rs. 3,000 and a time loan
of Rs. 1,000 due from the society were however fully recovered. The
bank took a keen interest in the starting of a co-operative printing press
in 1920 and took shares of the value of Rs. 1,000. The press worked
well but languished tor want of support from the members and was on
the verge ot lqudation. It has, however, been rehabilitated and is
again working at a profit.

But by far the most important venture on the side of organising
an industry based on agricuiture is that of financing the co-operative
sugar iactory at Vuyyuru, Krishna District. The scheme was worked
out with great care and is an attempt to provide credit facilities for
large scale operations. The agriculturists in a compact area which was
investigated to be tit for cane growing joined together and pledged their
lands to the society which in turn raised credit for its block expenditure
to the extent of several lakhs from the Provincial Bank. It was in 1934
when the Provincial Bank, tinding that the management of certain Cen-
tral banks which were not working well were superseded by
the Registrar, took power under its byelaws to finance pri-
mary societies directly with the Central Bank as the agent
of the Provincial Bank for disbursing and collecting the loans
with the approval of the Registrar. The finances required by
the Vuyyuru Factory which has a crushing capacity of 800
to 1,000 tons of cane per day could not have been easily provided by a
Central Bank. The Provincial Bank advanced a sum of about Rs. 14:5
lekhs during the first two years of its working for block expenditure.
Besides this sum considerable advances are made year after year on

the security of sugar manufactured by the factory and recovered from
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fhe sgle proceeds of sugar. In the first three years after it began crush-
ing, it went through various vicissitudes incidental to an area where
sugar cane growing was introduced newly; and the raising of excise duty

* and internal competition left little profit. On date the factory owes to

the Provincial Bank under advances for block expenses a sum of about
Rs. 65 lakhs. It has turned the corner and shows signs of becoming a
.'quccessful enterprise. Its progress is being watched with interest and
its success would stimulate the organisation of similar industries in cther
areas.

LOANS OUTSTANDING AND INVESTMENTS IN G.P. NOTES

Year ending. Loan to Societies. Investments in
G. P. Notes.
Rupees Rupees
31st March, 1908 2000
30th June, 1910 9.21.650
30th June 1912 20,91.553 66 852
30th June, 1920 50.48.687 3,33.427
30th June, 1930 A 1,1513 462 58 26.627
30th June, 1934 530.279 1,46.91 095
30th June, 1938 42,28.937 1.26,47.282
30th June, 1940 1,01.76,649 1,25.63 330

Schemes of subvention and Subsidy to Central Bauks : Subvention.—
The scheme of financing societies spread over the entire province and
the slender profits earned rendered the bank entirely dependent on the
Registrar for obtaining the financial particulars of the indebted and bor-
rowing societies and the bylaws also were framed accordingly, The Bank
successfully contended in later years, even after its position had improv-
ed considerably that it was not its business to engage any inspectoral
staff for the supervision of societies. But at no stage did it relax the
careful watch kept over the societies and Central Banks; and afte‘r the
Bank was transformed in 1920 into a Provincial Bank it continued to
draw the attention of Central Banks to the gro ving overdues in primary
societies, From 1926 it introduced a systematic review of progress re-
ports and arranged half yearly conferences of Central Banks. It jmpress-
ed on them the need for an immediate investigation into the state of
borro‘w‘ers and societies and their rehabilitation or reorganisation by
iud!cwus grant of extension in deserving cages with proper safegunrds
and adequate security. As the Central Banks did not show muéi't pro-
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posits the bank found it necessary to join the Madres Clearing House
in February 1933 and continues to be a member thereof.

Banks.—The Bank has completed 35 years
Tt celebrated its Silver Jubilee in June

1931, and just prior to that it was decided that the name of the Bank
should be changed to its present name, the Madras Provincial Co-opera-
tive Bank, Ltd., to be in keeping with its status and functions.

in organising periodical conferences

The Bank has interested itself
of its affiliated Central Banks at which their representatives meet and

discuss matters of common interest. The first few Conferences from 1921
4+ 1925 were held at the office of the Registrar and the later conferences
are being held under the auspices of the Provincial Co-operative Bank
from the year 1926. Till 1931, the conferences were held half yearly and
thereafter annually. It is at these periodical conferences that decisions
5n important questions of policy are arrived at and though the resolutions
passed at the conferences do not have any statutory binding on the Cen-
tral Banks, they all adhere to them loyally. At the second conference
held in October 1926, the Central Banks agreed to regulate their rate on
deposits to a maximum of half per cent lower than the lending rate of the

ill the Confer-
ence in 1940 decided that Coniral Banke micht offer rates not exceeding
the lending rate of the Provincial Bank as per suegestion of the Regis-
irars’ Conference held in December 1939. A scheme for the collec-
ion of cheaues and bills and issue of drafts between Central Banks

was adopted.
A controversial issue botween Central Banks and the Provincial

Bank was the right of the Provincial Bank to inspect the affiliated central
banks. The Townsend Committee had recommended that every financ-
ing agency should be given power to inspect the working of its affiliated
societies. The Board of Management of the Provincial Bank passed a
resolution in April 1928 by a big majority adopting the recommendation
of the Committee, but a few banks tried to auestion such a right. The
matter came up before the General Body of the Provincial Bank with a
view to enact a byelaw compelling a constituent central bank to submit
to such a procedure. The object of inspection by the Provincial Bank
was to study the condition of each bank for mutual benefit, and it was
agreed at the General Meeting that a resolution approving the procedure
would do. This happily ended the controversy and all the banks have
agreed to their inspection by the Directors of the Provincial Bank.
There is now a separate section in the Madras Co-operative Societies Act

V1 of 1932 providing for such inspection.

Relations with Central
of working in November 1940.
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Relations with Departmental Officers—Sir P. Rajagopalachariar,
the first Registrar though not actually on the Board helped the bank con-
siderably in its early stages and was instrumental in effecting a smooth
chanee of the constitution when societies had to be admitted into mem-
bership. Dewan Bahadur R. Ramachandra Rao who succeeded Sir P,
Rajagopalachariar as Registrar lived next door to the Bank and when

" not in camp carried his office work in the bank premises, thus reducing
to a minimum the correspondence between the Bank and the De-
‘partment as not even to necessitate a telephone call. The same gentle-
man, when he joined the Board after retirement, received unstinted sup-
port from the bank for his rural reconstruction work at Rasinuram in
Salem District which later became the nucleus for starting prohibition in
that area, when Sri C. Rajagopalachariar became the Premier of the Pro-
vince. It was during the term of the third Registrar, Dewan Bahadur
L. D. Swamikannu Pillai, that the relationship between the Bank and the
Department was somewhat strained, as the Registrar wanted to effect a
change in the constitution and policy of the Benk.

The Bank from the beginning took its firm stand on not having any
thing to do with the inspection of the borrowing societies. The Bank
held the view that in as much as its transactions were scattered over the
whole presidency, it could not find ell the money required to maintain the
inspecting staff. Secondly, it was cut of the revenues ‘of the province
that the Government maintains the Co-operative Departmental staff and
it is therefore their business to conduct the inspection of societies. It
was held that the sole responsibility for recommendiff® societies to the
Bank for obtaining loans rested with the Department. Still as a measure
of compromise and trial the bank agreed to maintain two insvectors for
some time and met their salary and travelling allowance but they worked
completely under the direction of the Department and submitted their
reports to the Registrar. This was a short-lived arrangement and till
this day the Bank does not maintain a single inspector on its staff.

The second point of difference was the question of Audit. The
Registrar began to ask for payment for work done by the departmental
staff. The Bank meintained that if it was called upon to vay, it would
employ its own auditors. The Bank won on this point also.

The third point of difference was to have on the Board representa-
tives of Central Banks. The Bank while reluctantly admitting two re-
presentatives declined to meet their travelling allowance. So, non-resi-
dent members were for sometime coming to the meeting at their own
cost. '

When Dewan Bahadur L. D. Swamikannu Pillai’s term as Registrar
expired, an English Civilian, the late Mr. F. R. Hemingway was appoint-
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€d as his successor for the first time. He was the most genial of all
Registrars and did much to restore the good relationship between the
bank and the department that existed during the period of the first
LWo Indian Registrars.

Almost ali the Indian Regisirars on retirement have joined the Board

1 {he Bank and served the institution at one tume or another—bUewan

ahadur R. Ramachandra Rao, Dewan Bahadur L. D. Swamukannu

illai, Rao Bahadur A. Vedachala lyer, Rao pahadur M. K. Venkata-

ariar, Dewan Bahadur K. Deivasikhamani Mudaliar and Rao Bahadur
lv-[. Giriappa.

- Common Good Fund.—Qut of the Common Good Fund, the bank
RNgs given the substantial sum of Rs. 1,30,500 to the Madras Provincial
o-operative Union for co-operative education, propaganda, Xural recon-
Styuction schemes ete. Besides it has given Ks. 2u,o0u for boys' and girls’
eQlucation, Rs. 5,150 towards relief of suiferers trom earthquakes, tloods,
i‘Qmine and fires, Rs. 11,750 to libraries, hospitals and poor homes, Apart
{eom this, it has enabled the Hon'ble Mr. V. Ramadas Pantulu to attend
8s the first Indian delegate the International Co-operative Congress at
ondon in 1934 and visit co-operative institutions in kngland and the
-onunent. vir. K, C. Ramakrisnnan who atlended the lnternationai Co-
CXeerative Congress at Paris in 1937 and made a study tour in parts of
34il.u‘ope and Mr. K. L. Narasimha Rao, who visited Great Britan and
urope for the study of co-operation and the bank’s Secretary, ir. T.
aghavendra Raw who visited Japan for a similar purpose received
oney grants. 1t also deputed one or its directors, the late 'f. Adinara-
Yana Chetuar, to study the marketing of crops in South India who pub-
J‘i-&hed his account in a brochure entitled, “Co-operative Warketing ot
‘\gricultural Produce in South India.” It has endowed a sum of Rs.
?-U,UO to the Madras University to constitute a Prize ¥und in memory of
lt& late Secretary, Mr. V, C. Rangaswami far the award of a prize for
%le best post graduate thesis on Hural Economics including Co-opera-
on. Its walls are adorned with portraits not only of its past presidents
hlxt; also of the foremost leaders of Public Life in the country,

Building and Library.—From its building fund accumulated out of
bl‘oﬁts, it owns two big buildings which in addition to serving as accom-
"*\odanon for banking business, provide guest rooms for its directors
3. 0d co-operators coming from all parts of the country. A meeting hall

R pearing completion,

o Its library is well-equipped with books on co-operation, banking,
Ronomics and allied subjects and a large number of journals and dailies,
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Staff Welfare.—The Bank has started a Provident Fund for its
employees and it provides them with free medical relief. It has ?lso
provided facilities for the running of a canteen for the staff. There is a
co-operative society for the employees. They have formed t_hemselves
into a Fellowship and group themselves for work under various heads
for common benefit.

The Bank has some ambitious schemes in view, viz.
1. To open a Women’s and Children’s Department in the bank.

2, To run a co-operative kitchen on the model of Nutrit.ious B"oods
Distributing Co-operative Society in Japan to provide midday
meals to the subordinate employees working in offices and
factories. .

3. To maintain a Co-operative Sanatorium, Rest House and Hospl.tal

. near Tambaramn to serve the employees of all co-operative
concerns,

The Future—What of the future that is in store foz.' the Madltas Pro-
vincial Co-operative Bank? If an All-India Co-operative Bank 1s to Ee
started, the Madras Provincial Co-operativg Bank m.ay'well provide 't e
nucleus for such organisation as the Premier Provmczal Co-operative
Bank in India. It has potentialities for expansion to cover any area or
reach any limit. Let not any unworthy mo'tlve mtgrfere with the evolu-
tionary process of the Bank and divert or impede its progress from ou:t
of its own dug-out channels and its own me.asured levels! We are forti-
fied in our hope by the following observations of th@® Registrar of (():01;
operative Societies in his administration report _for the year ended 3 11;
June 1940; “The Madras Provincial Co-operative Bank must now 3
counted among the major banks of the country. It worked o.n .sou:]
business lines and was in many respects a model for other provinces,

THE B. & 0. PROVINCIAL CO-OPERATIVE BANK
| By

M. ALl AHSAN,
Inspecting Officer

Lhe B. & O. Provincial Co-operative Bank, Ltd., with its head-
quarlers at Fatna, the capital of the province, was establisned in 1yl4.
Since then Orissa has become a separate province. But ihe original
name is being retained for certain reasons aithough the Bank, in acwal
practice long ceased to have anything to do wita the linancing of the
Movement in the newly created province of Orissa. So tar as its pre-
vious dues against the ceniral banks of Orissa are concerned the matter
was settled at a conterence of the two Frovincial Governments and the
FProvincial Bank, according to which the Orissa Goverment have un-
dertaken to pay a large portion of the amount in eight equal yearly
instalments. ‘I'wo instalments have already been paid.

The office of the Bank is located in a building of its own, which is
quite commodious and commands a prominent view. It is situated on
one of the main thoroughtares of the town and is in close proximity
to the business quarters and important Government offices and Courts.

Inauguration “of the Bank.—At the time the Provincial Bank was
started, there were in the province 8 Central Banks and 578 primary
credit societies with a working capital of Rs. 8 lakhs. The need for
such an apex bank was badly felt to supply Central Banks with liquid
capital at a reasonable rate of interest, and more particularly for a
backward area like Orissa. Such a bank was also needed to provide
an outlet for the surplus funds of some of the Centra] Banks in the
slack season. Besides, the policy pursued in Bihar was to redeem all
outside liabilities of members of the primary societies. It was held
that members must be saved from “ the unnecessary and heavy charges
which they have to pay for loans to the village mahajans” and freed
from outside liabilities in order to enable them to focuss their atten-
tion entirely on the improvement of their condition, morally and mate-
rially, within the co-operative fold. Subsequent events have
demonstrated the unwisdom of over-generous finance but it cannot be
doubted that the sponsors of the Movement were inspired with the
best of intentions. It was in circumstances like these that the B. & O.

Provincial Co-operative Bank, Ltd., was registered under the Co-ope-
13
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rative Bocieties Act (Act II of 1912) in 1914 with a view to finance
co-operative societies throughout the province and to serve as
a balancing centre for the banks. In the beginning its share capital
consisted of the sum of Rs. 20,000 paid in sums of Rs. 5,000 by each
of the four guarantee shareholders, each of whom held guarantee shares
of Rs. 1,00,000. The guarantee of these share-holders consisted in
each standing surity for a cash credit of Rs. 1,00,000 from the Imperial
Bank. The total cash credit so sanctioned to the Provincial Bank by
the Imperial Bank was Rs. 4,00,000. With this and the paid-up
share capital of Rs. 20,000 it started work as the apex bank of Bihar
and Orissa in April 1914. For this accommodation the Provincial
Bank paid a guaranteed dividend of 6 per cent per annum on the paid
up amount and a commission of % per cent per annum on the unpaid
amount of guarantee shares.

Constitution and Management.—The supreme authority of the
bank is vested in its General meeting of the shareholders, and the
executive authority in the hands of a Board of Directors consisting of
not less than 10 members to be elected annually at the General
meeting. The qualification of a Director is that he shall hold shares
in the Bank of the face value of not less than Rs. 1,000, with the excep-
tion of Directors representing Central Banks and societies holding
shares in the bank. The Registrar of Co-operative Societies is an
Ex-officio Director. Besides, to ensure smooth and speedy despatch of
work the formation of a small Working Committee consisting of not less
than 3 Directors is also provided. The Working Committee is vested
with most of the powers of the Board which meets once in three months.
The Chairman, the Managing Director and the Registrar of Co-operative
societies are members of the Working Committee of the Board. In both
the Board and the Working Committee the majority of the Directors are
representatives of Central Banks. At the meetings of the Board and the
Working Committee the Registrar is usually present. About the influ-
ence of the Registrar in the decisions of the Board of the Provincial
Bank, the B. & O. Committee on Co-operation observed as follows. “The
Registrar as the head of the field staff, on whose information the Bank
aepends for judging the wisdom of lending to Central Banks and as the
only channel for enforcing the demand of the Bank on the borrowing
banks, has generally an effective voice in all important matters of policy
and even of detail. His advice is never disregarded though on discussion
with his fellow-Directors he occasionally modifies it.”

Working of the Bank.—It is interesting to note that for about a °

decade in the beginning, the Bank was functioning as a ‘Book Bank.’ It
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handled no cash itself but operated on the cash credit of Rs. four lakhs

granted to it by the then Bank of Bengal, now the Imperial Bank of
India. All payments were made by cheques on the local branch of the
Imperial Bank. The cash credit of Rs. 4,00,000 guaranteed by the four
guarantee share holders, viz., the Maharaja Bahadur of Derbhanea, the
Maharaja Bahadur of Hathua, Raja Kirtya Nand Singh of Banailly and
Raja P. C. Lal Choudhery of Purnea enabled the Bank to adequately
meet all demands for assistance in its initial stages and function es a
‘book bank’ without the cost of maintaining a large staff to carry on cash
transactions. The Imperial Bank also charged interest to the Provincial
Bank on daily balances in the cash credit account at 3% per cent less
than its usual rate in view of the excellent security offered by these
magnates of the Province, The authorised capital of the Bank now
stands at Rs. 20,00,000 divided into 4000 ordinary shares of Rs. 500 each.
Of these 2922 shares have been subscribed; amount paid up is
Rs. 5,84.000, the uncalled amount being Rs. 8,76,600. How the paid-up
share capital, Reserve fund and the Working capital of the Bank rose
sraduelly at various stages will be easily seen from the statement given
below : — L

Share Capital Reserve

. Workin
Year. ( Pa);ls | up) gtsmd Capi t:l
1914-15 52,900 1,312 2,98,839
1919-20 1,16,800 ; 38,734 8,94,952
1924 2,41,400 1,45,910 37,88,201
1930 5,176,600 2,81.400 77,63,107
1935 6,11,200 7,07,000 1,08,91,000
1940 " 5,84,000 8,37,909 89,66,000

The recent fall in share capital is due to the adjustment of share
money of Central Banks and societies liquidated towards the dues of the
Bank. Regarding the heavy fall in the amount of the working capital,

it will be sufficient to say that the period following 1935 was a critical

period in the history of the Movement in Bihar. Very few of the
Central Banks held any fluid resources of their own, and recoveries from
societies during this period reached the lowest figure on record. As a
result, many of the Central Banks were unable to meet the due demands
of their depositors. Panic and dissatisfaction spread all round with the
result that heavy withdrawals of deposits from all co-operative banks
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commenced and very few could survive this shock. The failure of
many Central Banks to meet their obligations could not but, in the nature
of things, have its reactions on the credit of the Provincial Bank also.

There was heavy rush of withdrawals and consequently a heavy fall in
the working capital.

The statement below will show the total amount of deposits held by
the Bank at different stages of its working. Till 1935 it will be seen that
the deposits were always going up.

Deposits held from

Central

Year. Individuals Baar:g{s

Societies

Rs. ' Rs.

1925 35,07,000 8,74,000
1930 54,63,000 12,85,000
1935 68,97,000 13,79,000
1940 35,08,000 9,34,000

In the Report on the Working of Co-operative Societies in Bihar for
the year 1938 the Registrar observed: “Until and unless the Movement
is rehabilitated, the credit of the Provincial Bank which has sunk to a
low ebb, due to the failure of many Central Banks to meet their obliga-
tions, cannot be restored and the drain is likely to continue. It is how-
ever believed that the drain, though steady, has not been as heavy as it
might have been due to the good reputation so far enjoyed by the Bank
and the announcement made by Government about the rehabilitation of
the Movement at the last Co-operative Congress.”

Since then it is gratifying to note that an authoritative announce-
ment has been made by Government in the form of a communique re-
garding the rehabilitation of the Movement and the assistance to be
rendered to the Provincial Bank. But as there is some delay in giving
practical shape to the scheme, the situation in regard to drain on the
Provincial Bank has not ceased altogether, as was expected. There can,

however, be no denying the fact that the communique has gone a long
way in restoring the status quo of the Bank.

It must also be mentioned here that it would have been impossible
for the Bank to meet the heavy withdrawals without the financial assist-
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ance which was received from the Government of Bihar in the form of
loans—first in 1934 of Rs. 20 lakhs, and again in 1939 of Rs. 10 lakhs
given for the repayment of deposits. The Government were also pleas-
ed subsequently to suspend (the recovery of) the instalments on the first
loan as well as the interest on the same, in view of the difficulties of the
Bank to pay. The second loan of rupees ten lakhs was given without
any instalment fixed for repayment. The total amount due to the Gov-
ernment on account of the above loans stands at Rs. 23,08,000.

Advances to Societies and Central Banks.—Except in special cases,
no loan is granted by the Bank to the primary societies direct, The
only exception is the co-operative societies among the Paharias who are
the aborginal tribes living on the hills of Raj Mahal in the district of
Santal Parganas. Their chief produce is Sabai grass, which is sold to
the Titagarh Paper Mills through local agents. These local agents were
also the chief money-lenders to Paharias and they used to charge a
heavy rate of interest which barely left anything for the Paharias out of
the price. There-are now 38 societies working among them directly
affiliated to the Provincial Bank. The societies have proved a real boon
to the Paharias and it will be no exaggeration to say that they are now
leading a more happy and prosperous life. Out of these 38 societies, 12
are placed in A class and the rest in B or C class. Ten societies };ave
become entirely independent and borrow no money from the Bank. The
Statutory Resgrves of these societies at the end of 1940 stood at Rs. 6.350
members’ deposits at Rs. 1927 and their paid-up share capita’I a1,:
Rs. 2,327. At the close of the year not more than Rs. 10,000 was owed
by all the societies combined to the Provincial Bank. The recovery
in 1940 was 942 per cent in principal and cent per cent in jnterest.
This is not a mean achievement particularly for a backward tribe.

To Central Banks, the advances made are of three kinds: —

1. Cash Credit upto a miximum limit of Rs. 15,00 (secured on
general assets). Rate of Interest charged by the Bank is § per cent
while that allowed to constituents on their floating deposits I;,as 2%
per cent, now reduced to 1% per cent. Limit is renewed, or other-
wise regulated annually, on the recommendation of the Registrar.

2. Maximum Credit. This is allowed up to a maximum of twice the

amount of the sanctione I i
amo ioned cash credit and begrs the same rate of inte-
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3. Loans. All loans to the Central Banks are also advanced on the

recommendation of the Registrar. Due to the bad condition of most of

the Central Banks practically no loans are being advanced now.

A comparative statement of total advances due against Central

Banks under loans and credits is given below :

Cash & Maximum

Year. Loans, Credit. Total.
Rs. Rs. Rs.
1930 37,80,079 5,40,623 43,20,702
1935 52,57,000 9,12,000 61,69,000
1939 47,31,222 9,58,500 56,95,722

Recoveries from Central Banks are not at all satisfactory. The
Central Banks when faced with heavy withdrawals practically stopped
making repayments to the Provincial Bank in a desperate attempt to
save their credit. Subsequently, when it was found that it was a hope-
less endeavour, many Centrel Banks held meetings of their creditors
under the provisions of Section 24-A of the B. & O. Co-operative Sacieties
Act, 1935, and arrived at a compromise with them, which on being
approved by the Registrar was made legally binding on all concerned.
The main utility of such a compromise was that all creditors were treat-
ed alike and none could force the Central banks into liquidation, as the
recoveries as and when made were to be distributed pro rata amongst all
the creditors. These compromises invariably led to a great sacrifice by
the Provincial Bank in the matter of the future rate of interest. In
several cases interest had to be sacrificed entirely and in others the rates
were drastically reduced. The cumulative effect of all this was that the
average rate on loans to Central Banks was reduced to 3:61 per cent as
against the average rate of 4 per cent on deposits. But in the larger
interests of the Movement, the Provincial Bank had to agree to the
arrangement in every case. These creditors’ meetings were mainly
designed to serve as a stop gap arrangement pending the final rehabilita-
tion of the Movement, and this purpose they have fully served.

It must also be mentioned here that till 1934 the Provincial
Bank had no independent agency of its own to enquire into the affairs
of the Central Banks. In 1935, as one of the conditions attached to the
Government loan of Rs. 20 lakhs, two qualified inspectors were appoint-
ed for the purpose. It was further laid down by the Government that
in case of any future loans or accommodation to be given to the Central
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Banks, the bank should as a measure of additional safe-guard satisfy
itself fully about the safety of the loan, irrespective of the Registrar’s
recommendations. The conditions of the Central Banks thereafter were
fully examined by the Inspectors and the reports received from them
were found very helpful in clarifying the position in which the Central
Banks were placed.

Another very important feature of the Bank’s working in recent
times was the assumption of the management of four Central Banks
besides two Traders’ Banks in the year 1936-37. This step was taken
with the complete approval and concurrence of the Registrar. The autho-
rities of those banks as well as their’creditors having expressed their
desire that the managements should be taken over by the Provincial
Bank, the latter had no option but to do'so. Subsequent results of
their working have, however, shown that it was all to the good that
this was done., Not only recoveries have improved appreciably, but
a number of other problems facing those banks—especially land affairs
which the banks had acquired in the process of execution of award
and liquidation proceedings against societies have since been settled
quite satisfactorily. Below is given a table to show comparative cash
recoveries in three out of the four Central Banks. The condition of
one Central Bank was very bad for long before and so no improve-
ment could be made in it beyond disposal of almost all the lands held
by the Bank.

Cash recoveries.

Name of the Bank.

1938 1939 1940
1. Fatwah Central Union .. 21,467 217,001 53,730
2, Jehanabad C.C. Bank .. 22,003 33,075 48,084
3. Shaikhpura C.C. Bank .. 10,261 11,482 17,829

From all the Central Banks repayments to the Provincial Bank for
a number of years before they came in its direct charge were almost
next to nothing. In the time of the Provincial Bank’s management
although recoveries are required to be distributed pro rata to all the
creditors, the share of the Provincial Bank in the distribution has natu-
rally been more-for.the reason of its being the single biggest credi-
tor.
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The reasons for these improvements are no other than the obser-
vance of some very elementary business rules, viz.:—(1) Examination
of individual loans in the societics and systematic action against bad
and wilful defaulters; (2) Grenting of remissions towards interest
as found justifiable on the merits of cach case and realising the balance
of dues quickly in cash; and (3) Proper control over the paid staff.

The Chief Executive authority for the management of the Central
Banks is vested in the Managing Director, subject to the approval of
the Board in certain specified matters. The dey-to-day administra-
tion is carried on by the Inspecting Officers, under. the orders of the
Managing Director. The manafement is carried on through a local
Advisory Committee, consisting of five to six members, with the local
S.D.0. as Chairman and the Inspecting Officer as a member of all
the Committees. The other members are drawn from among the
shareholders of the Central Banks concerned. The Committee is in-
variably consulted on all matters regarding finances, and their recom-
mendations have been found to be very helpful and practical.

The staff of these Central Banks are dircctly under the control of
the Provincial Bank.

Some Acknowledgements.—Among the original founders of the
Provincial Bank were men of outstanding position in the public life of
the Province. Mr. B. A. Collins, then Registrar of Co-operative
Societies, and Khan Bahadur Mohiuddin Ahmed, then Deputy-Regis-
trar and later Registrar, Co-operative Societies were, on the official
side, the heart and soul of the movement. The Hon’ble Rai Bahadur
Sbeo Shankar Sahay was the first Chairman of the Bank. The late
Sir _Syed Ali Imam was Chairman for seven long years. The present
Chairman, Dr. Sir Syed Sultan Ahmed, who has been holding the
office for the seventh year in succession, is well known all over India.
He has been truly a friend, philosopher and guide. Among others it
wo.uld be hard to make a distinction, but mention must be made of
Ra.u Bahadur Mihir Nath Ray, who was for 21 long years the Managing
Director of the Bank and served it with a true public spirit
Not only the Bank, but the Movement owes a great debt to Ra.i
Bahadur .Syamnandan Sahaya, the present honorary Managing Director.
He occ:}lpxes an unique position in the public life of the Province. Though
afprejrmc.er landlord with plenty of business of his own, he is devoting much
of his time and thought for the improvement of the conditions of the
movement. His wide experience of men and things and his b o
talents have sustained the Bank in the most difficult period of ‘tumt:wissf
tence. It is due entirely to his guidance and firm controt; tlhzt ,:he
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management of Central Banks, in the direct charge of the Provincial
Bank, has proved a success. As Chairman of the Rehabilitation Com-
mittee constituted by the Government, he made outstanding contribu-
tions towards the formulation of the rehabilitation scheme. The ser-
vices he has been rendering will ever remain a source of inspir;tion to
workers both paid and honorary. Finally acknowledgment must be
made of the valuable services rendered to the Bank by Mr. V. M. Tha-
kore, the paid Secretary of the Bank. His sound and able manage-
ment of the Bank’s affairs has been repeatedly acknowledged by suc-
cessive Registrars as well as the authorities of the Bank.

Cost of Management.—The comparative statement below gives the
total cost of management during the last five years.

Year, -Total cost.
Rs.
1936 .. 43,626
1937 .. 42,767
1938 .. 39912
1939 .. 41,393
1840 .. 31915

The proportion to the working capital works out at below 0:50
per cent.

Scheme of Rehabilitation of the Co-operative Movement in Bihar.—
As published in the Government communique, the place assigned
to the Provincial Co-operative Bank in the scheme of Rehabilitation is
as follows:—"“Government will bear the losses of the Provincial Co-
operative Bank in giving effect to the Rehabilitation scheme and will
give such other financial assistance and support as may be necessary.
In view of the nature and extent of the financial responsibility involved,
Government will assume necessary control over the Provincial Bank
at least for a number of years during the period of Rehabilitation and
appoint an experienced Banker, to be called the Banking Adviser, who
will work as the Managing Director and will be primarily responsible
for advising Government on the banking side of the business........ ”

&

The position of the Provincial Bank is thus fully secured now.

& But whatever the future order of things and whether the agricuitural

credit system is aided by the State or not, stability must necessarily

depend on the stability of primary societies and the efficient working
of Central Banks.
u
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The scheme of Rehabilitation of the Co-operative Movement in
Bihar envisages a thorough overhauling of all the component parts.
The scheme has been welcomed and prominent co-operators have pub-
licly expressed their satisfaction. The general desire was to see the
end of an impasse which had been eating into the vitals of the Move-
ment. It is to be hoped that the lessons of the past will be fully utilised
and kept in view in building up the future edifice of the Movement.
If the Movement is to play its destined role in the economic regenera-
tion of the country as it must, it is most essential that sound rules and
principles should no longer be a mere matter of theory but should al-
ways be put into practice vigorously. Here I would quote a very
wise and sincere observation made by the late Khan Bahadur Mohiud-
din Ahmed, Registrar of Co-operative Societies, Bihar and Orissa, in
one of his administration reports: * The attitude of the public is much
the same. All, or nearly all, bless with their lips; most are interested;
a fair proportion will take shares, invest money or sit on board. A few,
a very few, do some real work. This is probably the way of the world,
and it is perhaps foolish to hope for more. To wait for a millenium
of social service or to build up a system which depends on the honorary
labour of a large percentage of the educated classes, who can have but
little pecuniary interest at stake, would be chimerical.”

However sound rules and regulations in themselves may be, the
ultimate success of their execution must depend very much on the type
of men who are to manage the affairs and of those who have to super-
vise and control. If this is done on honest and efficient lines, there if,
ho reason why the Movement in Bihar should not bring in its train
promise of enduring vitality and growing usefulness.

THE MYSORE PROVINCIAL CO-OPERATIVE APEX BANK
By

Y. SrEENIVASATIYA, BA, LL.B,
Advocate, Mysore.

The Mysore Provincial Co-operative Apex Bank celebrated its
Silver Jubilee in March 1941, It was started in November, 1915, with
its head-quarters at Bangalore, the seat of the Government of Mysore.
From its very inception it enjoyed the sympathy of the Registrars of Co-
operative Societies and the suppoert of the public. In the very first year
it had s its members 504 individuals and 308 co-operative societies out
of a total of 800 for the whole State. Such a large proportion of socie-
ties could never have joined the Bank but for the persuasion of the then
Registrar, Mr. M. A. Narayana Iyengar, whose foresight, earnestness and
enthusiasm in the development of the movement is gratefully acknow-
ledged by every co-operator in the State. Within six months the Bank
was able to attract deposits to the extent of Rs. 1,25,000 and to issue
loans to the extent of nearly Rs. 2 lakhs. Its career was one of steady
prosperity till the world economic depression affected it adversely since
the year 1930-31.

Tt is not to be suvposed that before the Provincial Co-operative
Bank was started, there was no facility for financial aid to the co-opera-
tive societies. There were both local and provincial co-operative orga-
nisations already in the field. At the end of 1915-16, there were 15 Co-
operative Federal Banking Unions, most of which confined their juris-
diction to a single taluk. There was also a District Central Bank at
Mysore city which had jurisdiction over the whole of the Mysore Dis-
trict; and above all there was a Central Co-operative Bank at Bangalore
with jurisdiction extending to the whole of the State.

Indeed the purpose of the Central Bank of Bangalore, started in
1908, was, as its very name suggests, to finance the societies. But since
individuals also were eligible for membership and borrowing, it was an
organisation whose sole object was not the financing of co-operative
societies. It was a credit society providing credit facilities both to
individuals and societies, with no special leaning to either class of mem-
bers. It was mainly guided by business considerations of safe invest-
ment, quick turnover and good profit.
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The procedure prescribed for granting loans to individuals is differ-
ent from the one followed in the case of societies. In the former case the
Managing Committee can at its own discretion sanction the loan, whereas
in the case of societies the recommendation of the Registrar is indispens-
able. It is natural for a committee to follow a course which is less
restrictive of its powers, and therefore the Central Bank was finding an
outlet for its funds in granting loans to individuals and postponing the
spplications of the societies, probably till all the formalities were com-
plied with. Since its jurisdiction extended to the whole State, indivi-
duals wherever they resided, could become its members and borrow on
the security of their own assets. Thus a member of a village society who
wanted a loan quickly could, instead of applying through his society,
directly approach the Bank resigning, if necessary, his membership in
the local society. The weaker members of the societies would suffer if
the more prosperous amongst them could borrow from the Central Bank
independently of the society. The constitution of the Central Bank
was thus defective so far as the interests of the member societies were
concerned.

The Federal Banking Unions were too weak financially to be able
to meet the demands of their societies in full without the aid of the
Central Bank. These Unions to which the Central Bank had to sanc-
tion loans to enable them to distribute funds in their turn amongst their
applicants, were mere instruments of additional cost and delay to the
borrowing societies and therefore were not calculated to be either
popular with or serviceable to the societies.

But co-operative societies were multiplying by leaps and bounds
from 1911-12. Whereas there were only 208 societies in 1911-12, the
number rose to 800 in 1915-16. More than 660 of these were agricultural
co-operative societies. They could not be satisfied or assisted to start
work if they could not get their financial requirements readily from a
financing Bank. The Registrar who took the responsibility to bring
them into existence in such quick succession could not shirk the respon-
sibility of assisting them to get the funds they required. He felt that a
societv which would “be a Society of Societies found by them, worked
for and by them and consulting no interests other than what are strictly
co-operative in character” should be separately started and therefore

took a leading part in the establishmenit of the Provincial Co-operative
Bank. B, '

But the existence of two financing banks both of which had co-ex-
tensive jurisdiction over the whole of the State led to mutual friction.
Attempts were therefore made to amalgamate the two Banks. In spite
of the Registrar, the shareholders of the Central Bank, it is said, over-
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threw the recommerdation of the Sub-Committee in favour of amalga-
mation. No attempt was made again in this direction.

The conflict between the two Banks soon came to the notice of the
Government, which directed that the business of issuing loans to societies
be divided fairly and impartially between the two banks according to
their resources and that one half of the number of applications at least
received by the Provincial Bank should be transferred to the Central
Bank. As this arrangement did not work satisfactorily, the Government
directed in May 1916, within about six months after the Provincial Bank
was started, that in order that each Bank “may have its own separate and
distinct sphere of operation” and “develop fully the field of investment
and co-operative organisation therein” the Central Bank should confine
its lending operations to the Districts of Bangalore, Kolar and Chital-
drug, and the Provincial Bank to the remaining five districts. At the
time the order was passed, there were 300 societies altogether in the
districts allotted to the Central Bank and 500 in those essigned to the
Provincial Bank. The idea of single provincial financing bank for the
whole State was thus in practice upset.

For a time this arrangement was followed by both the Banks; but
even this device was felt to be unsatisfactory. Because the
number of societies that were members of the Provincial Bank were far in
excess of those of the Central Bank (vide table A below), loans sanction-
ed to societies between 1917-18 and 1923-24 by the Central Bank exceed-
ed for a number of years those sanctioned by the Provincial Bank. It
is evident that the Registrar who had to meke recommendations on the
loan applications to the respective banks was keen to see that he did not
‘expose himself to the charge of being partial to one of the two banks.
The total amount of loans sanctioned by the two banks for the several
years when the ‘partition’ scheme was in force was rather small as can be
geen from the following table: —

TABLE A.
The Provincial Bank. The Central Bank.

No. of Society Loans No. of Society Loans Total Loans

Year. members (Agrl.)  issued. members (Agrl.) issued. issued.

Rs. Rs. Rs.
17-18 380 70,000 110 99,356 169,356
18-19 393 53.523 118 .82.389 135.012
19-20 401 85,586 136 147 618 235.196
20-21 383 121,384 129 72,463 163 847
91.22 390 85633 132 80,511 126144
22.23 . 398 85,572 141 57,411 92,968 -

23-24 420 83666 161 21 572 80,238
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In the year 1920 the Government appointed a Co-operative Enquiry
Committee presided over by the late Sir Lalubhai Samaldas. The Com-
mittee was to consider, in addition to other questions, whether an
intermediate Institution like the District Central Bank was necessary
and whether both the Provincial Bank and the Central Bank should be
allowed to function as provincial financing organisations as heretofore.

. In the year 1923 the Committee reported that it was unnecessary to have
an intermediate central bank in the State and that the Central Bank,
Bangalore should be either amalgamated with the Provincial Bank or con-
verted into a mere urban bank and that a single Provincial Apex Bank
should be formed and exclusively empowered to grant loans to societies.
The recommendation of the Committee was accepted by the Govern-
ment, and the Provincial Bank was converted in 1925 into the Provincial
Co-operative Apex Bank, and the Central Bank was prohibited either
{from admitting societies afresh as members, or granting loans to those
that were already its members. The Federal Banking Unions were all
abolished gradually, and the District Central Banks have also been
awaiting their final closure by the Government.

During the six years following 1925 there was a rush of societies
in the Apex Bank for membership and loans. The Apex Bank followed

at that time a liberal policy of granting loans as the following table
shows: —

TABLE B.
Year. Soclety members Loans issued. OT::;L,;O;:
Rs, Rs.
1625-26 563 176,073 8,35.757
1028-27 618 311407 814,088
1627-28 710 4,98.958 11,89 560
1628-29 785 7,46383 1688979
1629-30 863 861,679 23,11 559
1630-31 922 7,711,001 26,88.640
1931-32 054 175,311 26,2125

The world economic depression gave a set-back to the business of
the Bank, as disclosed by the figures for 1931-32. Since the year 1930-31,
the Bank shows a gradual fall in its business and working capital,
though the number of societies enrolled as members is increasing year by
year. This leads one to the conclusion that fresh loans are being advanc-
ed mostly to new societies that are being admitted and that older socle-

ties are not in numerous cases borrowing again from the Apex Bank
(Vide table C.) *
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TABLE C
Number Percen-
of Totel Loans Losns Balance tage of
VYear. members F.D. working issued reco- of loans overdues Net
(societies capital. to vered. due. to profits.
only) societies. demand. )
Rs. Rs. Rs. Rs Rs Rs.

(lakhs)  (lakhs) (lakhs) (lakhs) (lakhs)
29-30 863 24-93 27-86 8-35 2-39 23-11 548 48,405
30-31 922 29-13 33-54 7-11 446 28-38 80-4 41,528
31-32 954 35-12 3985 175 1-90 28-21 86-8 20,843
32-33 964 3755 42-43 1-76 2:08 25-88 87-4 21,764
33-34 975 3563 36-87 1-08 2-42 24-55 88:5 20,885
34-35 976 33-15 3758 0-98 2:35 PARY) 81-0 14,548
35-36 938 31-68 38-18 1-36 1.64 22-89 89-4 5023
36-37 985 31-88 37-69 1-8 2-49 22-21 746 4,982
31-38 1001 29-24 34-97 1-76 171 22-26 77-9 54
88-39 1024 25-29 31-01 1-98 1-69 22-55 79:1 14841
39-40 1063 2321 31-02 213 2:12 22-41 -1 34,213

The Government have authorised investment in the Apex Bank of
the funds of the Local Bodies, Muzrai, and Trust Institutions in the
State.

The Bank has not attracted much of the spare funds of the Move-
ment. Though the working capital of the movement has been, for the
past many years, far above Rs. 2 crores, as the following Table D shows,
the deposits of societies in the Bank never went above Rs. 820 lakhs and
have indeed been declining year by year.

TABLE D.
Total working
capital of Increase over the Deposits of Govt.
Year. the move- previous year’s societies in the loans.
ment. capital, Apex Bank.
(Lakhs) (Lakhs) (Lakhs) (Lakhs)
28-30 169-25 16-87 2-52 _—
30-31 189-32 20-08 3-73 1-15
31-32 203-77 14-45 6-40 115
32-83 223-09 19-32 8-20 1-01
33-34 217-60 -9+39 813 13
34-35 231-0% 14-45 7-89 15
35-36 236-05 5-0 4-34 -18
36-37 240-29 42 5-43 18
37-38 258-47 18-18 5-50 18
33-39 263-10 4-63 $-39 18

89-40 284-19 1-09 5-19 2:13




112 Tue INpiAN Co-oPERATIVE REVIEW (JAN. — Man, 1041)

As the issue of loans since the year 1931-32 was very much reduced on
account of the overdues, which someiimes was as high as 90 per cent
of the demand the Bank not only refused to receive fresh deposits but
even refunded the old deposits as they matured. We find that
the deposits, which in the year 1931-32 reached the highest figure of
Rec. 37-55 lakhs, have gradually been reduced year by year till in the
year 1939-40 they amounted to about Rs. 23-21 lakhs; or, in other words,
they fell by about Rs. 14-34 lakhs within the period of nine years. The
Bank which had not drawn for a number of years the loan of Rs. 15
lakhs, sanctioned by the Government for the purpose of financing housing
societies, drew it fully in 1939-40. Further it got sanctioned by the
Government in the same year a cash credit of Rs. 5 lakhs, a portion of
which also it drew in the same year.

Strenuous efforts are being made to recover the overdues from socie-
ties. The result has been encouraging latterly. The slight improvement
in the price of some of the agricultural commodities, such as rice and
cocoanuts for the last one year, has been reflected in the improvement
of recoveries. We read in the Silver Jubilee Report of the Bank, that
the recovery during the first six months of 1940-41 ending with Decem-
ber 1940 was Rs. 1:43 lakhs towards principal and Rs. -59 lakhs towards
interest. This total sum of Rs. 2:02 lakhs towards the dues of the Bank
exceeds twice the recovery during the corresponding period of the pre-
vious year, which itself was far better than those of many of the years
immediately preceding. It is expected that the recoveries during the
coming years will be encouraging and reduce the percentage of overdues

very appreciably.

The Bank followed from the beginning the policy of considering‘

accrued interest as profit in preparing the profit and loss account. With
the accumulation of heavy arrears in respect of principal and interest
due from the indebted societies, it was felt to be unsafe to believe that
all accrued interest would be recovered without fail; consequently in the
year 1937-38 the Bank changed its policy, and decided to take into
account only the interest actually recovered. Naturally there was a fall
in the net profit realised during the transition period, though from the
year 1938-39 the balance is being regained. The profit calculated on
cash basis in 1938-39 was Rs. 14,129 and in 1939-40 it was Rs. 34,312.

Many of the moffusil societies, especially urban credit societies, have
been utilising the local branches of the Mysore Bank for keeping their
surplus funds. The greater part of these funds is kept in current account
or accounts that carry a very low rate of interest. If the Apex Bank
opens branches at least in bigger cities and towns it is very likely that
such branches may serve the double purpose of providing centres of
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pooling for local co-operative money and serving as agencies for collect-
ing dues from indebted societies in the neighbourhood. Inspite of re-
peated resolutions of the Co-operative Conference for very many years,
the Apex Bank declines to open branches—not even in Mysore city
vshere there are 50 societies possessing nearly Rs. 40 lakhs of working
capital and a turnover of more than Rs. 1:5 crores. The Provincial

" Bank of Bombay work: with branches in numerous centres. The idea

is neither new nor impracticable.

Loans are advanced at different rates of interest to different classes
of societies. Loans to agricultural societies for lending to agriculturists
to meet the current agricultural needs are advanced at 5 per cent. The
housing societies are charged 5% per cent. In other cases the maximum
rate is 7% per cent. Cash credits are given to societies, the rate of
interest charged depending upon the nature of the business of the
society. Marketing and producers’ societies generally get the loan at
a concession rate. The bye-laws fix the maximum rate at 3 per cent
above the highest rate on fixed deposits payable during the year.

The maximum rate of dividend that was fixed at 6 per cent in the

original bye-laws has been now raised to 7% per cent to preferential
share holders. ~

The constitution of the Bank is as follows: —

It has got preferential share holders, who are individuals who cannot
borrow otherwise than on the security of their own funds in the society;
and ordinary share-holders which are co-operative societies. The value
of a share is Rs. 100 for both preferential and ordinary shares. A pre-
ferential shareholder cannot hold more than 10 shares.

Originally the Board of Directors had not less than seven and not
more than 10 members, of whom not less than half were required to be
representatives of affiliated societies. Theoretically it was permissible
to have no representatives of the preferential shareholders on the Board.
Later on the number of Directors was increased to 14, of whom one was
to be a member co-opted by the Board, one president elected by the
General Body, and the remaining 12 also elected by the General Body
annually, of whom, as mentioned before, half at least were required to
be representatives of co-operative societies. In the elections of the mem-
bers of the Board both the preferential share-holders and ordinary
share-holders have one vote each. Proxy voting has been prohibited
under the Act.

On the recommendation of the Chandrasekhara Iyer Committee of

1936, the Government have framed a rule under the Co-operative Act
13
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prescribing the composition of the Board of Directors. The share-
holders have no power now to interfere with its composition. Under the
said rule the Board consists of 15 members, of whom one is the president
elected annually subject to the approval of the Government. The Gov-
ernment nominates 2 mambers, who may not be even the members of the

bank., Of the remaining 12, two seats are for the preferential share .

holders, five for urban societies and five for the rural ones. The Direc-
tors representing these separate classes are elected by the share-holders
of the respective classes only. Amongst the 12 elected Directors one
representing the preferential share-holders and two each out of the Direc-
tors of urban and rural societies respectively retire by rotation. The
bve-law of the Bank prescribes that lots should be drawn to determine
which of the Directors should retire. The retiring Director is not eligi-
ble to stand for election for the succeeding year.

The chief executive officer of the Bank is, according to the standing
rules, the Secretary who shall not be a member of the Board but a
salaried wholetime officer, appointed by the Board of Directors subject
to the approval of the Government.

The promoters of the Provincial Bank intended at first that it should
be not only a financing centre but also an Institution for Supervision,
Insnection, Audit, and Education. They included amongst the objects of
the bank the following items also: —

Clause (B). To supervise Co-operative societies affiliated to it by
frequent insvection and audit and maintain the purity of their co-opera-
iive principles.

Clause (C). To spread co-operative knowledge in the State by the
deliverv of lectures, the publication of bulletins and pamphlets, holding
of Taluk, District and Provincial Conferences and the opening of co-
operative libraries and reading rooms.

Clause (E). To organise a co-operative service for the benefit of
persons working as office-bearers in societies,

For sometime it conducted conferences with the assistance of the
Department, published pamphlets and bulletins and also inspected
societies. It maintains a library. But its work in these directions has
not been considerable. For a period of 3 years prior to the formation
of the Co-operative Propagandist Institute in 1924, no provincial confer-
ence was held. Ever since the establishment of the Institute. the Bank
has not undertaken any of these functions except inspection. The bye-
laws have been so amended later on as to omit these items from the
objects of the bank.
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With the establishment of the Land Mortgage scheme, the policy of
the Bank has been more or less to confine itself to the advange of shc'n't
term and intermediate term loans, except in the case of Housing Socie-
ties. The Lend Mortgage Societies have, on the Yvhole, advanced m(;re
than Rs. 10 lakhs since the year 1929-30, which in a way accounts for
the reduction in the volume of loans issued by the épex Ba'nk d_urmgf
the period. The policy of the Bank latterly has been in the dlrect13nb:
avoiding, as far as possible, loans to redeem heavy prior mortgage debts
and confine the transactions to objects which enal?le the borrower to
discharge the loan within the pcriod granted to hl'm. At present tht;
President of the Apex Bank happens to be the P'resulent of the Centra
Land Mortgage Bank also. It is hoped that he will be able .to forrnullalxte
a policy by which the two institutions will be able to function usefully,

without mutual overlapping.
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tended chiefly to finance co-operative societies. Since it was the first
society provision was also made for lending money to individuals. But
the Bye-Laws safeguarded that individual members should not pre-
dominate over the Institution. It was stated therein that out of 1000
shares originally prescribed for the bank not more than 500 should be
allotted to the individuals, and out of the 7 members of the Board of
Management not less than 4 should be the representatives of the socie-
ties when their number exceeds 50. Thus it will be evident that though
it was the first co-operative society in the State the organisers intended
that it should be the financing bank for the Movement in Travancore.

The first general body meeting of the bank was held on 5th Maka-
vam 1091 MLE. (Jan. 1816). It was presided over by the late Dewan
Bahadur A. Govinda Pillai, a retired judge of the Travancore High
Court. The first Board of Management of the Bank was constituted
that day with the late Dewan Bahadur S. Padmanabha lyer, who for
some time had been the acting Dewan of the State, as President, and
the late Mr. A. Sri Narayanan Thampi, the son of His Highness the
Maharaja Visakom Thirunal, one of the most celebrated Maharajas of
Travancore, as the Secretary. The Bank opened its offices the very next
day at the residence of the Secretary, with a capital Rs. 20 contributed
by the President as entrance iee towards his shares. At the close of the
first year the bank had 69 individual members and 16 society members
contributing respectively 361 and 16 shares of the value of Rs. 100 each.
The amount collected during the year in the shape of share capital was
Rs. 8,340. Within a few months after the organisation of the Bank the
Government was good enough to contribute a sum of Rs. 50,000 as a loan
for 10 years. During the year the bank advanced Rs. 37,560 as loans to
the societies and Rs. 150 as loans to the individuals. The loans were first
advanced for two years at 9% per cent interest per annum with a rebate
of 2 per cent for punctual repayment. Slowly but steadily the transac-
tions of the bank grew. Yet for the first five years the bank had to limit
its transactions within the amount secured as share capital and
Government loan. The deposits from the public came but slowly. When
once the public began to trust the bank, the deposits began to pour ia.
In 3920, it had only a deposit of Rs. 230. In 1925 it grew to Rs. 2,27,480,
in 1930 it was Rs. 11,94,000 and in 1935 it increased to Rs. 16,39,000. That
was the peak year, so to say, for the bank. That year the bank had 711
society members, with a subscribed capital of Rs. 7,68,600, a paid-up
share capital of Rs. 1,55,250, outstandings under loans to the value of
Rs. 12,27,236, a working capital of Rs. 23,00,000 and a total turnover of
Rs. 87,50,000. In 1924 there was a devastating flood in Travancore and
to give relief to the sufferers, the Government kindly lent them large
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sums of money, out of which Rs. 2,00,000 was lent to the members of
the co-operative societies through the Central Co-operative Bank,

With the growth of the bank on its material side, changes were in-
troduced from time to time in the method of its working and in its
constitution. To begin with, the business of the bank was confined to
the lending of money to its members. Slowly but steadily its sphere of
activities was enlarged and now the bank does all sorts of general bank-
ing business not prohibited by Co-operative Regulation or Rules. The
office of the bank was shifted to a rented building in the heart of the
city of Trivandrum. A few years hence it acquired its own premises.
In due course such alterations and enlargements were effected as to
make the bank building one of the most attractive and beautiful in the
city. The hours of business were confined to the evening to start with,
A little after it acquired its own building, in order to give additional
facilities to its constituents and to enlarge its general banking business,
it had to keep open its offices from 10 A.M. to 4 P.M.

A small bank opened with an honorary part-time Secretary and a
clerk developed in the course of fifteen years into an institution having
several departments supervised by a Manager and controlled by a full-
time Secretary. The growth of society members and their transactions
necessitated the institution of a field staff to inspect and regulate the
working of the societies which had borrowed from the Bank. When
funds increased and the co-operative societies could not make use of all
its available resources, the bank began to serve the purpose of an urban
bank in the city. A large number of individuals joined the Bank and
loans were issued to them on personal security. Even then the bank
was left with very large surplus. This induced the bank to assume to
itself the function of a land mortgage bank to advance intermediate loans,
from 5 to 7 years. The bank thus advanced about Rs. 4,00,000 on the
security of landed properties. The meetings of the Managing Com-
mittee, which were ordinarily held once a month or even at longer
intervals, had to be held once a week, often even twice or thrice a week,
each sitting lasting for 3 to 4 hours. The general body meetings seldom
attracted the attention of the members in the beginning. For want of
quorum it was not possible to hold some of the meetings. But as busi-
ness increased, members began to take keener interest and meetings
were largely attended. Some of the meetings were attended by 400 to
900 members and the time devoted at such meetings extended for
several hours, so much so that the late Mr. G. K. Devadhar in his Report
on Co-operative Movement in Travancore remarked with reference to
one of the meetings he attended that “It is amusing to note here, in

passing, that its sittings lasted for full 25 hours spread over three days,
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and this suggests the urgent need of framing bye-laws to regulate elec-
tions and the conduct of annual general meetings.”

The bye-laws of the bank originally provided for a Board of
Management with seven members, four representing the societies and
three individual members. During the course of working it was found
that to safeguard the interest of societies, they must have greater re-
presentation. Hence provision was made in the bye-laws to constitute a
Board consisting of 21 members, 14 representing the societies and 7 re-
presenting the individuals. With the enlargement of the Board of
Management, an Executive Committee was constituted with 5 members
to attend to the details of the work in the bank. As the general body
meetings had the power to thwart the decisions of the Board, and the
meetings of the general body were more largely attended by individual
members, the societies demanded plurality of votes at such meetings to
their representatives, so that they may have a preponderating voice in
deciding questions of policy. Finding that their demand was right in a
bank which was organised and conducted for the benefit of the societies,
the bye-laws were amended accordingly, even though the principle of
“One man one vote” had to be given up. When an urban hank for the
city was organised and the membership of individuals in the Central
Bank was discouraged, the conflict of interest between the societies and
the individuals ceased and hence the principle of exercising only one
vote by every member has recently been restored.

The bank prospered under the management of a Board consisting
of high retired officials, able public men commanding the confidence of
the country and experienced co-operators possessing missionary zeal.
The position of the bank then has been described in the Devadhar Com-
mittee Report thus: —“At the end of 1108 M.E. (1933) only about Rs. 12
lakhs out of a working capital of over Rs. 20 lakhs had been ahsorbed
by the members of the bank (individuals and societies) and about Rs. 8
lakhs was invested with banks and the Government at rates of interest
lower than those paid by the bank for deposits.” The surplus the bank
thus enjoyed for several years continuously was not destined to 1last
long.

Slowly but steadily the deposits and the transactions of the Bank
began to decline. In 1935 they stood at Rs. 16 and Rs. 87 lakhs. In 1940
they came down to Rs. 7 and Rs. 25 lakhs respectively. The prime
cause for this decline may be traced to the very success of the bank and
the enviable position it commanded among the banks in the State.
Naturally any Registrar would like to wield patronage over such an
institution. Especially when the Registrar happens to be new to the
office, his ambition for power would be greater. The Board of Manage-
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ment resisted the interference of the Registrar. When confronted with
resistance, the Registrar tried to dislodge the officers concerned from
the Board. When defeated in this attempt the only course open to him,
as expressed by Sir M. Habibulla, the then Dewan of Travancore, to
a Deputation which waited upon him was to “strangulate the bank.” The
economic depression which set in by about 1930 and the consequent in-
capacity of the rural societies to make payments to the bank gave him
a handle. He worked upon it and in this campaign of his, he was assisted
by some ambitious individuals who hoped to come into power with the
assistance of the Department. The campaign to demolish the faith of
the investing public in the bank succeeded and the bank has thus come
to grief.

Even though the financial position of the Bank now is unenviable,
it is not bad. The balance sheet published by the bank for the year 1939
shows that its assets come to Rs. 14,59,705 made up as under: —

Rs.

Cash in hand and in Banks 44172
Investments in Government Paper 1,01,545
Loans and Overdraft due by Societies 6,80,946
Loans and Overdraft due by Individuals 4,10.636
Interest due 1,53,849
Other Assets 67,957

Total 14,59,705

The liabilities of the Bank that are to be paid out to others come
to only Rs. 11,91,377, made up as under: —

Rs.
Deposits 4,13,886
Reserve Fund and other Funds of Societies 3,09,213
Loan from Government 1,82,500
Overdraft from the Imperial Bank 94,447
Other debts due to outsiders 51,231
Paid-up share capital due to members 1,40,100

Total 11,91,377

The balance of Rs. 2,68,328 belongs to the bank itself, consisting of
he Reserve Fund, Building Fund, undisbursed profits of the Bank etc.,
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which are not returnable to any one. Hence tmless the bank is to incur
a loss exceeding this amount the interest of the creditors will not be
affected. Even if according to the conditions of Debt Redemption Acts,
the debtors are to avail of the concessions allowed to them, the bank
cannot lose more than Rs. 215 lakhs. Then, the capital of the bank will
be secure and the timely repayments will be assured. The creditors
including the share-holders will get back every anna in their rupee. In
the matter of making payments also, the anxious days appear to be
almost past. Out of the outside liabilities of about Rs. 12 lakhs, only
Rs. 4% lakhs is due to deposit holders. It seems that the Government
have sanctioned an advance of Rs. 2 lakhs more to meet such liabilities.
By careful handling it is expected that the bank will soon overcome the
crisis.

The bank had been extremely fortunate to secure the services of
very many leading citizens of Travancore to manage its affairs from the
very start. I have already mentioned the names of the gentlemen who
took part in the organisation of the Bank. Within the space available
it is not possible to give the names of all who helped its progress. But
not to remember at least a few will be a sin. Rao Sahib Udarasiromani
T. Padmanabha Rao, and Rajvasevapravina G. Parameswaran Pillai
(now a Judge of the Travancore High Court) during their long regime
as President and Secretary secured to the Bank the confidence of the
investing public. Rao Bahadur K. Narayanan Pandalai and Mr. E.
Subramania Iyer during their regime, later on, as President and the
Vice-President brought to the Bank the characteristics of a co-operative
institution, and upheld zealously non-official control. Mr. R. Vydia-
lingom Pillai as Registrar (now retired) took great personal interest in
the progress of the bank and rendered all assistance necessary for its
growth. Mr. M. K. Govinda Pillai, the President now in office, had
Leen associated with the management of the bank from its very start.
He is striving his utmost to reconstruct and rejuvenate the bank. The
co-operators in Travancore have reposed their confidence in him,
believing that he will be able to achieve success through his ability and
the unique position he holds in the Bar, in society and among the in-
vesting public.

16
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Secretary.

In 1914, a decade after the introduction of the Co-operative Move-
ment in British India, the Government of Indore promulgated the Indore
Co-operative Societies Act of 1914, modelled on the Co-operative Socie-
ties Act of 1912 which was in force in British India. The movement
has since then gradually grown with the assistance and facilities afford-
ed by the State. His Highness the Maharaja Sir Tukojirao III was
graciously pleased to extend all necessary support for the initiation of
this beneficent movement.

On the 15th of October 1915 the first primary agricultural co-opera-
.tive credit society was registered. After opening 22 primary agricultural
co-operative credit societies, the Co-operative Department felt it necessary
tc organise a co-operative central financing institution for our State. With
this object in view the Indore Premier Co-operative Bank was started on
the 14th of March, 1916, with a capital of Rs, 51,747: Share Capital
Rs. 1320, ‘Deposits amounting to Rs. 5100; and the total working capi-
tal of Rs. 51806; the number of affiliated societies was 22 with member-
ship of 449. Now at the end of the financial year, 30th June 1940
the position in these respects was as follows: —

Rs.
Share Capital . 138.565
Reserves .. 189,867
Deposits . .. 1,960,832
Total Working Capita . .. 2,595.944
Loans to Agricultural Societies .. 1,222,244
Share-holders . 1,371
Affiliated Societies .. 523
No. of Village Societies .. 491
No. of members of Societies .. 10,532

The working of this Bank was practically entrusted to the staff of
the Registrar till the end of the year 1920-21. Since then the Directors
have been conducting the business of this Bank, with the Bank's own
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staff. Since 1921-22, the Bank stopped advancing big or long term loans
that might take years for their recovery. Even loans of intermediate
type expected to be repaid within five or six years were discontinued
from 1924-25, and by next year the policy of advancing only short term
loans, that are termed as economic or productive loans, which are re-
payable from harvests ordinarily within a year has been adopted and
scrupulously adhered to. The study of rural economic conditions and
experience of rural finance enabled us to develop a sound system of
financing short term advances for raising winter, summer and wet
crops. The fixation of credits and maximum limit of loans to a mem-
ber of the primary agricultural credit society and of giving advances
within these limits are now governed by a policy settled on the basis of
this experience and in consultation with the leading panchas of the
societies and unions. The Registrar of Co-operative Societies is associ-
ated in the settlement of these policies and they are revised with his
consent according to the needs of the time. An organisation has now
been developed which is elastic enough to adjust financing to the local
needs of the different {racts of the State. Branch banking has been
introduced since 1926, which has brought the borrower into close con-
tact with the financier and has provided a suitable agency on the spot
for close supervision and guidance of affiliated societies. These branch
offices contribute to educational activities and to the focussing of the
views of the representatives of societies. All this enables this Bank to
formulate its policies of business and help the societies in their develop-
ment of Banking Union Centres in due course, and they would be manag-
ed purely by representatives of societies themselves.

Re-organisation.—Agriculture has suffered a very severe setback
by the recent world wide economic depression and naturally the agri-
cultural credit societies and central financing and trading institutions
had to pass through a severe crisis. Overdues in respect of principal
and interest are a common feature throughout India. Depression has,
in fact, revealed the weakness and defects in the working of the move-
ment. It has certainly brought home to the co-operators the immen-
sity of the problem and has shown beyond doubt the necessity of adher-
ing to the sound principles of co-operative credit. The importance of
the moral aspect of co-operation has been fully recognised, and it is
expected that the movement will purify itself and get infused with the
real spirit of co-operation. This Bank has not been free from this pro-
blem of overdues. The advances made in the initial stages of its busi-
ness were of the so-called long term type. In consequence of the
series of bad years in respect of partial or total failure of crops and low
prices of agricultural produce, the advances have become frozen. The
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most important reasons which led to the inflation of overdues are the
following:

(a) Inordinate delay in obtaining awards and in their execution .

through the Amins, due to want of adequate and special staff for recovery
officers.

(b) Sudden fall in the prices of agricultural holdings caused by
the restrictive and prohibitory provisions of the Land Revenue and
Tenancy Act of 1931, which does not allow mortgages or sub-leasing
of holdings and restricts sale to bonafide agriculturists only. Though
the principles underlying this Act may, in the long run, be beneficial
to the agriculturists, yet the Act coming into force simultaneously with
the world-wide economic depression and immediately after the general
enhancement of land revenue by a settlement effected two years before

it has hit the poor agriculturists very hard. Their credit has gone down

to the lowest level.

The remedies that have been thought of for realisation of these
overdues may be briefly summarised:

(a) Separation of these overdues in a separate Bank to be orga-
nised for such business of long term type;

(b) Provision of long term funds for 20 to 25 years without in-
terest for this new Bank. Such funds can only be had
from the Government;

(c) Pooling of the reserves of the affiliated primary agricultural
credit societies and the Indore Premier Co-operative Bank
for granting remission and other concessions for scaling
down individual debts;

(d) Fixation of long term instalments of such scaled down debts
of the members on the basis of their paying capacity with-
in a period of 25 years.

A scheme on these lines+has been submitted before the Government
and representations have been put up before them for the required
State-aid. The Government in October 1940 appointed Mr. K. Ranga-
swami Naidu, Joint Registrar of Co-operative Societies, Madras, to ad-
vise in the matter of the reorganisation of the Movement in the State.
His report is awaited.

Though the final solution of this question is pending before the Gov-
ernment for more than {welve years, this Bank and its affiliated societies
have already commenced to grant liberal remissions in interest and prin-
cipal. Since 1928-29, this Bank has remitted interest to the tune of Rs. 2%

lakhs and written off the principal to the extent of Rs. 14,500. The socie-
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ties have also adopted the policy of giving concessions in interest to their
members, so far as their reserves permitted and in many deserving cases
have totally cancelled interest. But this is not enough unless the State
comes forward to extend necessary monetary help to rehabilitate the
movement.

In 1931, a very important amendment was made in section 19 of the
Indore Co-operative Societies Act 1914, which provides that after the
Government dues in respect of land revenue and other kinds of de-
mands, the outstandings of the co-operative societies against a member
have a first charge over that member’s properties, both movable and
unmovable. But the Act based on the All-lndia Act of 1912 requires
much more changes to suit the present requirements and the question is
being handled by the Department.

This Bank has modified its bye-laws from time to time according
to necessity and has begun to do banking and has introduced a Depart-
ment of Finance for advancing loans to its members on tangible securi-
ies such as gold, silver, produce and approved goods and shares.

The Bank has been fortunate in securing the continuous services
of self-sacriticing honorary workers and the cordial co-operation of the
Registrar of Co-operative Societies. Hence this Bank has been able
to occupy the present prominent position in the money market of Indore
and rendered real relief to the members of co-operative societies.

Ever since the Bank's management has been taken over by the
Board of Directors, the Bank has tried to be self-reliant in all respects.
The policy of financing short-term needs against securities was initiated
py it; unlike in some British Provinces and Indian States, the official
guidance or financial assistance from the State could not be had in the
same manner and to the same extent as is found in those provinces or
States. The Bank had to maintain staff for recovery of the dues from
the members of the primary agricultural societies, The work regarding
filing disputes, execution of awards, making compromises, the education
of and supervision over the societies and their members, in fact all
phases of the co-operative activity in respect of the Bank and its affjlia-
ted societies and their members are being looked after by this Bank.

This Bank with the help of the Registrar of Co-operative Socjeties
has organised a Ceniral Co-operative Institution for education and
propaganda called the indore Co-operative Central Association and has
also started another Central Institution called the Indore Co-operative
Central Sale and Supply Society for helping the agriculturists and mem-
bers of village co-operative sacieties in the sphere of trade, The Bank
has been materially helping these institutions. The Indore Co-operative
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Central Association has been receiving substantial monetary contribu-
tions for its activities. The services of the directors and the staff of the

Bank are also placed at its disposal for conferences and meetings of

unions and for such other propaganda and educational activities of this
Association. The Indore Co-operative Central Sale and Supply Society,
despite the help from this Bank and the State, did very littlc business
chietly on account of the economic depression and had to be liquidated
due to heavy losses. Such a sociely was expected to play a great part
in raising the income of members of village societies, in the collection of
arrears and even in introducing practical ways of enforcing thrift by
running Bij Bhandars among members of agricultural credit societies.

The problems before the Bank for being tackled are : —

(1) The question of heavy overdues of long term type referred to
above and the long term loan iree of interest from the State.

(2) The appointment of special recovery officers to execute awards
against societies and their members.

(3) .With the transfer of the long-term dues to a separate institu-
tion, this Bank can play the role of an apex bank, as is contemplated in
the scheme of ‘arrears bank, and would confine itself to short term
finance, as is done at present in the new branches with the idea to deve-
lop intermediate credit in due course.

It has been observed that only short finance for agricultural opera-
tion to the members of the primary agricultural credit societies is not
-paying enough to maintain necessary branch staff. Experience has show.
that the small investments in these branches for a period of five to six

months do not yield sufficient income to cover the expenditure with re-"

gard to payment of interest on deposit-money utilised by the branches
and with regard to the management expenses for an adequate staff in
those branches. The bank had, therefore, submitted representations
to the Gpvermnent to kindly grant subsidies for maintaining adequate
staff and loan on nominal rate of interest and also grants for educational

and propaganda activities which are vital for the proper development of
the movement in the newly expanded tracts.

With the separation of the long term over-dues this Bank will have
to expand its business in new tracts not yet explored. The idea would
be to expand the movement throughout the State. A study of economic
conditions in different districts of the State will give an idea that in at
least two districts the movement would not be economically successful
for a number of years, These districts are Rampura-Bhanpura and

Nemawar. Though in other parts of the State this Bank would, with the
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help of subsidies mentioned above, try to develop its activities by orga-
nizing new societies and branches, yet in these backward tracts the Bank

# will have to solicit further help from the State. It is possible that in

—

the initial stages for a few years, the movement in these backward tracts
may be started with the help of Government finance managed by the
Bank on agency lines. During these years experience would show
whether the movement there would economically be a success or not.
If it is seen that it can run, the Bank should undertake responsibility of
financing the societies there on its own account, the Government finance
being repaid.

(4) The expansion of the movement throughout the State for
extending facilities of cheap credit initially for short term and subse-
quently for medium term would not completely meet the problem of the
agriculturists. That problem has to be tackled on all sides, with the
provision of short, medium and long term finances at moderate rates of
interest, the provision of marketing of their produce to enable the mem-
bers to get fair return for their labour and capital, so as to liherate them
from the clutches of the wily mahajan of the village.

In the absence of suitable organization for the marketing of pro-
duce, the Bank with the permission of the Registrar of Co-operative
Societies has undertaken this activity for the last three years. - The Bank
opens Adat Shops at suitable centres for the sole of produce during the
season. Experience shows that these shops can run well. But the need
of a central organization for this activity is strongly felt. The present
Cotton Market Rules also require certain amendments.

(5) A question regarding the merging of other central banks in

" the State with this Bank is also under consideration and a move in that
direction has been made for merging of two central banks.
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kave been made non-withdrawable? When invested, it may not yield
the debenture rate of interest. This mistake will be realised in course

of time. When a suggestion was made for the issue of debentures with -

varying periods of maturity, the authorities of the Central Land Mort-
gage Bank were unable to appreciate the suggestion. Then again, the
Bank was obliged to fix 1 per cent more than the debenture rate as the
maximum dividend payable on share capital. The Government insist-
ed on the Bank carrying forward 40 per cent of the net profits to the
Reserve Fund. Now, on the advice of the Reserve Bank, the Local
Government have directed the Bank (1) to create a special sinking
fund for each issue by setting apart sums annually which at compound
interest will at the end aggregate to the amount of the issue, and (2)
to provide for a 3 per cent margin between the debenture rate of in-
terest and the ultimate rate charged to the borrower. Since the deben-
tures are guaranteed by Government the Bank has no option left but
to obey. The Bank has accordingly created a sinking fund for each
issue. Let us examine closely this scheme of a scientific sinking fund.

A brief description of the present method of flotation of debentures
and their redemption may be given here. The borrowers mortgage
their lands for the amounts borrowed by them in favour of the Primary
Land Mortgage Banks. These Banks transfer these mortgages to the
Central Land Mortgage Bank, which issues debentures on the security
cf the mortgages so transferred. The Madras Land Mortgage Banks
Act specially authorises the Primary Land Morgage Banks to receive
payments on behalf of the Central Land Bank. The repayments to-
wards principal are under the control of the Trustee, who is the Regis-
trar of Co-operative Societies, and they are sent to the Central
Land Mortgage Bank intact from time to time. A register of mortgages
is maintained by the Central Land Bank in which the repayments are
roted. Each issue is kept separate. The total amount thus credited
to the different issues is called the Debenture Redemption Fund. De-
bentures have been redeemed from this fund from time to time without
allowing too much accumulation, in accordance with the conditions of
issue. Thus the Debenture Redemption Fund of the Bank has been
the de-facto Sinking Fund.

The statutory obligation to provide for the absolute security of de-
bentures and their proper redemption is contained in Section 4 of the
Madras Land Mortgage Banks Act. It lays down that “the debentures
in circulation shall not exceed the total amount due on the mortgages
plus the amounts paid under these mortgages.” The Trustee, who is
the Registrar, is in complete control of everything. The amounts of
principal repaid constitute the Debenture Redemption Fund which is
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vunder his special charge. This is the most important provision and
forms the foundation for the issue of debentures and their proper re-

i demption,

The Royal Commission on Agriculture have advised in connection
with mortgage banks that since contracts and agreements have to be
made for pretty long periods, much forethought is necessary in drawing
them up and continuity of policy is essential.2

I. SINKING FUND

Sinking Fund is a fund created by means of periodical instalments,
invested in securities and accumulated at compound interest. The ob-
ject of such a fund is to provide a definite capital sum at a definite date
wherewith either (a) to redeem a liability or (b) to replace an asset.
In regard fo the creation of such funds, L.C. Cropper states that the
annual instalments are not a charge on profits, but they cannot be paid
other than out of profits® Companies, Corporations and Governments
which borrow large sums by the issue of debentures adopt this general
method. Though the main principle is the same for all, different classes
of institutions adopt different methods. The sources from which the
periodical instalments come and the calculation of the annual instal-
ments according to the periods of maturity etc., differ according to the
business and convenience of the institutions. But in all of them there
is the definite sum and there is the definite date of maturity. Hence
their chief concern is only to get this definite sum on the definite date.
But the annual instalments are found from profits in companies, from
income in Corporations and from Revenue in Governments. The fac-
tors involved, viz., the definite sum, the definite date, and to a certain
extent, the annual profits or income are constant. Some provision may
have to be made for the variations in the return from investments.
Everything is regular and precise and so susceptible of accurate treat-
ment that the method may be called a ‘Scientific Sinking Fund.’ Is the
sinking fund recommended by the Reserve Bank really one of this

type?

In the case of the Madras Central Land Mortgage Bank these fac-
tors are not so definite and constant and there are also many points at
variance between the operations of this Bank and those of other insti-
tutions cited above. The main object of our Land Bank is not profit. but

service to the borrowers who are agriculturists. The Sinking Fund

2. Report, p. 4686.
3. Higher Book-keeping, p. 81.
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has to be formed not from the profits or income but from the amounts
of principal repaid by member-borrowers. The borrowers of the Pri-

mary Banks have been given the privilege of making advance payments -

of their loans if they can. Even the entire loans may be repaid in
full at any time. In fact this phenomenon inconvenient from the stand-
point of the Bank, may be expected in land banks whenever there is 2
steep fall in the market rate of interest. This is only natural, as the
borrowers would like to convert their debts bearing higher rates of
interest to those bearing lower rates. These repayments from mem-
bers must necessarily go to the Central Land Bank in the usual course;
and that bank, can ill afford to keep these heavy sums in the Sinking
Fund for a large number of years. Because the rate of interest on
Sinking Fund investments would be gencrally lower than the deben-
ture rate there would be heavy loss on that account. Hence these
banks are obliged to find every opportunity to redecem debentures, either
Ly purchase in the open market or after notice, or by fixing the date of
maturity earlier according to the expected annual principal repayments.

It is only with a view to avoid such losses that land banks provide
for the withdrawal of debentures after notice. Even according to the
revised conditions in Madras, they are withdrawable after 10 years.
Thus the major portion of the issue should have been redeemed long
before the definite date. When there is no definite sum due on the
definite date, how could the annual instalments be calculated ? Thus
the factors which are pretty constant in compenies etc.—definite date
and definite amount and pretty definite income—are indefinite here.
Thus the problem differs very much from the companies. Hence they
cannot follow the ordinary plan of the ‘Scientifically devised Sinking
Fund’ and must adopt a different plan.

On account of the indefinite fzctors mentioned above, the creation
of a sinking fund and the redemption of debentures, without hardship
to the ultimate borrower on the one hand and without loss to the
Central Land Bank on the other, are not simple. The method to be
perfect should (1) enable the borrowers to get money at as cheap a
rate es possible and repay in convenient instalments with liberty to
pay in advance at any time, (2) cause no loss to the bank, which means
no loss to the borrowers themselves as this is a co-operative concern
and (3) offer such facilities to investors as would attract funds ot cheap
rates. These objects cannot be achieved by means of a cut and dry

scheme of Sinking Fund and the high margin of three per cent. enun-
ciated by the Reserve Bank.

The Reserve Bank seems to be afraid that the Central Land Mort-
gage Bank may not find it easy to pay for the debentures at the time
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of maturity. As stated already, a major portion of them would have
been redeemed, from out of the repayments me=de by borrowers towards
principal. If at all, there might be an insignificant balance due.to
defaults. It should be remembered that the Land Mortgage Banks Act
provides for summary recovery procedure for the collection of instal-
ments. Therefore, the Reserve Bank’s fear is unfounded, end is due
to a misconception of the real problem of the land banks. They seem
to have placed the Central Land Bank on the same footing as compa-
nies and corporations which spend awey the borrowed capital and may
not be able to redeem the debentures in time or borrow again if neces-
sity arises. In the case of the Central Land Bank so long as the mort-
gages are there, if the basic statutory obligetion that the debentures
in circulation shall not exceed the value of mortgages plus the deben-
ture redemption fund is followed the balance of mortgages must be
there and debentures can be floated again to that extent.

This will be mede clear by a concrete examvle below. Let us
assume that debentures to the extent of Rs. 2,00.000 have been floated
and they are being redeemed from the repayments of principal from
time to time.

The Basic formula is:—
Debentures in circulation—=Mortgages-+Repayments.*

Debentures in
circulation Mortgages Repayments

Rs. 2,00.000 = Rs. 2,00,000 - Rs. At the time of Is-
sue. 1

Rs. 2,00,000 = Rs. 1,00,000 4 Rs. 1,00,000 .. when Rs. 1,00,000
has been re-
paid. 2

Rs. 100,000 = Rs. 99,000 - Rs. 1000 .. when Rs. 1,00,000
Debentures have

been redeemed
3

Rs. 10,000 = Rs. 9,000 + Rs. 1,000 .. in the 19th year

when all but
Rs. 10,000
Debentures have

been redeem-
ed 4

* Instead of shall not exceed, equal to has been
understood and is also nc,at incorrect taken. It can be easily
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It may be seen that, for the unredeemed Rs. 10,000 debentures we
have Rs. 9,000 in mortgages, and Rs. 1,000 in the sinking fund. The
Bank can certainly raise money by floating debentures again on the
Rs. 9,000 mortgages available, even though it may be at a higher rate.
Therefore the fear of the Reserve Bank is unfounded.

The debenture issue of the Central Land Bank is more akin to the
note issue of the Reserve Bank than the debenture issues by a corporate
body. Instead of the bullion end the rupee or sterling securities, we
have the mortgages of land, which are in no way inferior to those securi-
ties. The Bank’s responsibility consists mainly in a careful adjustment
of the withdrawal of debentures and fixing their maturities to suit the
expected annual repeyments of principal. The real problem for them is
not to find money on the definite date but how hest to invest the instal-
ments of principal repaid, including the advance payments, and redeem
debentures as early as possible subject to the conditions of issue. The
bank is free to use only the interest received. It must in accordance
with the statute keep the principal payments either in the redemption
fund or must redeem debentures,

It should be clearly understood here that the entire arrangement to
float and redeem debentures described above has been conceived as a
whole, and everything designed to form one system. The laws and vari-
ous agreements and contracts have all been framed and drawn up to suit
this system. ' '

Thus Sec. 4 of the Madras Land Mortgage Banks Act provides for
the floatation of debentures and the creation of a special fund, made up
of repayments towards principal to redeem debentures.

Sec. 31 of the seme Act empowers the primary land banks to receive
payments under the several mortgages and to grant valid receipts,

Regulations 9 and 10, framed by the Central Land Bank under sec-
tion 38 of the above Act, provide for the prompt remittance of these re-
payments and the periodical settlement of accounts,

Clause 7 of the Trust Deed provides for the carrying forward of all

principal repayments to a fund called the Debenture Redemption Fund
—the real sinking fund.

Bylaw 40 of the Central Land Mortgage Bank and bylaw 48 (a)

of the Primary Land Banks provide for the repayment of loans by 20
annual equated payments.

k.
. The mortgage deeds, executed by the borrowers to the primary land
banks, and the assignment deeds, executed by the primary land banks to
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the Central Land Bank, also provide for the repayments by annual
equal payments,

Thus all laws, bylaws, contracts and agreements have been drawn
up to suit this system. Any material .change in the method at one stage
of the system without a suitable alteration at other stages mus‘t end in
dificulties and confusion. Did the Reserve Bank examine all this before
giving their advice ? Did they find any serious defects in the present
system ? Were they satisfied that the existing contracts and agreen;xents
woutd permit of their new method being introduced without alterations?
Further examination in the following paragraphs will show that the
Reserve Bank does not seem to have bestowed that seri.ous attention on
these points, which the importance of the subject requires. .

It has been stated above that the foundation for the debenture issue
is the formula: debentures in circulation shall not exceed the value of
mortgages plus the amounts repaid under these mortgages. It may be
stated here that the German law lays down that this relative equilibrium
should be published periodically in their official gazette and in selected
newspapers.*

The Reserve Bank has not stated anything about the Bank’s deben-
ture redemption fund. Do they consider that the accumulation of re-
payments to principal is not as good as their scheme of setting apart
sums every year so as to aggregate to the required total at the end ?
What exactly is to be done with the annual stipulated repayments of
principal and of the advance repayments? These perhaps are expec-
ted to be utilized in business, provided the required instalments are
set apart. The Central Land Bank followed a plan of redemption of
debentures, which was suitable to land banks and for which alone the
law provides.

Let us examine the two methods by a comparative statement, taking
a concrete loan of Rs. 1,000. The annual repayments in the ordinary
course for the two methods are noted below.

Re. 1 invested every year at 3 per cent compound interest—a rea=
sonable rate—will amcunt to Rs. 25-87 in 19 years and Rs. 27:68 in 20
years. (Annuity tables). Therefore, to get Rs. 1,000 at the end of 20
years according to the Reserve Bank plan we have to invest about Rs. 40
every year,

As the principal repayments from the borrower go intact to the
Central Land Bank, and as they form the basis of this scheme they
have been noted. With regard to interest what the Central Land
Bank actually receives—5% per cent—is taken into account.

4. German Land Mortgage Bank Act, 1889, See. 23.



136  Tue InpIAN Co-oPrrRaTIvE REVIEW (JAN. — Mar. 1941)

The bank is floating debentures at 3%%. It lends at 5% % to the
primary land bank, and the borrower gets it at 6%2%. The interest is
given at equated payments for the two rates—5%2% and 6% %.

J—

The old method—D R. Fund Reserve Bank’s method

S

Interest Principal Principal Interest
n
At 5%% At 6%% cipa rincip at 6%%

e I

RS. A. P. RS. A, P, RS, A. P. RS. A, P. RS, A. P.

1st year 55 00 65 0 0 2512 1 40 0 0 65 0 0
2nd year 53 6 8 63 5 2 27 611 40 0 0 62 6 %
3rd year 5112 1 61 8 8 29 3 5 40 0 O 5912 1
8th year 115 4 5011 8 40 0 5 40 0 0 4612 1
gth year 39 0 7 48 21 4210 0 40 0 0 4 2 6
19th year 8 711 10 11 10 80 0 3 40 0 0 2 9 17
20th year 4 58 5 8 7 8 3 6

1,000 0 0 760 0 0

Total accrued in 19 years
at 3% is Rs. 1,034 8 0.

It may be seen that while it is enough for the borrower to pay
Rs. 90-12-1 every year, according to the old method, Rs. 105 should be
paid in the first year acording to the Reserve Bank method, which goes on
decreasing to Rs. 42-9-7 in the 19th year. (For easy calculation 19 years
has been taken).

While in the old method the total of all principal repayments
amounts to Rs, 1,000 in 20 years, the total amounts to only Rs. 760 in the
Reserve Bank method. But the sinking fund would have accrued to
Rs. 1,034-8-0 at the end of 19 years, which will be more than enough to
redeem the Rs. 1,000 debentures.

It may be seen that until the 8th year the repayments in the old
method towards principal are less than Rs. 40 which is the annual insta}-
ment required under the Reserve Bank method. After that year it 18
more than Rs. 40, which excess need not go to the sinking fund and hence
may be utilised otherwise. This will be against Section 4 of the Madras
Land Mortgage Banks Act.

The old method avoids heavy repayments towards principal in th;
early years. Consequently less amounts will go to the sinking fund; an
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this in turn will avoid the risk of loss that may arise out of larger
amounts being kept in the same, due to fluctuations in the rate of interest.
In the Keserve Bank’s method larger amounts will be in the sinking fund
and there will be greater risk of loss. Naturally this risk should be
provided for by insurance in the shape of an additional levy of interest
on the borrower. Thus that method must be more costly.

Though it may be possible to observe the basic formuia in the earlier
years, as years pass by, when greater attention is paid to the requred
annual instalments under the Reserve Bank method, the control over the
principal repayments will become impossible. bsecause a mortgage of
Rs. 1Luu0 wil have to be cancelled atter an ‘actual payment ot only
Rs. 760, the balance having come trom the compound interest.

There is no connection at all between the actual receipts as per con-
tract, ks, 2o-12-1 towards principal in the first year and the Ks. 40 thnat
has to go to the sinking tund 1n that year and every succeeding year.
The first is on the equated payment of principal and interest, while
in the second Rs. 40 is constant and the interest varies.

It is thus clear that the Reserve Bank method cannot work and is
unsuitable to the Central Land bank.

'The annual instalment of Rs. 40+-Rs. 65=Rs. 105 is too high and
far beyond the capacity of the borrower to be accepted as a business pro-
posiuon. It may be seen from the above statement that Rs. 105 should be
paid in the first year. It is an admitted tact that land does not pay more
than 4 or 4% per cent at the most. Thus the Rs. 2,000 wortn ot land
mortgaged will fetch only Rs. 80 or Rs. 90 at the most, whereas in the
other case Rs. 105 has to be paid. Where from should the balance come?
It is bad business to expect it from other sources. It is also bad not to
allow a decent balance to the borrower, after paying the instaiments, to
enable him to live. Again the borrower may die or something un-
toward may happen and the bank may have to take charge of the mort-
gaged property. There should be some margin to meet the charges of
collecting rent in that case. Hence taking into consideration all these
facts there should be an expected balance of about Rs. 25 over and above
the annual instalments. Else it must fail as a business. In the method

"of equated payments, he has to pay only Rs. 90-12-1.

As the Reserve Bank method is not backed up by contracts it should
not have been accepted. Unless it is backed up by proper agreements
between the several parties it is impossible to work it up. To ensure the
carrying forward regularly by the Central Land Bank of Rs. 40 every
year the mortgage deeds of borrowers should provide for the repayment

18
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of at least is princi
e ore vsiSithat' amount towards principal. ‘there shouid be a correspond-
o5 pro Laog in the'c‘ieed executed by the primary land bank to the
e rtxh el;ax:k. lc.) enable these changes to be done in the deeds,the
WO institutions also snould be al
by : tered. Hence it j
o i:x;gpf: ::Zin partt of the Government and the Bank (o have accepted tl::
out making the necessary alterat ]
. ons, assumin

ll)wbu\ée bam? meihod 1S better than the oider meu;od Evengs;m:tt -
meux;:a e applicable only to tuture issues and loans. ‘L'he Present ;n tfxan

conunue for all the exisung 1ssues ot debentures and loans eihod

con tffs:'tzv::::tual experience has shown that there was no difticulty to
as aganst a demitrea quota to the sinking tund. kor, the secret is that
crea.ied 1o the sink oF Bnout ¥ "-‘/z(lakns nearly Ks. 7 lakhs have been
This was found osstﬁlg tund. (Fage 5 ot the Bank’s report tor 1939-40).
payments towar};s ! eqon agcount of some extraneous causes. Advance
Whish is generauyp r::);;p?n :rlz St?;e aizis,tappropnatmns trom interest,
nt required to pay debe
g:::tftsu::c;a:: otf fnte arlier years and the very large margin betWeegt‘:k:
account for this os;:feSt afl.d 'the ultimate rate to the borrowers, ail these
as a proof that tniir mozsk.l dlpls should not be depended upon and taken
all toat the etnoa is sound m practice. It must be accepted b
adopuon of & method not backed by contracts is bad in prin)-,

ciple, especially when we are ing i
more. dealing in crores and for 20 years and

b ;:f;riocgzludmg, it may be helpful for the future management of
e ban y,) o u:v wna't the oldest banks in the world (Landschatten of
e Unied ose of mqre gecent origin (The Federal Land Banks of
by s Ay es) ‘are-domg in the direction of redeeming debentures

inking s. The following extracts give in a nutshell what they do:

Nicholson writes in hi
Landsohaten ites in his famous report about the Sinking Fund of

“There are as m _— ’

any divisions of the sinki
deb Wy divisions of the sinking fund i
lates at interest to ;:: ;I;d?t 1::11 this dp‘f]’:ted 12 Proper account and accurx:::
in half- e debtor, the aggregate amount bei ili
ble o Yt;::rl:e ;xcehent of debentures belonging to the series. I:u': :eur;‘:d
proportion of his cie:st i‘mn alsl oy mount at bis eredit has resched o deﬁnjt;

rom 1{10th to 1j4th t i

be reduced by that amount. (Page 54, iq kho;;oc:;nand t}ta;t his mortgage debt

Cahill reports on the same banks :—

‘lI
t is however the general rule that the contributions towards redemption ’

are not applied to the immedi .
special 1 mediate reduction of the debt but accumulated in &

L 3
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“From the standpoint of the land banks, the importance of the sinking fund
consists in the fact that it provides reserve security for the bonds in case of

loss.” (page 13 Cahill's Report)
The Reserve Bank will do well to note this point. Sinking fund
is used to strengthen the security of Debentures in addition to their

redemption .

In the Federal Land Banks of the United States the redemption of
debentures is easily done without loss by fixing their maturities accord-

ing to the expected repayments.

“The bonds are issued by the United States Treasury in denomina-
tions of 25, 50, 100, 500 and 1,000 dollars and run from a minimum of 5
The Registrar supervises the applica-
to the mortgage bonds.

ect of principal and
"y

to a maximum of 40 years . . . .
tion of all payments of principal from borrowers
The payments received by the Jand banks in resp
interest constitute a Trust Fund, which is supervised by the Registrar.

1f the Reserve Bank is not pleased to accept its mistake and with-
draw its method, it might please itself by giving some additional trouble
to the Central Land Bank. The Bank should calculate and watch half-
yearly or yearly that their quota to the Sinking fund is added. The
calculation of this amount will become difficult and complicated, as
debentures are purchased in the market, or redeemed after 10 years.
The definite amount will go on diminishing, and credit should also be
taken for the already accumulated compound interest on the amounts,
with which debentures would have been redeemed. All this will be
sheer waste of time. Even then it will be a dead letter. The interest
accruing on the Sinking fund is also going to give trouble. Should the
Bank be allowed to take credit for it or should it accumulate ? The
Reserve Bank, it is hoped, will realize its mistake, and it will have to
decide on this point sooner or later. Right and justice will prevail in "
the end, but the muddling through cannot be helped.

II. THE THREE PER CENT MARGIN

A margin between the borrowing and the lending rates is necessary
tl,:o meet the administrative and other expenses, and also to provide for
different reserves, to carry on the business on sound lines. There are
many factors that should be considered in a land mortgage bank, before
fixing this margin. Our foremost consideration here is the interes’t of the
borro?ver himself. For the very bank has been created for him. His
capacity to repay the instalments punctually depends upon the return

5. Agricultural Credit in US.A. by A. 1. Quershi, p. R.
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from land which is quite low. The margin, therefore should be as low
as possible. There must be some balance also left to enable him to live.
The present set of borrowers should not be taxed unnecessarily for the
benefit of any future borrowers. Instead of concentrating all risks on
the Bank itself it is desirable to distribute them as far as possible at
different stages among the borrowers. With a view to err on the safer
side the margin should not be fixed arbitrarily high without any data.
The experience of land banks of other countries should be made use of.
Has the Reserve Bank fixed the 3 per cent margin after taking into
consideration all these points ? To satisfy the borrowers and the pri-
mary and the Central Land Benks, it is desirable that the Reserve Bank
publishes its findings in this respect.

Now let us examine these points critically.

1. No argument is necessary to show that our primary considera-
tion is the borrower. Bankers are liable to err in this respect, as they
naturally care more for themselves than for the borrowers. With selfish
motives they may offer some convenience to them, but this should not
be the interest on their advancement. It should be borne in mind that
the Central Land Mortgage Bank and the primary banks are only inter-
mediaries between the actual borrower and the debenture holders,

created by human ingenuity for the special purpose of providing him
with long-term money.

2. The next point is the capacity of the borrower to repay the
instalments punctually. If for the sake of running the bank easily we
fix the margin too high, the business itself will come to a standstill.
There is not the slightest doubt that the business will meet with such a
fate, if the 3 per cent margin is insisted on and the rate of interest on
the debentures goes above 4 per cent. The ultimate source for the
borrower is only land. How much does it pay ? The net return from
land is estimated at from 3 per cent to 4 or 4% per cent. The recent
Madras Committee has estimated it at ‘about 5 per cent’ (p. 180).
So 414 per cent is a safe rate. I give below a statement showing the
balance left to the borrower in the return from land after peying the
equated payments at different rates of interest at 3 per cent margin
and then at 1 per cent margin.
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It may be seen from the above statement that we have only a minus
balance with a 3 per cent margin. We must see that there is a reason-
able balance left for him to live and clear our loan. If this cannot be
done the sooner he sells his land the better it is for him and for the bank.
With a view to enable him to have a balance you may increase the
period of repayment to 30 or even 40 years; or you may be more string-
ent in your valuation; or you may lend only 30 per cent of the value
of land: or you may do anything which human ingenuity can devise to
enable him to keep up his obligations and have some balance to live.
But what you do must be fair at least on paper calculations, and not im-
possible, as it is now.

Here again, the return from land is not the same everywhere, Deltaic
tracts pay only 3 to 3% per cent. Dry parts pay more. But there is
the risk of failure. The borrower in the deltaic parts cannot pay more
than 5 per cent. If this rate is not possible for you to arrange, you can
as well close your business there, Already the overdues from borrowers
amounted to Rs. 1,52,563-on 30—6—1940. Out of this those that have
been closed and decreed amounted to Rs. 1,30,423. The defaults are
found in 49 primary banks out of 119. If the C.L.M.B. is forced to
take possession of lands, as co-operative societies are now cpmpelled to
do, will the debentures command any market ? In considering this point
you should forget for a moment the Government Guarantee, and view
the question without it. Thus the capacity of the borrower is the most
important factor. Hence there is the absolute necessity to fix the mar-
gin as low as possible.

3. Lending on the mortgage of immoveable property up to 50 per
cent of the value, is a very safe business. There is practically no risk
at all. Still to cover up any small risk you have the share capital and
reserve funds of two institutions. If you want further safety create
a reserve liability which will not cost the borrower anything. This may
be crested either in the primary banks as in the United States, or in the
C.L.M.B,, or in both. But do not increase the margin.

It is on account of this safety that such debentures always command
good confidence, greater than government securities in some European
countries. During the last war even in India, the ordinary co-opera-
tive banks themselves commanded greater confidence then Government
securities, as evidenced by the fact, that while Government had to double
its rate of interest, Co-operative Banks were not compelled to raise their
rates much. Hence there is no necessity to create a large reserve for
bad debts in this business.
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4. Then again, the very large volume of business (it is dealing in
crores) without the necessity to increase correspondingly the cost of
management does not warrant a large margm. in inis pusiness it is
the muual valuauion that 1s troubiesome and costiyy. It is a musiake
{0 mux it with the working expenses as ihe pbank seems to be doing now.
'his may vitate decision 1n uhe hxwing of this margin. When once a
loan has peen disbursed, \here 1s not mucn work 10 do. ‘lne annual
veruicauon of prouperues will be atiended to by the primary banks.
Functual repayments should be insisted on and the law gives aiu the
heip 1t can ao. ‘Lhus by spreadung the cosis over a very large sum,
the perceniage must work up to a smail figure. ‘Lhe actual ngures tor
1lysy-4V show that about -2¢ per cent only 1s spent for admirus.uation,
excluding ol course the cost or Deputy kegisirars. ‘Lhe German banks
manage with a smalier percentage.

5. Lkquty regures thal tne present set of borrowers should not
be taxed heaviy, i we can avoid, ifor the convenience of tfe tuture
porrowers. No doubt business principles rgquire a margin to meet
contingencies. But it shouid not be disproporuonately high.

In this connection it may be interesting to know that some land
banks of Germany go to the extent of returning a portion of the reserve
or guarantze tund which they collect in addition to administration
expenses. 'Lhey give loans at the debenture rates.

Nicholson writes :

“Further in some banks the reserve belongs to the members, The banks
risks are solely those which arise from its debtors, and it jis therefore deemed
equitable that when a debtor has paid off his debt, he should be credited with
what he has paid as a guarantee against any risks from his debt. It is usual
in such cases to credit him with the amount for his last instalment.” (page 61,
Nicholson’s Report).

This shows how scrupulously careful they are to safeguard the in-
terests of the borraower.

6. In ordinary banking the whole burden to meet all the adminis-
tration and other expenses and to provide reserves for all contingencies
falls on the bank itself. In land banks it is not so. Since the borrowers
are unable to bear a large margin, they should necessarily co-operate
in the work of the bank. Not only the risk but also the work should
be decentralized and the borrowers must bear a portion themselves.
In some banks it is obligatory for a member to do bank’s work gratis
when. called on to do so. All these are adopted only to have a low

-margin.

- 7. To fix the margin as correctly as possible we require sufficient
data. But we do not have them as this is a new venture. The Govern-
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ment Takkavi loans may give some idea and that too of bad debts
alone. In this respect we are in a better position as we have the co-
operation of the borrowers. The Reserve Bank with a view to err on
the sater side might have fixed the margin at a higher figure. Special
efforts to get data should have been taken.

8. We do not have data or experience. The next best open to
us is the experience of other countries.

The German Landschaften are the oldest. They are the cheapest
as co-operation is actually put into practice in the working. They have
carefully shitted the risks on the borrowers. They lend at debenture
rate. 'I'he compulsory sinking tund payment towards principal is only
% per cent. ‘Lhey collect administration expenses extra. Canil reports
that * payments on this account (administration expenses) vary greatly
both in amount and in method of calculation and levy.” (p. 8). They
vary from 1/12 per cent to 1/4th per cent only.

In the State, Provincial and District Banks
[ ]
 “In order to cover the expenses of administration the inte-
rest charged to the borrower is higher than the interest payable
upon the bonds by the bank. This margin is fixed according to
circumstances but usually varies from Y% to }2 per tent.”

In the United States ‘ the banks shall not charge a rate of interest
exceeding by one per cent what they had paid for their last bonds .
(Vide Agricultural Credit in U.S.A. by A. I. Quershi, p. 45) .

The agriculturists of America are big farmers and agriculture is
carried on as a business proposition. In Madras the agriculturists are
small men and agriculture also does not pay. In spite of these draw-
backs, the margin has been fixed at several times the margin in America.

From what has been said above it is clear that the margin of 3 per
cent is too high. If the debenture rate goes higher, say to 4 or 4%
per cent, the fate of the land credit movement is doomed. The Govern-
ment, having guaranteed the debentures is nervous and over-
cautious, and is too ready to accept any suggestion from the Reserve
Bank without adequate examination. That bank does not seem to give
that serious consideration, which the subject deserves, although it is
supposed to be its statutory duty. This is a very unfortunate position.

It is earnestly requested that the Reserve Bank and the Government
will consider the difficulties pointed out in the foregoing paragraphs
and try to remove them. A 34 per cent or 1 per cent margin may be
enough. If this is found insufficient in any year let a special levy
be made which no cne will grudge to pay. - For heaven’s sake let not
considerations of prestige stand in the way of reducing the hardship

caused by the high margin.

WAR AND THE CO-OPERATIVE MOVEMENT IN BIHAR
By

Pror. B. B. MUKHERJEE, MA,
Patna College, Patna.

The outbreak of the War found the Co-operative Movement in Bihar
in the lowest ebb of depression. The total number of societies of all
kinds had increased in 1939 from 7,246 to 7,762, but this increase included
469 Cane-growers’ Societies. The classification of societtes revealed that
87-8 per cent were either average or bad. The working capital of the
53 Central Banks in 1939 amounted to Rs. 160 lakhs of which Rs. 130
lakhs represented borrowed capital. Against the total demand for with<
drawal of deposits amounting to Rs. 55 lakhs, the banks maintained
fluid resources to the value of only 8:3 per cent. The realisations were
inordinately low, the combined percentage of collection of principal and
interest being 5 in 1939 as against 7:6 in 1937. In the case of 16 Banks
the collection was below 5 per cent while 5 Banks collected even less
than one percent. Fresh financing was very much restricted and only
Rs. 1-84 lakhs were advanced to affiliated Societies. “Thus many of
these Banks have long ceased to function as banking institutions and the
delay in their rehabilitation or liquidation is resulting in cumula-
tive deterioration and undue waste of their assets.” The Provincial
Co-operative Bank had to face a heavy withdrawal of deposits in 1939

‘and 1940 and the decrease in the total deposits in this Bank during the

past 5 years represents over 29 per cent of its total working capital,

It was expected that the rise in prices due to the War would ease the
strain on the Movement and speed up its recovery: but these hopes have
not been realised so far. In January 1940 the Government of Bihar
withdrew temporarily the control over the price of rice with a view to
allow it to rise and thus give the rice growers a chance to improve their
economic position. The control was resumed in April 1940 in order to
prevent middlemen from pushing up the price unduly through the accu-
mulation of large stocks. The price of rice, however, has further gone
up d_ue'to the partial failure of crops in South Bihar and in the neigh-
bouring Provinces. But with increase in the imports from Burma after
May 1941 the prices are likely to fall.

+The prices of many foodstuffs had a marked rise i '
\ rise in the boom period
in December 119;39, but since then there has been 3 steady fall. - With the
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By

K. C. RAMAKRISHNAN,
University of Madras. '
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vidual unthrift is the absence of facilities for thrift, of places for the
due and productive custody of savings; if these are provided at each
man’s door saving will take the place of expenditure, productive
deposit that of idle hoarding.” It was his view that “ there is a great
deal of hoarded capital in the country ; but chiefly being rural it will
be attracted but slowly, although village banks will attract more
readily than large outside banks.” He fondly hoped that many people
who lent money in the villages would be glad to deposit it in local
societies, while they would not trust it to a distant bank. Though he
describes the work of Co-operative Central Banks in European
countries, it did not occur to him that there was need for similar insti-
tutions in Madras. In fact he said that “the ryots of this Presidency
are unlikely to provide a clientele for Central Banks,” meaning thereby
all distant banks, not necessarily co-operative. He, however, suggest-
ed that where deposits were received in excess by local societies, they
should be compelled to invest the paid-up share capital or at least a
portion thereof in Government securities in order to provide a mate-
rial guarantee for depositors. He even contemplated that the local
societies might float debentures for granting long term loans to mem-
bers; but he recommended that these debentures should be accepted
by a Central Bank, such as the Bank of Madras (now Imperial Bank)
which would issue its own debentures, and provide cheaper capital
than what local societies could command. :

H. W. Wolff, who has been called the Solon of Agricultural Co-
operation, was an equally firm believer in local deposits as the main
source of finance for Raiffeisen societies. He said: “In the unlimited
liability societies, you must have deposits, or you can do no business
whatever.” He was, on that account, against the idea of confining the
society to ‘ persons of limited means’ and keeping out the wealthier
residents in the village. “You want them to nurse the bank into
strength, to say nothing of the educative influence in respect of busi-
ness . . . . 'The more you limit membership to smaller and poorer

folk, the more and the longer you will have to assist the societies with

_ State-aid.” He suggested several methods of actively collecting

deposits—just at the right time before the devil of improvidence decoys
people with pies in their pockets—by means of volunteer collectors,
home safes, etc., even in driblets, down to the smallest denomination.
Champion of local independence as Wolff was, he recognised that socie-
t‘es could not do without outside help. He criticised M. Durand as
going too far, when he spoke of “money borrowed from outside,
whether it be from a Central Bank or from any other source as a state
of being ‘in hospital’ . . . . in a condition under par, . . - - from
which it must be the aim of the Society to escape.” Wolff wanted
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societies so to organise themselves, through their Central Bank, that
they may be able to assist one another in case of need by “ balancing
the emptiness of one by supplies from the over-abundance of the other.”
But he stressed that borrowing from outside should not be habitual,
it should be resorted to only as an emergency help—“a crutch so to
put it, not a natural pair of legs.” )

Citations from. Nicholson’s report and Wolff’s book have been made
at length, because of the enormous influence both of them exerted
not only on the framers of the Act but on a generation of co-operative
leaders and administrators who followed. The Act itself declared the
majn object of the co-operative society to be the encouragement of
thrift and self+shelp among members, the raising of funds by deposits
from non-members and distribution of the funds in loans to members.

Studying the history of co-operation in Madras in particular, we
find that in the first four or five years the Registrars reported with
gratification that rural societies attracted well-to-do members, who put
in deposits, as much as the poor who were borrowers. The Govern-
ment in order to induce local deposits offered to contribute (up to a
maximum of Rs. 2,000 for each society) as much as the society was
able to collect by way of share capital and deposits. When there were
only 40 rura] societies in 1906-07, it was said that loans were seldom
refused for want of funds. The need for central financing agencies
-was, however, felt quite early and the Madras Central Urban Bank and
a few District Urban Banks were started between 1905 and 1910. In
the latter year, village societies attracted Rs. 6-2 lakhs of deposits and
the Registrar found moneylenders disappearing or discontinuing their
operations where co-operative societies had taken root. He then en-
visaged the prospect of tapping the capital of sowcars, whose loans
members of societies could be helped to clear. It is only the older
societies, however, that continued to attract deposits. With the deve-
lopment of Central Banks, rural societies lost the incentive to tap local

deposits. When the number of societies had grown to 500 they could .

collect only Rs. 3 lakhs in spite of the policy of some Central Banks
to refuse to help societies unless they had themselves collected some
deposits. In 1913-14, there were only 63 societies which had raised
more than Rs. 1,000 each locally. Societies in Madras, the Registrar
explained, could not attract as much deposits or.share capital as those
in the Punjab and United Provinces, as the margin of profit was very
small in Madras on account of the low lending rate—93 per -cent

compared with 12 to 15 per cent of Northern India; and societies in -

Madras did not declare any dividend, while in the Punjab 15 per cent
was comnunon. A :
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The Maclagan Committee reporting in 1915 affirmed that the
express object of the society should be the development of thrift among

. members with the hope that it would spread in the neighbourhood.

But they regretted that the amount of working capital so far received
by way of deposits was disappointing and they looked to an increase
in deposits as an essential to real progress. They drew pointed atten-
tion to the very marked difference in this respect petween Raiffeisen
societies in Germany, which had 87 per cent of working capital in the
shape of deposits and societies in India with only 18 per cent of work-
ing capital as deposits. They concluded that “unless there is a sub-
stantial increase in local deposits it will have to be confessed that co-
operation has failed in one of its main objects.” They recommended
higher rates on deposits of members—* the maximum being the rates
of the society on its loans.” Even non-depositing members, they argued,
would profit by it at the end, as the inflow of local deposits would
smprove the general credit of the society.

These exhortations have been of little avail, as the Townsend
Committee found in 1928 that “with a few notable exceptions, but
fittle success had been obtained.” In their turn they urged that all

- possible steps should be taken to encourage local deposits, setting forth

the advantages. A similar recommendation was made by the Madras
Banking Enquiry Committee for ‘an intensive propaganda by the Co-
operative Department to encourage thrift.’ The Indian Central
Banking Enquiry Committee, while recording that primary societies
should promote thrift and serve as savings banks for members, said
that under existing conditions primary societies should not make any

- gpecial effort to attract deposits from non-members by offering high

rates of interest as this would frustrate the aim of the Movement “ to

‘ provide rural co-operators with cheap and controlled credit,” and there

was risk in taking and utilising such deposits without the aid of an
efficient and well-organised central banking system.

This emphasis on safety and the decline of enthusiasm and hope
on the part of several co-operators as regards village credit societies
tapping local deposits is revealed in the answers to the questionnaire
jssued by the recent (Vijayaraghavacharya) Committee on Co-opera-
tion. Many are only inclined to permit the societies to take fixed
deposits at half per cent less than the lending rate of the Central Bank.
Some lay down that no deposits should be taken beyond what eould
pe utilised as loans to members, and again, that the period of loans and

* of deposits should be co-terminous. The old idea that societies should

attract-as mueh local deposits as possible and the Central Bank was
to be more a halancing than a financing centre to which sufpluses from
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socleties could be sent as deposits, as well as loans drawn from in case
of need, has been wellnigh forgotten. Some would totally prevent

societies taking in any kind of deposits due to the lack of human mate- -

rial to manage. Some are for vesting the local officers of the Co-opera-
tive Department with the power to permit societies, or withdraw from
them, the privilege of accepting deposits of any kind. All of them are
against village societies accepting current deposits. Some are even
against savings deposits, though this is the best form of capital that
could be tapped from poorer folk, on the ground that they might suffer
for want of fluid resources, which Central Banks might or might not
grant them,

It is refreshing to find that in spite of these pessimistic answers,
especially from co-operators who had experience of the working

of Central Banks, that the Committee on Co-operation have reiterated

the traditional views on the need to tap local deposits and to promote
thrift in villages. They deplore that at present local deposits consti-
tute only 5 per cent of the total working capital of societies. They look
forward to the admission of new members who would be willing to
deposit, if they were not frightened by the prospect of unlimited liabi-
lity being enforced. It is one of the reasons for the change over from
unlimited liability to limited liability, which the Committee recommend
as a general rule to be adopted. Such depositors are expected to
provide “ that counter-poise which is necessary to keep a stricter watch
on the business of societies.” We are not sure whether a change in
the liability, while it will remove a scare for non-borrowing members,
will inspire by itself more, or less, confidence in the minds of deposi-

tors—members and non-members. Indeed, the claim in the past was

that it was the unlimited liability of the members of village societies
that attracted local deposits and, even more, deposits in the Central
Banks to which the societies were affiliated. We believe that if liabi-
lity is to be made limited, and we feel it is necessary, that some
system of continuing mortgage of a piece of land of the borrowing
member must be imtroduced. Otherwise change to limited liability
might dry up not only local but Central Banks’ deposits too. The
Committee are anxious that savings deposits—but not current accounts
—should be popularised at least in A and B class societies which are
in the neighbourhood of a Central Bank or an urban bank or a post
office savings bank. Societies should endeavour to reach a stage of
self-sufficiency and resort to borrowing only in exceptional circumstan-
ces. Such efforts should be made in particular, they say, in the hoom

period that is bound to recur with the continuance of the war. The

lessons of the last post-war period, when assets were frittered away,
should not be forgotten,
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We find from the latest administration report on co-operative
gocieties in Madras that there has been no improvement in the amount

- of deposits held by members or non-members in agricultural credit

societies in the last three years. The total was a little less
than Rs. 40 lakhs, while the working capital was nearly Rs, 600 lakhs.
The Registrar deplores this dearth of deposits and observes: “1It is
a pity that the deposits of members do not grow more rapidly; our
societies might be much stronger and more alert if, like the Raiffeisen
societies in the Germany of a former day, the deposits of their mem-
bers exceeded 70 per cent of their working capital” If, as he
recommends, the rate of interest on loans is raised a little beyond 64
per cent—the unduly low rate fixed by the Madras Agricul-
turists’ Relief Act—societies might offer a slightly better rate than at
present for deposits and attract the funds of those who are not pro-
gessional usurers or land grabbers in the village.

It is not correct to think that the villages have been drained of all
resources and that there is no money avsilable for investment therein.
Fconomic enquiries from the days of Nicholson onwards have shown
that in this Province, at any rate, most of the moneylenders are them-
selves agriculturists. Some of them have an eye on the land of the
porrower ultimately, or wish to buy land elsewhere after accumulating
the necessary capital by lending money meanwhile. Private money-
Jending has always had its troubles as well as attractions. The troubles
have increased after the economic depression. The attractions are re-
duced by a series of restrictive laws on money-lending. The practised
ysurer may laugh at laws and carry on his business less onerily. But
there are honest investors of money who would prefer a safer and less
troublesome, though less remunerative, place of investment like the co-
operative society. if it were reorganised on lines suggested above. In-
yestment in land, merely as a form of property without any desire to
cultivate it. is also losing its attractions. economic and social, ag 3 resulf

of the agitation that is carrried on in favour of agricultural labourers

and cultivating tenants. The fear that any day tenancy legislation with
retrospective effect, may be passed has begun to operate. In such cir-
cumstances a well run co-operative society may he the best outlet for the
savings. External pressure may accomnlish what was fondly expected
fo be achieved by willing, voluntary efforts.

I

The Co—'opera'tive Central Banks of Madrag and a few other Pro-
vinces hav.e received such encomiums that it might be considered
captious criticism to point to anything co-operatively unsound in their

0 ' '
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::K?fﬁlkif.ces T? etthJayaraghavacharya Committee have summed up the
balanced fu;d ° qentral Banks in Madras: they have financed
divertod the s ad;lnxrably; th.ey have mobilised (urban) savings an
eep an ammltO the rural societies at a low rate ; most of these banks
have take, ple margin betwfreen assets and outside liabilities; they
have dra g(_en:un ¢ interest in the development of the Movement and
PrOVinciarr;aL;k 0 it a .number of honorary workers ; they have the
with the mo 2s their bala‘ncing and financing centre and as a li
banking pol :ey rgarket.. This Apex Bank also secures uniformity in
infant non-cryd;n bractices, and subsidises through Central Banks the
cussed -prob]ee L societies. Almost the only vexed and the most dis-
bers, for wh'lll; I;that of overdues from rural societies and their mem-
is al’so d - e Central Banks are not alone to blame. Attention
Yawn to the fact that while in the decade ending with 1936

there were 54 bank fajl . € :
Central Bank failed. atlures in the Province not one Co-operative

but i\laxil;ci}; :itﬂtl}lls pr}a:ie b§’ the Committee is no doubt well deserved;
and at all sty e V‘; 0le picture and it is not applicable to all the banks
some of fh ges of their development. In their origin and outlook,
oot entoy cm were fx:an%:l;y capitalistic; they were largely, if
as they we¥ : Ommsefi of individuals who found in these banks—backed
ed institut; e n;‘)r ally if not financially by the Government—a badly need-
big Britishlc;:l or the investment of their savings, after the collapse of a
ures of Lo anking concern in the city of Madras and a number of fail-
ultimate blgenous Nlc'lhxs in the Province. The unlimited liability of the
public o ESTOWEr'WIth l.anded interest worked as a charm and the
sible for It;m el::: m particular office-bearers was not a little respon-
philanthrophya x:lctmn ?f funds. ‘There was in most cases a blend of
that wag iz, v an .Self-mterest smacking of the Utilitarian philosophy
and deposit, gue in those.days. That the outlook of the shareholders
‘ %S Was not entirely co-operative even in the first few years

of enthusi sa - .

The sec;‘;;s;‘e '8 revealed in the pages of the reports of Registrars.
useful institutif:stra;u?i& in his brusque way: “ Central Banks are very
forte, co- ’ €y are not co-operative.” “ Finance is their

operati i i i ’ .
and hard 1or ion is their foible.” The third Registrar pleaded long

o a liberal contributi

the Mo fon from the Central Banks, including

e ReU.B., Jtowards supervision of societies which they financed
gistrar's recommendation. The were unwilli

even thowry Tax v e un ng to grant it,

/ v w lari | unw;
still had a large surple:: I:fe: € 12 per cent dividend on shares and
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ch"’ge in the outlook on what the Central Bank should or might

}i‘t" to inspect and improve the societies affiliated. But even then

is more on terms of control and correction rather than of develop-

y ment that the thought of Directors of Central Banks runs. With.t'he
- '9erease in overdues, whatever be the cause, and the irrecoverability

Some of the dues, faith in unlimited liability is fading and insistence
oy Mmortgage security is becoming more common. The non-member
®Positors claim seats on the Board of Directors, which is sympto-

- Matic of their want of confidence in society representatives. The

~~OMmmittee have on the other hand recommended the elimination of
ndividual shareholders from the Central Banks and the co-optation
individuals with banking knowledge. We are not sure if local
Uence and probity of Directors are not, even now, more apprecia-
?ed by depositors than knowledge of business. If deposits still pour

Yin, it i partly because of the frightful failures of joint-stock concerns

and the feeling that, if the worst happens, the Government would go
to the rescue of creditors of co-operative banks, as the Governments
of »BUrma and Bihar have done in recent years. After all, co-operative
anks, Central and Provincial, attract only about Rs. 4 crores as deposits,
While one leading joint-stock bank of equal standing attracts more
Rs. 5 crores. :

We are in this paper more concerned with the repercussions of the
flow of funds into Central Banks on their methods of financing affiliated
Speieties, ‘The problem which has received the longest and greatest
attention—that of the utilisation of funds derived. from short term
deposits in lpans to societies for much longer term—has been fully
dealt with by the Committee on Co-operation. It is broadly true that
60 per cent of the deposits are repayable within 12 months, 25 per cent
within 24 months and the rest within 36 months. But renewals of
deposits are quite a common feature. The Reserve Bank’s dictum
that “advances for any purposes whatever, which cannot reasonably
be expected to be repaid in one year, should be ruled out as beyond
the sphere of co-operative societies, at least at the present stage of
their development ” has been discussed and rejected by the Committee
8 undesirable and unnecessary to follow. The demand for inter-
Mediate term loans in agriculture for periods of 2 to 5 years has been
recognised to be as legitimate as that for cultivation expenses and there-

e to be granted without any hesitation. They have also clearly
lajd ‘down that while it is desirable to attract deposits for two or three
. years, there is no need to make the period of deposits rigidly co-ter-
Minous with the period of loans, as “the flow of deposits into Centra}
M’ - « . . is like a perennial stream.” The recovery of overdues
from societies has been the main subject of several ‘Central Banks’
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Conferences i
in
Tecent years. Indeed, overdues began earlier than the

economic depressi
pression though the latter accentuated them and often

served as an exc
use for defaulting societies and their members. After

examining the c¢o
urse of deposi
from 1925, the Committee Tostis and loans for a period of 14 years

difficulties of C
. entral Banks
in the boom period after lwere due to the reckless advances granted

ﬂood £ : 925 Which 8 3 .
of deposits and an artificial expansiy:rlxdrfm:z?:ﬁ:v ith the sudden
S,

The havoc wr
boards and wopr OBt by the increased flow of deposits from local

een extracted by the Committee. The

agitated for :
the increase of an expansion in th
the bo: s e number g
offered a special reba::"wug pPower of societies. Ev:f societies end
on the interest on loans to Cn t:::l M-C.U.Bl.f,
en Banks i

they took mor be utilise
. . before a certain ilised in
) date to ili i
e€xpansion I‘he_ C. entral Banks took advantage of the cor:cession

ment refused : i ‘ rovince of urban banks
such permission.” Thig is the p: i

and of sale Societies, whose Tepresentatives have right}

Yy Protested in

. e questiong th
tion. on the subject b,
y the Committee
on Co-opera-

€ progress in

aItogether in the interests of
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The craze for swelling the volume

~Oers, especially the small producers.
find another outlet for the plethora

:: transactions and the anxiety to
j of deposits have obscured co-operative ideals.
m to be aware of

. In fact many work-a-day co-operators do not see
for instance, the

j::?the damage done to the cause of co-operation by,
i thedemand for permission to Central Banks not only to collect bills for
~their individual shareholders and depositors, who are engaged in trade,

“but to discount bills for them as commercial banks do. Apart from
ing of bills—on which

&e financial risks involved in the discountin

- #Pound the Committee on Co-operation have rightly turned down the
»”?"POS&I-——there can be no justification from the co-operative point of
~View in affording facilities for a class of people who have been
&ploiting producers and consumers all along, and whose gradual
, elimination has been proclaimed to be the goal of co-operative

. e¥1<>1elivour .

The demand for the co-optation of men in the competitive busi-
hess-world on boards of management of co-operative institutions, the
desire for investment of surplus co-operative funds in slack seasons
in commercial banks, the investment of reserves in gilt-edged securi-
_ties far in excess of the minimum prescribed for the maintenance of
fuid resources—all these tendencies reveal a lack of co-opera-

tive jdealisin, an unawareness of the wide and varied field in produc-
tion and distribution that could more legitimately utilise co-operative

funds.



REVIEWS

PROCEEDINGS OF THE FIRsT CONFERENCE OF THE INDIAN SoCIETY OF AGRI
cuLruraL Ecowomics : held at Delhi in February 1940 (The Co-
operative Book Depot, Fort, Bombay—Rs. 5).

We heartily welcome this newly founded Society of Agricul 1
B . . gricultura
g;;?:::xfe“t‘ India, which hgs as its object the study, investigation @
rnal Yito nF of ‘tihz economic and .social conditions of agriculture
but it heo u&‘;& ed only in 1939, it has yet no periodical of its oW
in b,ebruaf 19409 the proceedings of its first Conterence held at Delhi
brict aaay 1940, Sir Jagadish t'rasad opened the Conference with 8
debt.reliet SS an .rax§ed a tgw tundamental questions like land tenure,
and dairying, which he rightly pointed out “shouid not be

studied in isolation and with
in iso out adequate regard for ; intlu-
ence of religion, custom and history.” ® the protouad i5

and Sc&:rega:cgﬁgardl;ng took for his theme “ The Peasant and Politics ”
wave of democratic elz uf)lcturg- of the reactions of the peasant to th
tenures, etc. by the g and the -radical measures on deot relief,
years prior to the w::tOfxpmous Governments in the Provinces for two
obligation of th - ‘lhey have, in his view, weakened the sense of

& peasant to the land lord and the moneylender and ed

10 contracuon of
credit to agricuitur
done in the Baikan States culturists, even as suci measures have
?

Provin A
ces. He pleads for a change from an arm-chair study of wester

economic

i.nvestigati:f?;yu? ased on urban industrial conditions to an intensive

as to be able “to :dpx.'essmg‘ gconomic problems in our countryside, sO
vise political parties on their agrarian programmes

and to exercise
a moderating infl . : ;
He pleads for the reviv g intluence on their electioneering promises.”

al
the Co-operative Mov of the panchayats and the strengthening of

spiritual decline’ mdemem which alone could arrest the ‘manifest

Mr. K. G. Ambe Promote agricultural improvement,
Reserve Bank of In:i? l;:sd-the Agricultural Credit Department of the
Department on the 1700.<sitiongt:;etf1 the zesults of a survey made by his
tempts made by each Goy ragmentation of holdings and the at~

ernm . -
away the causes of inaction, ;i':t ito consolidate holdings or to explain

Wwith one or other of which he compares Indian .
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i&n"’“htered and the progress achieved. This paper has been repro-
Wiced in the Indian Co-operative Review. :

- There are two papers on debt legislation, one on the United Pro-
;@"ﬁes by Mr. S. P. Saxena, which appeared in our Review, and the

ﬁfﬁer on Central Provinces and Berar by Mr. N. M. Joglekar.
o Messrs. D. R. Gadgil and V. R. Gadgil of the Gokhale Institute of

feonomics have given an account of the procedure and method adopted
.Shﬂ survey of Wai Taluka in Bombay, which differ from those followed
i Western countries. Investigators in India cannot get farm accounts
m' memoranda kept by farmers and therefore have to colleet more
‘details by oral examination and make more frequent visits and adopt
%evera] cross checks. Mr. 8. Kartar Singh, the Marketing Officer, and

. Arjan Singh, Assistant Marketing Officer of the Punjab contribute
Papers on farm accountancy, its methods and value in agricultural re-
Search,

Mr. S. K. Bedekar, the present secretarvy of the Association, analyses

“in a thought-provoking paper the spread of prices between consumers’

and producers’, in respect of four articles on which the Marketing Sec-
tion of the I.C.A.R. has issued reports. He contends that producers re-
eeive a fairly high provortion of the prices paid by the consumers. that
they do not suffer much from the existing system of marketing and that
the defects might be rectified by markefing legislation and the estab-
Bebment of Standard Arhat shops by the Marketing Committees.
He thinks that co-operative sale societies will have to meet the same
costs, perhans more on account of joint control, and therefore are un-

MRacessary—though there might be scope for co-operative processine, pack-

ing and transport. But things are not so simple as they look. The mar-
gins of merchants and middlemen are only seemingly small; for much
of the profits is derived by malpractices in weighing, measuring, etc.,

- which no marketing legislation or committee can put down, especially

_when producers are ignorant or {lliterate. ‘This has been well brought

out in the discussion that followed.
On the whole, we find the papers submitted, of some of which we

‘ et only summaries, and the discussions that followed are of a high

8

level and justify the formation of a seperate society of agricultural
economists in a country so preponderatingly agricultural.

LaLussAr Smmu by S. Natarajan. (Y eshanand Publications Ltd.,
Hornby Road, Bombay—As. 8). .
This brochure, printed on hand-made paper, is a life-sketch: of”Sh'

qummudmc@wwwt in
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r'i:::bay& dI t is written in bright style and deals succinetly with the
leadz;zl ;Wactwmes c3f one of the most energetic and enthusiast{c
Lalubha(i) ester}? India. ‘Every detail given by Mr. Natarajan of S
R ?ss .atsc ol.ar, social reformer, administrator, industrialist a

e erat.m exl'lestmg and reveals thf: greatness of the man. Students
x ;; ra ion, however, get.o.nl_y a little more than what they already
y ew o e co-operative activities of this doyen of co-operators. Per-
;th mvgix:}el r:xhay not be expected in such a brief sketch, which deals as
mach ith ! ie private life of this thorough- gentleman as of his publi¢
. woxlk a Suup to loya? students of co-operation in Bombay to bring
what Siz Lal‘*l}:‘% fully \.mth the trials and tribulations—as, for instancé
B ubhai experienced in founding the Bombay Central Urbah

as well as the successes of the leaders of the Movement.
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CO-OPERATIVE SOCIETIES AT WORK IN INDIA

MADRAS

Extracts from the Report of the Registrar of Co-operative Sacieties, Mr. 8. A.
Venkataraman, 1.C.S,, for the year ended 30th June, 1940.

Review of Policy—The Committee on Co-operation concluded its delibera-
ticns. Some time must pass before final decisions can be taken and implemented.
But a general impression may be ventured, that on the whole the present structure
and trend of co-operation in Madras meets with the approval of the pundits.
Reform, not revolution, is the task of the future.

Continuity of policy.—Co-operative finance is still, and must be, for some time,
the chief pre-occupation of Madras co-operators. The long and arduous task of

" eliminating the weaknesses in our credit structure and increasing the usefulness

of credit societies in both villages and towns is far from ended: but something is
being achieved each year. A few revolutionary suggestions were made in the dis-
cussione of the Committee on Co-operation, and were given publicity in the Press.
From the response of co-operators, it would seem that many prefer slow progress
on the present lines to a more drastic treatment. Some inveterate cancers in the
co-operative body resist mild remedies; one or two central banks and many smaller
institutions must collapse unless they adopt rather late in the day measures they
have yresisted or ignored.

The most embarrassed banks are those which have their assets frozen in
irrecoverable long-term loans; on close examination, it is usually found that these
loang vere individually too large in comparison with the repaying capacity of the
borrowlers, the purposes of borrowing were not productive, the proper application
of the Joans was not secured and the borrowers, because they were interested in
esca from a particular debt rather than in financing regular production, have
tmade nlo attempt to clear their accounts and secure fresh finance. Several banks,
though far from insalvent, cannot bring in their money and, therefore, cannot ac-
commodate their members with fresh loans. In various other districts fresh loans
are a mere trickle, and banks which should be distributing five, ten, or fifteen
lakhs annually for cultivation expenses alone are lending a meagre one or two
lakhs to ordinary credit societies, and to sale societies enough to market one or
two per cent of the total erop.

Finance.—In spite of their errors and difficulties, co-operative institutions have
not lost the confidence of the public. The level of deposits remains high. Itis a
pity that the deposits of members do not grow more rapidly; our societies might be
much stronger and more alert if, like the Raiffeisen societies in the Germany of
a former day, the deposits of their members exceeded 70 per cent of their working
capital. One unresolved question of policy is whether co-operative sacieties should
be so slow to adapt their interest rates to changing conditions. Changing his lend-
ing and borrowing rates is the banker's ordinary means of adjusting the demand
for loans to the supply of capital. Co-operative banks rarely change their rates
and complain at one time of an excess of deposits and at another of a deficiency.
Agricultural credit institutions have been trying to keep interest rates to borrowers

a
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dovm to the level imposed on other lenders of money by the Agriculturists' Reliet
Act. T have been watching the effects of this policy and have warned co-operators

against sacrificing the safety of their institutions to a worthy but often impracticable
tdeal. Belief to borrowers hard hit, through no fault of their own, has already heen
carried far enough

to endanger the profits, if not the working, of several central
banks and the endeavour to help failing sacieties by reducing the rate of interest
on old loans—a policy accepted by all central banks—rmakes it all the more neces-
Sary to earn reasonable profits on loans to thriving societies. Reserves must be
adequate but can anly he built up out of profits; if the margin between borrowing
and lending rates is too small for any profits to be earned, the margin must be in-
creased. I find that co-operators and departmental officials agree that a Toargin

lending rates will ensure safety to
borrawers and 1 have issued a cir~

e a little higher. Co-operative insti-
r their risks and costs of supervision.

Xperience has shown that the costs of super-
Credit must be controlled and repayment ensured.
that the control is expensive if it is effective. The
5 everywhere throwing too heavy a burden on the
ways are devised to revive unions and secure active
unpaid directors, the central banks will soon appreciate

Management and supervision —E
vision cannot safely be cut.
The central banks are finding
failure of Supervising unions i
siaff of the banks, ang unless
and honest work from their
what Nicholson meant whe

Though some critics, including a few who have access
care to study them, have accused the department of t
ment, our policy remains the same as before—to help, to guide, where necessary to
admonish, and only in the last resort to exercise the powers conferred by the Act
for the protection of the'public and the saving of societies. The staff of the de-
vartment is too small to manage the affairs of societies as well as to perform its
own functions. I have had to protest in a circular against the increasing demand
for the deputation of deparimental officers and to point out that the proper course
is to secure more trained men and to encourage co-gperative employees to secure
better training. Better work and better pay are both required, and ¥ am glad to

say that Boards of Directors and Co-operative employees seem prepared for a pra-
gressive policy,

to the facts but do not
rying to officialize the move-

Scope of co-operative societies—The development of trained business capacity
must precede the launching of a drive to widen the scope of primary societies.
Want of suitable men has impeded the development of marketing and of consum-
ers’ co-operation; and it is too much to expect that primary societies which have
en to administer credit should find such men to
administer joint purchase and sale or village reconstruction. It is apparently more

perative trading than of co-operatjve banking, if
we are to judge by our experience in towns; and the activities of agricultural im-
provement and rural welfare are not eagy for amateurs,
Consumers’ Sacieties —Co-ope

rators took advanta
ahout by the War to inaugura

ge of the conditions brought
te stores in a number

of towns, If profiteering in
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foodstuffs had continued a little longer, t?e numl;erb alx::d:usiBn::s ﬂ:;ef iifg:::tt:::
i 0 ,
obably have increased by leaps an n
:t::zr:so‘::s liiself aycheck on profiteering and the measures adopted by Govern
ment had a rapid effect.

Sales Tax and Super Tax:—Various types of co-operative mstitutiocns opa:;t;-
culax}yesstores societies, were affected by the opera.tion of tl:xe :atles 'lc;a:;;me o(-’-f ;;h ra-
tive societies were not exempted from the operat{or} of this Ac ;x;d o
found their distributable profits considerably dim}nlshed. They o Py |
about Rs. 20,000, a large portion of it being contributed by 34 stores s

. k] b

i - ive institutions was the super tax. Ac~

{m‘)ther g wt:?irﬁi;iia:iz: }:;ri;::elrizzge-tax Act, co-operative societies

Sordineg t? t?e pr:; individuals and liable to pay the higher rate of tax. 'The

o ’aﬁsogi;a‘t u;l;s Ramadas Pantulu has been trying to secure an amendment of ;h;

gc::;x::‘-ta):.Ac.t, and for the present the CentraltG;vzrx:;::nt T}L? r:ze:c tﬁe:s:;a t;e

i joint stock banks. h

e co.‘;J(:pier:eactiw;aisazl{sx:sc}‘lv(::eRga;,(])OG for the assessment year 1940-41,dm

:;1,: 2\:: ((’)f athe Madras Provincial Co-operative Bank alonte. All profits under
Rs. 25,000 are to be exempted from super tax for the present.

Milk i i ber and business of milk supply
i —The great increase in the nurfx ‘ ‘ y
ieti 'su\’:x]fzrtunatelgy not due to consumers’ enlightenment; a strong d:ga;’t
S°°1£t!esdl§ had to be made and it remains to be seen whether the real v?;;] or
mentalmdk‘ nv:t a price satisfactory to producers as well as consumers tx;:r
g:::me apparent to urban population which have for too long paid more a
tion to price than quality.

Marketing.—Several Ceniral Banks, supported by the Provinc@ Bank a:i t';t:

department, h.ave decided that the time is ripe for an advance in co-op 4
epk -en,Many new sale societies and some branches of old so(.netxes ein
:npa;a:it:::durm' g the year. We are still far from an ad:fua’\;e marketmsgc;)‘:g::xm
‘ - . . many

i i istrict the foundations are being lai Too
tn'm, bt ngoe'ii:t:; f::thx:'tt}m Sale Societies; but al‘l.a‘re bemg encouraizc;lhtobstuiz
:hhu Loainket fc;r local produce and provide the facilities required by uy

e m
and sellers,

instituti for the most part by amateurs
business—~—Our institutions are run ! : ¢
M”i:x“t‘;eﬁsalaxied professional staff have had too liitle experience of business
" 'Zvethe co-operative world. Our bankers have generally never been in a com;
outs":l bank; our stores managers were formerly school-masters or Governmen
merch H

i t.
" officials; our marketing officers have never bought and sold on their own &eccoun
td

It is only in exceptional institutions that the directors and n.uanagers study the
operaﬁonz with the diligence and intelligence of the good busx.ne.qx.sgx:)nd:s o
1 tudy the me of Joint-~
i several Deputy Registrars to study . -
at; clfh;a::: “tﬂ;mol’; ztfhers to visit the Imperial Dairy Institute may equ;p atihe ded
p:rtment to ?:fer good advice in some directions. The study of wholesale an
retail trade is still backward.

The changes in supply, demand and prices are differently timed. in a‘;mo;th::ﬂz
centre and good business will depend on ac::}n.-ate knowl‘edge takx:dgm=e efo Dot
guess work. Tao often we hear of the desirability of holding up :,r e o Tt
ter market. Holding up produce is sometimes as likely to lead o s orga-
expertence in other countries is any guide, I strongly feel the need
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nized research and for a small statistical staff to do it; and 1 find agreement in this
vespect not only in the department but also in the banks and the universities.

More attention was given to co-ordination of societies; for instance, a number
of sale societies and stores stocked and sold the products of weavers' societies and

placed orders for foodstuffs with co-operative producers’ organizations, and pro--

ducers’ societies, sometimes on their own and somdiimes through the Provincial
Marketing Society, increasingly sought co-operative outlets. There was some
difficulty about prices, consumers’ societies complaining that producers’ societies
asked for too much and producers alleging that consumers’ societies offered too

little. Both sides have to learn that in trading a fair price is one which pleases
both parties.

An innovation which may point the way to a more harmonious relation between
the department and the movement was the joint investigation of the affairs of cer-
tain hanks by the Joint Registrar and the President of the Madras Provincial Co-
operative Bank, to whom my thanks are due for his willing and active co-operation
in such cases as those of the Viziavada Central Bank, the Anantapur Central Bank
and the South Arcot Central Bank. This kind of co-operation makes it much
easier for the Registrar to choose among different possible methods of improve-

ment. Unfortunately, it does not obviate recourse to statutory powers when abuses
and incompetence will not give way to mere advice.

Prospects—At present the movement is an aggregate of pieces rather than a

whole of coherent parts. Consumers and producers’ co-operation have not yet
achieved a dovetailed structure, Various unconcerted efforts are being made in dif-
fe.rent places; sometimes they fit together, but more -often each is pushed along
without reference to the others. Nor do co-o

th efer perators in general show much wish or
ability to bring the work of the Development Departments within their orbit.

I have a vision of an integrated whole of man i
y parts so designed that all
through the economic life of ¢

' the pravince the principle of working together for
mutual benefit may exercise its wholesome influence. - Already a beginning has

been made in the process of linking the work of the Departments of Agriculture
and Industries with that of co~operative societies, more especially in the multipli-
céﬁon of improved seed and the improvement of handloom weaving. The help
given by the Veterinary Department to cattle-breeding societies is likely to in-
crease as the Provincial Livestock Council extends its work. In rural reconstruc-
tion, officers of the Co-operative Department are working as Special Development

in close touch with the ordinary district administration and are infusing
every where the belief voiced b

“ y the Royal Commission on Agriculture in India
;J;nt only through the megdium of co-operative associations can the teaching of
© expert be brought to multitudes who would never be reached individually "
e The Ma(lms£ Provfi‘neial Co-operative Bank, Limited, Madras.—The Yorrowing of
bank rose from Rs. 202:16 lakhs to Rs. -56 i kin, i

£ Rs. 236.45 ] o s. 228 lakhs and its working capital

Rs. 264'91 lakhs. ‘There was an increase in the deposits
;!nder all heads. Of the total borrowings of Rs. 228-56 lakhs, a sum of Rs. 215-03
akhs represented deposits in the bank. The aw

ned capital of the bank (Rs. 36-35
lakhs) smounted to 169 per cent of the total depos’n‘s). The cash on I(umd with
the bank and with its bankers was Rs. 619 lakhs, while its investments included
Rs. 125:83 lakhs in Government Promissory Notes, Rs. 15-88 lakhs in the deben-
tures of the Central Land Mortgage Bank ang Rs. 11585 lakhs in loans to Central
Banks and societies. The cash resources

of the bank were 29 per cent of the

™
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jle its i i t securities and in loans amounted
ts, while its investments in Government se .

fepggu,per cent and 53-9 per cent of the deposits. T.he percentage of (tzpo;xts
old in Government securities’ far exceeded the proportion suggested b)" the Re-
- ué nk of India in its circular on the reorganization of the co-operatnte fn°ve'
sew: 02? ba:king lines, and the bank’s investments in loans were also within the
men '
limits suggested by the Reserve Bank of India.

'The Provincial Bank continued to enjoy the overdraft accommocllation (())fur I:s;. ::Z
lakhs allowed by the Imperial Bank of India. The ?a:lk t}}iaed eitse(; trc::f rse o
Bank of India at 3 per cent to \
]h?;iz' far::ln o;h;ﬁf :::Ext a sum of Rs. 8 lakhs remained outstanding on the 30th
’ td
e f less than Rs. 99-82
bank to central banks to the extent of no
akhTsh:h t i gl;:ntgg Elizalll:khs more than last year. The increase wt:;ls agcounti(:
: ) inl8 i’ i.m‘:reased advances on produce, which alone reachec:l t:h g;r:tral
- ylak!l: The loans outstanding at the end of the year aga‘ms e, entrs
gsar.lk?'ss untesd. to Rs. 83-99 lakhs, of which Rs. 47-98 lakhs were produce’ loans.
amo .

. . ial
The bank continued to finance the Vuyyur Co-operative, Agricultural, Industria
The

d Credit Society and the Madras Officials’ Automobile Co-operative Society.
an re

s - unt
" The total advances to all primary societies and to individuals in the year amounted
e to

13 lakhs and Rs. 6-14 lakhs, and the advances outstanding against them
to Rs. 14 .
were Rs. 17-77 lakhs and Rs. 3-99 lakhs. - sevedopment
As in the past, the bank gave subsidies to central banks fo;o 42e5 velopmen’
o ’ i i i being Rs. 20,420.
ieti subsidy given in the year ; ) \ade
. S§1'= SOCletle? ft{}sle ;Oot)alt: the Salem District Urban Bank in connexion “’tll‘;lh 1:2
specll{a :'g;a:Zti‘:/ities' It also gave a subvention to four central banks amounting
marketin, .
i i k.
Rs. 1675 for rectification wor N
Th t profits of the bank for the year were Rs. 2:38 1ak}fxs.un 'le‘::etzlezte;i de
ine in i palue of Government securities brought ab0l'1t by t eb Do
dm:itlin ther‘e’ated by the war did not affect its profits, as it held subs ;d e
o e o be coun amo:
inci - tive Bank must now :
m:;aan:sdrist:: oc‘:::x?t:'; C‘;to'frz;;d on sound business lines and was in many
major [ .

respects a model for other provinces.

' i i borrow-
Centlal | i gl'adual increase Im the
Banks. Borrowitngs. There w.as a ‘
iw of the b&nk’ and in the'u' working capltal) as shown below- =

1937-38 1938-39 1939-40
Rs. Rs. Rs.
(In Lakhs) (In Lakhs) (In Lakhs)
-02
409-63 452-03 4850
—ne . 523-54 56624 580-30
Working Capital .

. "at the end of the year, the dePosits a}one
Of the borrowings Of.sl?zsiaiahss oie:)arljsl:nﬁng 62-1 per cent of the' working ca}:ut.al.t
K:‘mudedto Rsm%‘?f the banits was Rs. 115-28 lakhs, representing 311;ihper c;lr:e
of ﬂ':wgepo:i? The deposits from individuals totalled R;. 159 RG: o 2; Lt
fixed deposits of local bodies held by the banks amounted t; d. 32 s
There was a fall of Rs. 5:46 Jakhs during the year under this «;; . bymG.O.
tions on the investment of district board and municipal funds polOdon ot
No. 1407, L.A., dated 5th April 1939, have had some adverse offect
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volume of deposits in the hanks, but they may have served a purpose if they make
the banks look more to the general public and less to local bodies for their deposits.
The Central Banks also held deposits from primary societies to the extent of Rs.
136-36 lakhs, of which Rs. 104-96 lakhs were reserve fund deposits. The large
proportion of deposits held by the banks, pariicularly from the outside public, is
clear evidence that they continue to enjoy the confidence of the investing public.

{nvestment and fluid resourceg~The cash held by the banks and with their
bankers on the last day of the year was Rs. 2389 lakhs, and their investments
were Rs. 127-37 lakhs. Of the latter sum, Rs. 49:82 lakhs represented investe
wents in Government securities. The investments made by the banks in loans
and advances including over-drafts amounted on the last day of the year to Rs. 424
lakhs, which exceeded the deposits. This was because the banks lent not only
frora the deposits raised by them but also irom their other resources, namely,
owned capital, borrowings from the Provincial Bank, etc. Taking the position of
the central banks as a whole, it can be said that the distribution of their assets on

the last day of the year was more or less in accordsnce with the standards sug-
gested by the Reserve Bank of India. I wish, however, to mention that, apart
from the fact that the position on the 30th June cannot be said to exhibit the
normal state of affairs, the standards prescribed would not be satisfied by all the
banks if their position is individually examined. The question, however, is
whether it is possible or necessary for banks to adhere to these standards in view
of the fact that they are required under the

rules fo maintain fluid resources accord-
ing to certain standards laid down by Government.

Loans issued, collected and overdue.~The banks granted loans to societics to
the

extent of Rs. 20270 lakhs, that is, 0-62 lakhs more than in the last year. Of
this sum, Rs. 155-89 lakhs were for short terms. Loans amounting to Rs. 20145
lakhs were recovered, leaving a sum of Rs. 347-77 lakhs outstanding at the
end of the year. The hanks also granted loans to individuals to the extent of Rs.
15-34 lakhs. The amount due at the end of the year under this head was Rs, 8-48
lakhs. The loans outstanding against societies under liguidation amounted to Rs,
30-63 lakhs,

In s circular on the reorganization of the co-operative movement on banking
lines, the Reserve Bank of India has observed that co-operative banks should
altempt, as a general rule, to avoid long-term business and that, where loans for
periods longer than nine months are found necessary, care should he taken to
ensure that the total amount of such loans does not exceed the paid-up capital
and reserves. The Paid-up share capital and reserves of the banks (reserve fund
and bad debt reserve) q

n the last day of the year totalled Rs. 103:69 lakhs. The
total long

-term resources of the banks on the last day of the year were Rs, 216-62
lakhs. The investments made by the

banks in long-term loans, including loans
due from societies under liquidation, amounted te Rs. 220-02 lakhs; and this ig

just a little over the long-term reserves. ¥ the Central Banks continue to follow
the present policy of restricting their mediu

m-term loans, I am hopeful that medjum.
term investments in loans will, before long, come down to the level of their long-
ferm resources,

Cost of management—The cost of management of the banks was Rs. 859
lakhs, and represented 15 per cent of the workin

€ capital, which must be con-
sidered reasonably cheap. In 13 banks, the percentage exceeded the Presidency
average.

t
Suting 25 per cent of the ne
has been contributing

& to the Bad Debt Reserve. It
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‘ untur District
Profits.—All the Central Banks except t::d i‘:dgafg a;dnt?e 3(,;512 oiile the
‘ rofit. The former Wok f all the re-
Darks w:;ked ::-nidpzogroﬁt por susteined a loss. The net profits o
. latter neither e 2,86 lakhs.
ini ounted to . X in the prices
maining banks am hanks were to some extent aﬁ‘ected‘ by the fz}l% in the I:n foes
The profis o t::iiti:s held by them. Wherever possible, P:}‘:V‘S::; Ve certain
< e
o GOVernItI}:: td::ieciation in the value of the securities. o:;:} . the year
for the hen !ever the entire depreciation could. not be pr . In view of the
‘ banll;s, ow - a,course would have cut into their profits :.;:; o an.d e result
isell, as suc i ities was unprece:

: riees o jdering that the banks had
fact that the {all lr:‘ ;i:?o:s created by the war, ax'ud consxgen;g ::;ation D ot
of the uncextain ves, 1 permitted them to write oﬁ‘t e.-h Pear o R bad3D
strong general reser ov;sion made for depreciation during {! e:}; e he yenr
three vear. Tthewpl;he credit of the depreciation reserve at the
and the amoun

. anks during the
was B 1’31[%1162372 re added to the Bad Debt Reserve of Central B
Rs. 87’ we

ite off irrecoverable
t from the reserve io Wwrl

f Rs. 1,22,108 was spett
P year. A sum O

’ y
1 t he Ctedlt Of ﬂle Bad D‘ebt Itesel ve at the elld of ﬂle £ar
loans The ba ance o t

. hs. imited—During the

was Ko 198 la‘:: _operative Central Land M°“§ag1e Bank;et‘:tm:ttepar for Rs. 20
The Madras €0 d two series of debentures at 314 per T eated by the war,

year the bam:)ﬂoatsoum of the changes in the money market ¢

lakhs each. m ac

th o f tere t e ntures was raised b 1 per ce‘\t. Th
e I I O th debe T Y /2 e total anlOunt
at2 O interes 198 . .

. TNOUNN!
issued during the year & . n ries has been
of debentures ¢ redemption of debentures up to thi }Zc{tleit s::flthe principal

The method © 4 of limiting the redemption to't e lections received
slightly changed. Instea c)vered by the series, all principal collec

° . interest and
collections in thedloanfngc oﬁrst debentures carrying higher rates of in
are utilized in reaeeming, ’

. bentures for
; During the year de
ryi er rates of interest. were redeemed
only then those caxrgxr;rgn :gwof ek debentures for “5'51;2 i;:g e ook
Rs. 508,400 v;‘ereb ;iea nie re-’invested in the new debenture 4 by the bank for each
X s e
km cash and the te Debenture Redemption Fu}rg:l ‘r;lamti::e 3cc)o'r(!in9 e scale
Tn the separal . B the SEries, = The
encing from R d Rs. 2,44135.
- Ofdd!e)be:lh;nzo:z:l:ent, the bank should have investe
rescribed by 7.14,215.
zz:ual investment, however, was Rz:t- ' Government discontinued their tempO;;'
. § ormal conditions, . hs during the
* Owing to cex:tamt:bt’;‘e bank for a short period of four n‘;c;il(t) Duting the
ary accommadation dation has been renewed from Janua:yaid Rs. 41-12 lakbs.
year. The amommofrcm Government Rs. 45-65 lakhs and ; P 26-05 lakhs.
 year the bank ::kegovemment at the end of the year were Bs. cures. from 3 per
The loans due to he increase in the rate of 'zm.:erest c;n (cllebr:: rrgag‘e anks was
Consequent on the o lending rate to the primary lan ore
cent fo W per cent tiihat to the ultimate borrower 10 6 per .

raiacd to © Rer centdm et profit of Rs. 1,20,540-0-9, after setting apart Rs. 65,000
The bank earned a n

T , : y
P i i
to ﬁ\e Debenture Redem tion E’und nlvest‘meni (lep!eclatl()l) reserve a.nd RS 20000
‘ﬁt‘\ tto {o th.e Rese!ve (3) a' e the P!OPOItIOn to 40 Pe!
md and ‘lt 1s pr posed {0 rais h
’ ©’ N |
ce!lt flo!n t}lls 968!.
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Gavernment increased their guarantee of the debentures from Rs. 200 lakhs
to Rs. 250 lakhs during the year. There is a great demand for loans from lan¢
mortgage banks as a resuli.of the Agriculturists Relief Act, and Government wil
shortly have to be approached for increasing their guarantee limit.

The Central Land Mortgage Bank is building up a sound and steady busines:
ang is run on prudent and conservative lines. It is an acknowledged model fo1
the rest of India.

Primary land mortgage banks.—The 1189 banks in the Province cover 18,02
villages, and loans have heen issued in 5,093 villages. The slight fall in the trans.
actions was on account of the stoppage of temporary accommodation by the Govern~
ment for about four months immediately after the outbreak of the War.

The borrowings of the banks were entirely from the Central Land Mortgage
Bank, and no primary bank floated fresh debentures of its own. Loans to the
extent of Rs. 42-78 lakhs were obtained from the Ceniral Land Morigage Bank
during the year and Rs. 1322 lakhs were repaid, leaving a total outstanding of
Rs. 218-99 lakhs at the end of the year. A very satisfactory feature was that
fhere were no arrears either under principal or interest in the loans due to the
Central Land Mortgage Bank.

During the year, 2,838 loans amounting to Rs. 42-57 lakhs were issued to the
members by primary banks, and Rs. 13:02 lakhs were collected, leaving a total
outstanding of Rs. 222-09 lakhs at the end of the year. There was a fall in the
percentage of arrears under principal from 14-86 to 13-04. Of the 119 banks, 79
worked at a profit totalling Rs. 1,23,176, while the rest, mainly the newer ones,
worked at a loss of Rs. 19,356. °

At present, loans are issued to members of land mortgage banks, repayable in
20 years, from the money raised by the 20-year debentures, and neither the by~
laws nor the conditions of the business permit the grant of extension of time for
repayment. The need for a margin between the maximum period of the deben-
ture and the maximum period of the loan is obvious, as situations may arise (c.g.
famine, seasonal scarcity, floods, cyclones, etc.) when wholesale destruction of
crops ensues. The term of the debentures, however, need not, in my view, exceed
20 years, as 20 year debenfures find more favour with the investing public than
debentures for a longer period. The only alternative is to reduce the period
of the loan by two or three years. This reduction of the period will not
appreciably increase the equated annual instalment and will not cause any real
hardship to borrowers. The question of reducing the period of the loans to 17
or 18 years is under the consideration of Government.

Agricultural credit socicties—The following statement shows the comparative
financial position of the sacieties during the last three yearsi—

1937-38 1938-39 1939-40

Rs. Rs. Rs.
(in lakhs) (in lakhs) (in lakhs)
Paid-up share capital .. 51-46 53-36 54-89
Reserve Fund . » 7746 78-75 8037
Working capital . 437-13 47300 475-34
Loans issued to members . 110-97 147-47 147-28
Loans ouistanding ageinst members .. 322-03 353-53 354-15
Net profit - . 494 - 4-08 4-23
Net loss 3] 19-26 20-29 20-53

Co-OPERATIVE SOCIETIES AT WORK IN INDIA—MADRAS, 3040 169

During the year the transactions have remained more or less steady. The pro-
fits earned by good societies have gone up, but so too have the losses incurred by
the bad ones. The total profits and losses of the societies were as follows:—

Profits Losges
Rs. Rs.

(in lakhs) (in lakhs)

Interest ¢arned e. 2278 Interest paid and due .. 16-58
Other items .. 401 Cost of management . 424
Debts written off RO 175 §

Loss of previous years .. 18-94

- Other items .. 213

Total .. 26-80 Total .. 43-10

a——— —

It may be observed that the working of the societies during the year has re-
sulted in a net profit of Rs. 2-64 lakhs, and that the losses incurred in previous
years have been responsible for the net loss at the end of the year. As for the losses
in previous years, for the most part they have been the result of the interest due on
loans remaining unrealized. The margin of profit for the societies, that is, the
difference between the interest earned and the interest paid, is also too low. It is
barely sufficient to meet the cost of management, and after providing for possi-
ble bad debts very little is left for building up a strong reserve fund. I have,
therefore, suggested it to societies that they may, if necessary, increase the rate of
interest on loans so as to provide for a margin of 2 per cent beiween their borrow~
ing and lending rates.

The following statement shows the percentage of balance to demand under prin-
cipal and interest during the past three years:—There has been, I am glad 1o say,
a definite improvement in collections both under principal and under interest.

Principal Interest
Demand Balance Percentage Demznd Balance Percentage

Year Rs. Rs. Is. Rs.
(in lakhs) (in lakhs) (in lakhs) (in lakhs)
193738 .. 257-80 163-42 63-39 71-69 49-09 68-48
1938—39 .. 265-73 162-25 61-06 66-34 45-51 68-59
193940 L. 295-89 163:21 55-16 a7-41 43-07 63-89

p— —

Non-agricultural credit societies.—The business of non-agricultural credit socie~
ties showed a further increase. The borrowings rose from Rs. 271 lakhs to

2
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Rs. 24 lakhs, an increase of 5 per cent. The uncertain conditions created in the
money market owing to the war have apparently not affected these banks. In fact,
deposits from non-members for about two crores of rupees were either received or
renewed during the year, while the corresponding amount for 1938-39 was only
Rs. 186 lakhs. Of the 898 societies with outside borrowings, 324 could obtain de-
posits from members and the public sufficient for their requirements and had not to
borrow from central banks, while only 225 societies had to depend entirely on central
banks for their finance.

Non-agricultural credit societies have generally been prompt in meeting their
obligations to the creditors, the percentage of balance to demand being only 1-6.
Even this balance is negligible, considering the fact that it includes deposits which
had matured for repayment, where the depositors had neither asked for their re-
turn nor renewed them before the end of the year.

Urban banks and societies with deposits and loans exceeding Rs. 20,000 are re-
quired to maintain fluid resources on the standards laid down in the rules prescribed
under the Act. During 1939-40, 168 to 179 societies had to maintain fluid resources.
Of these, 22 to 35 societies failed to maintain the required standard during.the four
quarters. The importance of maintaining the prescribed standard was impressed on

them.

During the year, the societies disbursed loans aggregating Rs. 296-58 lakhs and
recovered Rs. 285:27 lakhs. The arrears due from members at the end of the year

totalled Rs. 66-65 lakhs, i.e., 19 per cent of the total demand. The percentage of -

arrears last year was 20.
Three hundred and five societies worked at a total loss of Rs. 1-22 lakhs, while
the total profits earned by the remaining societies were Rs. 697 lakhs.

In the report for 1938-39 I had referred to the ‘day deposit scheme’ introduced
in urban banks for the encouragement of thrift among the members. I am glad to
report that the scheme has so far been introduced in 30 banks and that 4,223 mem-
bers are now paying their daily subscriptions. The amount of deposits outstanding
{o the credit of the members at the end of the year (Rs. 70,765) may not be large,
but the fact it has been built up by the small daily subscriptions of the members is
heartening. The scheme has great potentialities and if worked enthusiastically and
extended under proper safeguards, urban banks would have achieved one of their
main objects, namely, the inculcation of the habit of thrift among the urban popu-
lation.

Employees’ societies—Among the non-agricultural credit societies, 497 were
exclusively for Government servants, employees of local bodies, firms, etc. They had
a total membership of 1,137,404, a share capital of Rs. 46-88 lakhs, and a working
capital of Rs. 166-52 lakhs. The borrowings of the societies included deposits from
members and other individuals to the extent of Rs. 55-51 lakhs and Rs. 47-37 lakhs,
respectively, and loans from central banks amounting to Rs. 7-85 lakhs. They
icsued loans to members aggregating Rs. 173:64 lakhs, The overdues at the end
of the year amounted to Rs. 12-47 lakhs.

®

Societies for the scheduled castes.—The transactions of the societies specially

formed for Adi-Dravidas, Adi-Andhras, fishermen, Kallars and other scheduled .

castes are shown in the following statement:—

A
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Kallar
Societies societies Societies
under the under the under the
Particulars co-operative special Fisheries
department Police department
) officers
Number of societies . 2,287 261 54
Number of members . 87,169 12,611 2,194
Paid up share capital .. 6,99,502 7,042 35,733
Deposits from members . 41,620 . 2,348
Loans from central banks .. 943,548 .. 11,487
Loans from Government e 1,89,593 91,831 529
Reserve fund .o 4,44,652 1,35,960 28,094
Other funds .. 1,25,866 e .
Working capital . 24,44,781 2,34,833 78,189
Divisible profifs .. 29,721 12,267 1,989
Loss .. 2,04,989 16,669 3,772

The Madras Provincial Co-opcrative Marketing Society.—On 30th June 1940,
the society had as its members 96 societies and 60 individuals. It sold during the
year goods worth Rs. 2,00,337. The volume of the sales effected in previous years
was Rs. 8,979 in 1936-37, Rs. 93,224 in 1937-38 and Rs. 1,70,000 in 1938-39. Of the
articles sold during the year, goods worth Rs. 1,77,938 were supplied by the Maipad,
Ramachandrapuram, Rasipuram and Tirupattur sale societies, and the Kodur Fruit
Growers' Society, and goods worth Rs. 22,399 were supplied by 40 other societies
and 11 individuals. Goods worth Rs. 80,088 were sold through co-operative stores
and other co-operative institutions. College hostels and clubs in the City were
among its customers. The chief articles dealt with were rice (milled, hand-pound-~
ed and hoiled), butter, ghee, fruits, eggs, dhall and honey. The saciety is issuing
a bulletin each week containing the following particulars:—

(i) price of commodities available with the society;
(ii) prices of commodities available in other sacieties in the Province; and
(iii) Madras wholesale market rates for certain important commodities.

One main difficulty experienced by the Provincjal Marketing Society was that
it did not receive an adequate supply of articles from affiliated societies. I have
therefore, organized a few more producers’ societies to act more or less as feeder
societies to the Provincial Scciety.

The society cannot be said at present, to be a real “Provincial” society in the
accepted sense of the term, and its future organization, as the apex of a series of re-
gional sale societies, etc., will shortly be examined in consultation with the Pro-
vincial Marketing Board.

The South Kanara Agricultugists' Co-operative Wholesale Society.—The area of
operations of the society covers the whole of South Kanara District. The chief pro-
duce of the district is arecanut and the society has been taking steps to induce as
many ryots as possible to join it and sell their produce through it. It has 1,852
members, of whom 1815 are individuals and the rest societies. It has opened 49
branches at important centres in the distriet, where the produce is stored and ad-
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vances are given on the security of such produce. It has also opened a sales branch
at Bombay which is an important marketing centre for areca and other products
of the district. It has a sales depot at Mangalore, and has recently opened three more
depots in the district. It has also been decided to open a grading section at Manga-
lore to pool and grade the arecanut before exporting it to Bombay. The society
has been doing its business on a consignment basis. Sales in the year totalled
Rs. 2037 lakhs and the loans issued to members on the pledge of produce amounted
to Rs. 17-26 lakhs. These are very rcmarkable figures for a District Sale Society.

The Madras Handloom Weavers’ Provincial Co-operative Society.—This society,
which was formed in 1935 under the Government of India Subvention Scheme
for the purpose of organizing and developing the handloom industry in the Pro-
vince, had as its members 165 weavers’ societies, 40 co-operative ceniral banks and
societies and 97 individuals, firms, etc. It spent from the subsidy Rs. 98,855 during
the financial year ended 31st March 1940. Of this, Rs. 32,735 were given to weavers’
societies to meet their cost of management, purchase of looms, etc., Rs. 12,180 were
utilized in maintaining sales emporiums, and Rs. 12,180 were spent on the calender-
ing and finishing plant installed by the society. Under the system by which mills
supply yarn to primary societies on the guarantee of the Provincial Society, 98
societies were guaranteed to the extent of Rs. 88,013 and 68 societies actually took
advantage of this facility. Cash credit loans for Rs. 32,193 were given to societies
for the purchase of the raw material required by their members and for payment of
wages. Advances on the security of the finished products sent to sales emporiums
were given to 26 societies, to the extent of Rs. 19,251, The Provincial Society has
been giving the credit required only by the smaller societies, that is, those requiring
less than Rs. 2,000 the bigger socicties being financed by local central banks. With
the limited funds available, the Provincial Society has been finding it difficult to
finance even these smaller societies. I have, therefore requested central banks to
Snance also those societies which require between Rs. 1,000 and Rs. 2,000,

For marketing the products of the societies, the Provincial Society maintained
eight sales emporiums and also subsidized eight other emporiums run by the societies
themselves. Efforts were made to find a sale for the articles through sale societies,
co-operative stores and other co-operative institutions, and during the year goods
worth Rs. 95,901 were sold through them. Attempts made to persuade merchants to
undertake, on a commission basis, to sell the products of the societies have not yet
proved successful, However, during the year, they purchased goods from 74 socie~
ties to the extent of Rs. 2,37,238. Another direction in which efforts are being made
to market the goods was by the appointment of hawkers who will go from house {0
house in the City and in other towns. Sample books have been prepared of the
various types of sarees, dhoties, shirting cloth, etc, produced by the societies, and
distributed to the marketing staff. The calendering and finishing plant which was
installed last year began work in October 1939. Societies did not, however, take full
advantage of the faciliiy provided, and the goods actually received at the plant were
quite inadequate to use its full-time. Attempts have been made to secure orders
in bulk from wholesale merchants in the City to calender the goods at the plant.

Since the establishment of the Madras Handloom Weavers' Provincial Co-opera=
tive Society in August 1933, there has been a very rapid increase in the business of
weavers' societies, The value of cloth sold by them which was Rs. 40,000 in
1934-35, increased to Rs. 0-76 lakh in 1935-36; 1-60 lakhs in 1936-37; 431 lakhs in
1937-38; 7-37 lakhs in 1938-39 and to 11-19 lakhs in 1939-40, Within five years,
the value of cloth sold has increased over twenty-fold,
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The Government of India Subvention Scheme which was due to expire on 31st
March 1940 has been extended by two years till 31st March 1942.

The South India Co-operative Insurance Society.—As required under the Indian
Insurance Act (IV of 1938) the accounts of the society were closed at the end
of the calendar year 1939. During the half-year ended 31-12-1933 the society re-
ceived 1,464 proposals for Rs. 13-11 lakhs, of which 1,438 proposals for Rs. 12-74
lakhs were accepted. Tlhe tolal number of policies issued up to the end of the
half-year was 11,805, for Rs. 100-40 lakhs; of these 8,207 policies for Rs. 70-55
lakhs were in force at the end of the half-year. The Life Assurance Fund at the
end of the half-year was Rs. 4:85 lakhs.

The Triplicane Urban Co-operative Society, Madras.—The Triplicane Urban Co-
operative Society had, as in the previous year, 29 branches in the City of Madras.
its membership rose irom 5,943 to 6,128 during the year, and the value of the goods
sold by it from Rs. 8:76 lakhs to Rs., 9-64 lakhs. The net profit earned also in-
creased from Rs. 19213 to Rs. 27127. The increase in iransactions by about
11 per ceni was satistactory.

The Madras Co-operative Milk Supply Union.—The Madras Co-operative Milk
Supply Union purchased during the year, from the 14 milk supply societies aftiliated
to it, 688,120 measures of milk worth Rs. 2-21 lakhs and sold to the public 630,656
measures for Rs. 2-67 lakbs. The unsold milk was converted into muk products
and sold for Rs. 0-16 lakh. Compared to last year, the guantity of milk sold increas-
ed by 32,749 measures and the guantity of surplus milk decreased by 11,649 measures.
There was, however, a slight fall in the profit earned by the society, from Rs. 13915
to Rs. 10,556. The milk required by seven State Hospitals in the City is now sup=-
plied by the Union. Milk is distributed to the public through 44 depots located in
important consuming centres. Recently, the Union has opened a Milk Bar in

Mount Road.

Non-Credit societics—The following statement gives a summary of the
tr-ansactions of some of the chief types of non-credit societies : —

SALE SOCIETIES

Value of
stock
Loans at the Value of
Number  issued beginning  stock Value of Net Net
Year of during and that released stock  profit loss
members the year received without sold
during  sale
the year
BRs. Rs. Rs. Rs. Rs. Rs.
IN LAKHS, IN LAKHS. IN LAKHS. IN LAKHS.
P 1987-38 18936 6212 10759 3276 2412 47267 9,875
1988-39 21,548 95-86 17905  52:13  45-87 43463 11482
1939-40 36,787 107-30 230-52 9727 56-82 66,956 19,596
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MILK SUPPLY SOCIETIES

Number Value of Value of *
Year of milk milk Net profit Net loss
members produced sold
Rs. Rs. Rs. Rs.
1937-38 1,199 1,89,382 1,90,950 464 1,580
1928-39 1,613 2,69,777 2,73,612 1,082 986
1939-40 3,082 3,79,620 389,779 2984 1,168
MILK-SUPPLY UNIONS
Number Value of Total value
Year of milk of sales Net profit Net loss
members  purchased effected
Rs. Rs. Rs. Rs.
1937-38 22 2,05,346 2,58,052 3,569 2,04
1938-39 53 2,88,198 344,838 3,396 1,093
1939-40 118 3,91, 346 4,73,348 5,800 1,890
STORES
Y]
5§
9 & = t
§°‘, '§ g o Value of
Year — _: v O §, goods sold Net profit Net loss
(=]
[ _g 5 =
25T
> §8
Rs. Rs. Rs. Rs.
(1N LAKHS). (IN LAKHS).
1937-38 2280 21-60 54,508 10,951
1938-39 25-03 23-77 68,003 12,062
1939~40 39-46 35-62 83,972 15,835
STUDENTS' STATIONERY STORES
Number of Members Value of 2
Year. iumb-er of books, etc., Net profit :
Students Teachers “issociates . 2
8 Rs. Rs. Rs.
195732 200 L4 8260 147 9809 89
1638-3 976 1588 10251 172934 13650 1,351
1939-40 3846 3566 17,589

2,45344

17110 2138
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WEAVERS' SOCIETIES

Value of
Vi‘;ﬁ of finished
Year materials ) 11);oducts Net profit Net loss
urchased sold 1o the
P public
—
Rs. Rs. Rs. Rs.
(IN LARHS) (IN LAKHS)
1937-38 . 200 431 13,361 . 12266
1938-39 . 3-22 7-37 16,319 27,348
1939-40 . 4-84 11-19 39,378 34,161
BUILDING SOCIETIES
Number of ¢ \;alue of
2 houses o houses o
“ . g mg% completed E%é - gg 'lé
Year g_g‘“é 2 28 E3° % g, 3
5 g a SR w8 - *3 g 3 ©9 % 2
s 233888 2%, 288 3 g%
2z BE A0 ° V‘g ® Q.'U § P g "g =]
g 5§84 3 5%
- Rs. Rs. Rs. Rs. Rs.
(i~ (v (ix (ax (N
LAKHS), LAKHS), LAKHS). LARHS). LARHS).

1937-38 ..4462 1797 1939 132 138 95-84 4:47 053  0-08

1038-39  ..4583 20-36 2071 244 169 78:18 358  0-55 008
1939-40  ..4647 2167 2199 194 104 80-16 246  0-83  0-08
et

Sugar-cane growers’ societies and unions.—The Sugar Excise Subsidy Scheme
for helping sugar-cane growers was in 1939-40 in operation in Vizagapatam, Kistna,
Fast Godavari, Bellary and Coimbatore. The Vuyyur Sugar-cane Growers'
Union in the Kistna district with a membership of 724 issued loans to members
for Rs. 2-42 lakhs and distributed to them fertilisers worth Rs. 1-06 lakhs, The
union acted as a feeder society to the Vuyyur Co-operative Agricultural, Indystrial
and Credit Society. This society worked its factory for 77 days in the year and
produced 4505 tons of sugar at a cost of Rs. 1034 lakhs. 1t sold sugar for Rs. 8:44
lakhs and had stock in hand valued at Rs. 10-26 lakhs. The net loss of the society
which stood at Rs. 2-95 lakhs at the end of the previous year was reduced to
Rs. 1-22 lakhs. The Hospet Sugar-cane Growers’ society in Bellary issued loans to
members to the extent of Rs. 19,056, and the members of the society sold to the
India Sugars and Refineries, Limited, sugar-cane worth Rs. 1:32 lakhs, The
Kirlampudi Sugar-cane Growers' Society in East Godavari granted loans totalling
Rs. 89,741 and helped the members to bring 1,700 acres of land under intensive
eultivation. The Coimbatore Sugar-cane Growers' Union issued loans amounting

to Rs. 21,852 and also marketed sugar-cane and jaggery worth Rs. 25139, A
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sugar factory on co-operative lines has recently been registered at Coimbatore. The
Mangalore Sugar-cane Growers' Society sold jaggery worth Rs. 11,109,

Consolidation of holdings societies.—There were altogether 22 societies of this
type in 13 districts. A special staff of Inspectors recruited from the Revenue De-
partment was working in the districts of North Arcot, Trichinopoly, Nellore, West
Godavari, Anantapur and Ramnad. In North Arcot 234-01 acres consisting of 1,009
plots were consolidated. While the minimum holding before consolidation was 0-01
acre, it was 0-14 acres after consolidation. The number of persons who resorted to
consolidation was 112. Not much progress was made elsewhere, the total extent
of land consolidated in all the other districts being only about 142 acres.

Rectification work.—The work for the improvement and revival of co-operative
societies started in previous years was continued. A comprehensive programme of
reconstruction in respect of each central bank in the Province was drawn up by the
District Officers in consultation with the banks concerned, the following being the
most important features of the programme:—

(1) Intensive rectification work in societies involving an examination of loans

and the obtaining of additional security, wherever the loans were found to
be on inadequate security.

(2) recovery of overdues, reconstitution of panchayats, where necessary, and
revival of societies by admission of new members, grant of fresh loans etc.;

\
(3) grant of suitable corcessions to defaulters, where possible and neces"»’safy’
with a view to induce them to repay their dues; /

i
J

(4) disposal of land which had come into the possession of societies in the sourse

of execution proceeding taken against defaulters; and

(5) initiation and development of schemes like .conftrolled credit, forecast

loans, ete.

For effective and concentrated work, each district was divided into three areas
and each of these areas was placed in charge of an officer, one under the Deputy
Registrar, another under the Co-operative Sub-Registrar and the third under the
Executive Officer of the Central Bank. Wherever possible, the departmental
staff for administration work were also entrusted with a few societies each for
rectification work.

The progress made by the central banks in this scheme of intensive overhauling
is indicated below:—

(1) Number of Societies in which examination was conducted .. 587
Rs.

(In lakhs).

(2) Total amount of loans, including interest, involved in them .. 192-48

(3) Of the above sum, the amount which stands on adegquate security 153-48

(4) The amount which stands on inadequate security .. 39-28
(5) Of the sum in (4), the amount—

(a) for which additional securities were taken .. 28

(b) the amount collected o 2:30

(6) Balance ill-secured .. 3470

(7) Estimated bad debts in these societies . 22:61

(8) Of this, the amount that will affect the central banks . 633

(9) Amount of loans collected during rectification work A R

‘was 0-46 lakh. The Supervision Fun
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.Certain central banks undertook a re-examination of the loans in societies with
a view to collect fresh data, and this fact accounts for the decrease in the number
of societites tackled and the amount of loans examined, compared with the figures of
the previous year. In contrast to the practice adopted in previous years, the
figures shown in the above statement in respect of collections effected and additzional
securities taken represent only the progress made during the year. The loans col«
lected and the loans for which additional security was obtained amounted to 11-7
per cent of the total loans which stood on inadequate security. Considering the

up-hill nature of the task, the progress made cannot be sai
? e said to b :
more remains to be done. al e poor; but much

Inclusive of loans due from societies under liquidation, the total bad and
doubtful debis as estimated in the last audit amounted to Rs. 40-77 lakhs. The Bad
Debt Reserve of the bank amounted to Rs. 19-59 lakhs, while their sta'tutory Re-
serve fund amounted to Rs. 34-67 lakhs. Both the reserves put together greatl
exceeded the aggregate bad and doubtful debts. v

One important question that was considered in connection with the improve-
ment of‘the general financial condition of central banks and societies was the ques-
tion of ‘margin’ For some years, banks and societies have been following a policy
of reducing their lending rates. It seemed as though far too much emphasis had
been laid only on the desirability of affording the maximum relief to agriculturists
and that due consideration had not been paid to the stability and interests of the
financing institutions. In fact, in some cases, societies were found to be working
on quite inadequate margins. The need for improvement in this respect was re-
cognized by the Committee on Co-operation, and the Conference of Deputy Regis-
irars and Central Banks held during the year, and Government also obserz,;ed tghat
no steps should be taken to force down the rates to a level which would jeopardize
the interests of the financing institutions. I have accordingly advised centralpbank;
and societies that they should try, as a general rule, to maintain a margin of 2
per cent between their borrowing and lending rates. , .

I have also suggested that societies may re-introduce the provision in their by~
laws for the levy of a slightly higher rate of interest (say % pie per rupee Zr
mensem) on overdue instalments of principal. In my opinion, there shouFI)d bp
distinction between a member who is regular in his repayments and one who is zo:‘

’

d I believe that the ] i 3 .
?;fa ult. at the levy of a higher rate will be a preventive against wilful

Supervision—The primary societies were grouped for

. . Urpos o
under different agencies as shown helow:— purposes of supervision

Affiliated to local supervising unions

8,301
Affiliated to Central Banks 1,692
Under the Fisheries Department , 54
Under the Special Police Officer for Kallarg .. %1

The supervision of the large majority of the Societies continued to be jn the

};‘;tdsc:i tt:;el llc;cal superv?sing unions. There were 252 unions at the end of the year.
oount st th ankzi contmued.to .pOol and ?dminister the Supervision Fund. The

e credit of the District Supervision Fund at the beginning of the year
d collected from societies amounted to Rs. 1-42

Jekhs, and the Supervision Fund paid by the Central Banks in accordance with their

a3
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assisted by an able Executive Committee. Government wish to record their appre-
ciation of this excellent work. The working of the Primary Land Mortgage Socie-
ties was also satistactory on the whole.

Out of 168 societies broy,
were completed in 11
liguidation is a slow
eleven cases out of 1
pointed for these societies should see that the
longed but are brought to a close
ment should keep a close watch
to speed up disposal of cases,

There was some imp:
Department ang arbitrat

ght under liquidation till the end of 1939~

40, praceedings
cases leaving a balance of 157 at the end of the

year. Though
the disposal of only
ctory. The liquidators ap-
broceedings are not unduly pro-
as early as possible. The officers of the Depart-
over the progress of the proceedings with a view

rovement in the disposal of disputes by the officers of the

ors. Attempts should be made as far as possible to Qis-
disputes as the

ments in atfaining thig object.

made for the expeditious disposal of the pending cases and to

the speedy Tecovery
of the amounts due to the societies. The work of reconciliati
‘pendency of the execution of decre

on of the figures of

es between the Revenue and Co-operative

Departments should receive special attention and the figures got reconciled before

the end of the current year and not allowed to drag on indefinitely, Though there

is improven_lent in the recovery of court fees during the year, the balance to he

recovered is stil] heavy being Rs. 29,451. Vigorous attempts should be made to
reduce this balance,

It is hoped that more strenuous attempts will be

The following are the concluding remarks of the Registrar:—

As usual the Urban Co-operative Movement has fared better than the societieg
in the rural areas. In fact, excepting the Land Mortgage Societies, which have
again recorded an appreciable progress, there has not been i
the other rural credit societies.

sooner or later. There has not

from the Apex Bank
from rural co-operative societies, though it was expected thg
the Moneylenders’ Act would pav

&
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i jeties. The most important work that the
creflit. agencies like t};e. C::f 3‘,Zn;:olzzietgsrecwery of the old dues by tge ad;;;:
societies were engage 125 Attempts made to liquefy the frozen debts a;l ﬂ:evre-
e co'emwe prOCBS_S t'és have been successful i{o some extent an e re-
lise the indebied sog:;:k have improved considerably. Grant of a Iargehnum
C?Veriesl - tthefoArp:e:;)ayment of the consolidated dues and gnfotxl':aet:::: (;i tthi pE:I:
ol mments i ments in the same way as in
;\‘;Ilalt;?g):ygi?:tgs s::};e::ﬁ:]n the case of long term loan;hgera;?xtticiebﬂn:};eo?zgf

0 ’ teti i ideration.
I rutal’ sollt::xit;(les,c;fg:eli:\iioc:n::geto my mind the exp:ansion of the
MRV Agmcud the development of the marketing of agricultural p;o-
band Morigage SChem:ilankept in view and an accelerated programme of work ;s
S e St:ta soZiety for the sale of areca at Shimoga and another for tf e
been under'taken'B lur, a third for the sale of honey at Saklesp'ur gnfi axizth;rti:r
sai: g: f:i:::lot:nfts :t Dfuggihalli have been organisecti. fThil «,Sa:;;moff:dd ;ri ne thi
5. ) ie or
Soclety fos Sho;;’ f\i?v{:;idd:;?oiimt::-‘IVijs&orSeO(I:JisZrict is under gontfzmplat'ionhand
?enﬁ'e‘ o 'ﬂ?e pt?leriffr are ;roceeding. The working of these institutions will have
tzvgztlizttlg}?esd before fresh ground is attempted to be covered.



CO-OPERATIVE CONFERENCES AND MEETINGS

THE ELEVENTH LAND MORTGAGE BANKS’' CONFERENCE,
MADRAS, 4TH JANUARY, 1941

Extracts from the Opening Address of H. M. Hood, Esq., C.S.1,, C.LLE., I.C.S,,
Adviser to His Excellency the Governor of Madras :—

I welcome the opportunity to say more publicly some of the things which I
have mentioned individually to a few gentlemen connected with the Land Mort~
gage Banks.

Mr. T. A. Ramalingam Chettiar has referred to the posilion arising out of
the War. The Industrial development of Madras is not being neglected. During
the past year the investigation of mineral resources has been augmented and will
shortly be increased further by more Geologists. A report on the Gold in the
Wynaad was recently published and reports on other minerals will follow. I look
to the development of these natural resources to improve our general industrial
and economic position, particularly in those localities which are not very favour-
able to agriculture.

At the same time we are doing all we can to secure an increasing volume
of orders for military supplies and in this we rely on the enterprise of our in-
dustrial leaders to take the fullest advantage of the present opportunities, The
war has naturally resulted in cutting off many markets and some peace time
products have slumped. Some substitution of crops is indicated and modification
of production is necessary to meet new requirements.

I should like to refer to certain rumours and tales that received some currency
recently with regard to the Taluk Committees formed by Government for the
purpose of publishing what they considered fair retail prices in bazaars and of
steadying the retail markets. @ We have been anxious that there should be no
profiteering and that dealers should not exploit a local or temporary scare to push
up prices but throughout there has been neither effort nor intention on our
part to restrict the prices which the agricullurist may obtain for his produce.
There has been complaint in the towns that the cost of rice has risen, but taking

the Presidency as a whole it appears to me to be good that the agriculturist should
earn a little more by his labours.

Mr. Chettiar mentioned a request to Government to increase the sum placed
at the disposal of the Central Land Mortgage Bank to cover the issue of deben=
tures. I am afraid that the public purse is a shallow one compared with the
demands on it and we have not been able to comply fully with the Bank’s
request but the provision we have made will, I believe, be ample to tide the
Bank over the remaining months of the year without any embarrassment. And
with regard to an increase in the amount of debentures guaranteed by the Gov-
ernment you are aware that that figure at present stands at 250 lakhs. I think
you will all appreciate the fact that, placed as the present Government is on a
temporary pedestal, it is unlikely that it will enter into commitments which may
extend long after its own lifetime. But equally you may be assured that we will
not let you down.
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Your President has referred to the successful working of the Land Mortgage
Banks, and it gives me the most lively pleasure to know that in spite of the con-
gtant vagaries of what a humourous world calls our climate, repayments have
"been satisfactory and the financial position of our banks is sound. I am confident
that it will remain sound so long as the true function of these banks is apprecia-
ted—so long as the well being of the bank is without reserve the continued, first
and vital concern of the management.

In regard to the Land Mortgage Banks' lending rates I think, in view of
- what has been said, that I may usefully place a certain point of view before you.
When in 1923 I sat down at the Registrar’s table, it required a very short time
to realise that a number of serious practical problems had to be tackled at once.
The voluminous literature on the benefits which it was sought to reap had to
wait and it was best to leave the theorising and the insistence on moral benefits
to those who had a flair for it. In this view I was confirmed by some study of
the history of the movement. Co-operative Societies were devised to meet
the hard practical difficulties of many poor people. The first object was purely
economic. The moral effects of action and loyal participation in co-operative
; societies were discovered later and were never the original aim. I do not wish
for a moment to belittle those advantages or the uses which we may make of
co-operative societies for purposes other than material ones and these secondary
results provide further justification for the Government to foster the movement,
but what I wish to emphasise is that they flow naturally from the economic effects
which it must ‘be our first concern to produce. The results will follow if we
tackle the economic problem successfully on co-operative. lines. I have been
accused of being unsympathetic. I plead not guilty unless it is unsympathetic
to Insist that a society formed for business purposes with the help of other people’s
money shall be run on business lines on a basis which ensures permanence. We
shall not solve any economic problem, much less will any other advantages flow
from a co-operative society unless it is a successful one and, in fact, if we are
to produce any lasting effects at all we must look first and foremost to the society
jtself. Our first concern is to produce economic advantages. For that we must
-he quite sure beyond any doubt that a co-operative bank itself is in an unassail-
%\ble position.  Not just reasonably safe but so secure that it will continue to
command such confidence in the public that they will readily put their money in
it at low rates of interest. This is particularly true of Land Mortgage Banks.
It is good to be able to lend money to agriculturists for long terms at low rates
of interest and that is our object. But the question is not what rate can the
ryot conveniently pay? The quesion is at what rate can the Bank safely lend ?
At what rate can it safely lend and be sure of going on lending. Too many
people are urging that the immediate advantage of the ryot is the first considera-
tion but if those kindly philanthropists had their way the movement would soon
be in difficulties.

This is my answer to Mr. Chettiar’s remark that the increase in the rate of
interest may work some hardship to the ryot. I do not gainsay what he says. It
may be rather hard on the ryot but it will be harder if the bank has to borrow
at higher rates and it will be harder if the bank has to suspend loans through
inabil}ty to float more  debentures. For this reason it must work with an ample

“margin and build up its reserves for you will realise that in borrowing at 3%
per cent. and lending to primary banks at 5 per cent. and building up a sinking
fund which it can only reinvest at about 3 per cent. to provide a sufficient sum
te repay debentures on maturity, the margin is on the whole only about 12 per cent,
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It is entirely in the interests of the bank and therefore uftimately of the ryot
that we urged the bank to increase its rate of interest on loans. You may think
me unduly cautious. The bank has been running for 10 years and there has been
no difficulty at all. There have been bad years for the agriculturists but the re-
payments have come in and the position of the bank is sound. But loans are
for 20 years and I suggest that the second 10 years when many more of the origi~
nal borrowers have passed away may not be quite so easy as the first ten. This
appears to me to afford another reason for added caution and for increasing your
reserves.

There is another matter to which I should like to refer. It is this, The
banks are lending to ryots on a system of equated annual repayments. The
amount of annual repayment is less as the term is extended. At first this fall in the
amount is large but when one goes further the amount of reduction of the annual
payment becomes less. On the other hand the total amount repaid becomes more and
more. When one repays in 15 years the annual repayment is about 110 on a
1,000 loan. If the period is extended to 20 years the annual payment is nearly
100 but the total repaid is much greater when the period is extended from 15
to 20 years. Is it really of much advantage to the ryot to extend the period to
20 years, involving a greater total repayment in order to reduce the annual
payment by so small an amount? I should like you to ponder on this aspect
of your business and I will only remark that it is in the bank’s interest that
loans should not be longer than is quite necessary.

Extracts from the address of Sri T. A. Ramalingam Chettiar, M.L.C., Presi-
dent, Madras Co-operative Central Land Mortgage Bank, Ltd.

We have passed through a year of great. strain and apprehension. The Euro-
pean war has been extending and its effect is being felt increasingly in this coun-
try. The loss of the markets for our produce has affected seriously the agricul-
turists of our province. The immediate future is not very bright so far as the
economic position of the ryots is concerned. The war boom that was expected
has not been realised. On the other hand, the prices of most of the commercial
crops have gone down. The fact that in spite of these disturbing elements and
the political turmoil, India has been able to maintain a fairly stable financial
equilibrium is a great tribute to the economic position of the country. Unless
adequate steps are taken to find markets for our produce or utilise them in our
own country by developing the industries, our position will become difficult.
While we have to press on the Government and respansible non-official agencies
to take up the questions of industrial organisation and export seriously in hand,
our ultimate security and development will depend on the speedy termination of
the war and the success of the Allies.

The work of the Land Mortgage Banks was hampered by fear of financial in-
stability at the beginning of the war. The Government who insisted on our
adopting the method of floating debentures in lump sum once or twice a year
and offered to give advances during the interval, went back on the arrangement
and stopped the advances. They further insisted on our floating debentures to
pay off their dues. The result of this was that from the beginning of October
to the end of December 1939 all lending had to be stopped. This affected the
primary banks and the borrowers, who were expecting loans in the usual course
very seriously. Complaints poured in that the borrowers were being harasse(i
by creditors and that their properties were being brought to sale. The Govern-

4
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ment were pleased to modify their order by allowing us to draw up to Rs. 15
jakhs in January, February and March and Rs. 45 lakhs in the current ;vear
ending with 31st March 1941. They subsequently allowed us to draw Rs. 3 lakhs
more in March. They also allowed us to float debentures in driblets so that we
may have an open series of debentures for subscription always, so that those
who want to invest may at any time apply for debentures and get them allotted
This was the old method we followed. The Government have also made a con-'
ditton that our dues to them at the end of the year should not exceed what it
was at the beginning of the year. The Land Mortgage Banks are very much
jndebted to the Government for the orders passed and I am glad to cofwey to

Mr. Hood in person to-day our gratitude for this speedy and sub i
has given to the movement. Y stantial help he

I am very glad to inform you that there has been a very satisfactory respo
4o the issue of our debentures and we have been able to carry out not onlp ?;e
conditions imposed by the Government but also to pay off some of the ydu .
maturing later. T want to take this opportunity to thank the Inspector of Loc:i
Boards and Municipalities and the Registrar of Co-operative Societies wh
help in getting subscription for our debentures was very valuable. o

While the Government wanted to limit the maximum amount of our drawi
we were not also sure that we will be able to repay the amount we were allwmgd’
to draw in the course of the year. So, the limit of Rs. 45 lakhs was fixed £ O“:;
transactions of the current official year. We had to stop lending lar, e
than Rs. 5,000 to one individual, so that the money available may b %e" o 2
larger number of the poorer people. We now find that even so t};e Re e4r;t lto .
the Government agreed to allow us to draw, will be exhausted’ in ths. e
this month and for February and March, there will be no resourc: ccur'slebof
under the agreement for financing loans. We requested the Govemmesntaza1 a‘le
the maximum limit of our drawing and I am happy to say that we have -0 r'alscei
the order of the Government allowing us to draw Rs, 7 lak};s more du;iencgeui}e;e

current year. With this additional resource we will b
o ruary and March, e able to meet the needs

The guarantee given by the Government for
Central Land Mortgage Bank was raised from Rsﬁhezoge?:lx:ﬁ:rii f;?ated by the
in the year 1939. The limit of Rs. 250 lakhs will be reached vers‘ 250 lakhs
haves therefo::e, requested the Government to raise this limit by y soon. We
crores: In spite of the fact that there were no loans disbursed for ab another two
on account of the Government order referred to and the Last that t;)\ut 3 m.onths
1imit of loans was reduced to Rs. 5,000 and some of the banks nowl e maximum
not begun to do business, the loans sanctioned during the jast eary started had
over 35' 46 lakhs, A number of new banks have been starteg thea:nountedf to
of which are likely to increase. A few more banks are also lik’el t r{:nsactlons
in the course of this year and the next. In a full vear if all ti f; e started
efficiently apd the maximum limit of loans is raised to Rs. 10000 ea inks work
would require about seventy-five lakhs for lending. It ) 'n t,his bs' efore, we
asked the Government to raise the limit of their guarant N asls we have
so that we may not trouble them agaj arantee by another two crores,
d again for some time and we ma

of steady and stable advance during that period. Th Y also be sure
cular in insisting on the margin bet e borrout e Government were parti-

ween the borrowing rate and the lending rate

of interest of the banks being raised with a view to build up speedily a big

reserve so that the bank m i iti i
9 ay be in a position to dispense with the guarantee of
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the Government as soon as :
The Board of Ma acement b pOSSLPIe" Our arguments contra were se.
to work with gff :‘;1::;1::15:; :l as qt = last mecting agreed a5 a inaiter gff 1::‘)39;;;?3'
bresent rale of interest t “1pﬁ gent. as desired hy the Government. While the
out of debentures r'li;ed o the ultimaie Iborr‘owel‘ is 6 per cent, for moneys lent
will have o be 61 ‘per ) sr:ldizi;iwt;r of the guarantee to be exiended, tht; rate
debentures, ; g e present 312 per cent. interest pai r
larger in’cerestI f:: V:urmcfioimed the Government that in case we havlc):m:) °;‘a;ua
Government will pass oe‘lemu?es’ t}%e position may be reconsidered, I hope the
the debentures by twa :1 };‘oxvdﬂers in the matter and extend the guarantee for
the scanty rc—luri) rPceivif\ihfi - l‘eqtzes‘.c\d by the bank. While I am aware of
the fact that in sevéral é;lt com ‘agrxcuhure and the position of the .ryots, and
is as low as 6 per cent. [ (;qjxc areas the rate of interest for private transactions
agreeing to the Conditi.cm 1 :5“ no way beneficial to the Lorvowing ryols except
bay very much more b “Slzl.ed. upon b.y the Government, as we will have to
ernment guarantee andyl “::f Olf "ievest in the open market if there is sio Gov-
all the money We' require e: so very doubtful whether we will be able to raise
gu?rar"’tee. It became, therefoiz, fxic:lslsearen};anced e OF intorest without the
it is likely to work some hardship to the r;jotsobilr::?v:rtintghir:?s (‘:\l\t;ogrii:x,en tlt)wulsh
> ary banks.

In addition to the di i :
have also contributed t‘fiﬁg‘t;‘:’;ﬁ: ‘ fb ytht he war, the vagaries of the monsoon
the country and floods in some other par(:s ¢ el teoug ught In some parts of
I am happy to say that all the primary ban;‘:-‘at‘ed trouble.‘ In spite of everything,
dues and there are no arrears due 1y (he O :n'::alﬂf province have paid off their
some of the primary banks, there are large arrea agd Mortgage Bank, Bu in
many of these cases, the arrears were due to th ;‘5 bt i, he Tembers. In
alienated their properties without the permiseioen al)cft ::at e oviginal borrowers
t.rary to t‘heir agreement and the loans had, th;:refore toeb: a‘rllks concer‘ned con
ing fa serious question in many of the banks that thi,s practi: osefd' 'It i becom-
perties by subsequent mortgage or sale is increasing. The ssb:e ahert!am“g e
defeats the object for which Land Mortgage Banks are w0rkin§ue\rrxiz al;;natxon
dempti.on of the borrower. It also creates complications and troub&es "Thee i;:;
of thrift vanishes and there will be no use in computing the 1'epa3;i;\g capacit
of ch.rrowers when the alienee takes the liability of repayment. This is a sgriou}s’
ue . . y . '
gnds gli(lr; :z};f(}:p ;jlllla}gl_\e to be tackled. T request the conference to consider it

o t}‘l)zhgso\t’?:cnun}ber of banks has inc'reased, it cannot be said that all the areas
the areas irri etazle badequately or efficiently served. It may be claimed that all
according to tﬁa . thy canals, tanks or wells are served more or less efficiently
ties. The areae er;l Vstasm ar.xd wor].«r';?ut forth by the bank officials in the locali~
the presen, aws where irrigation facilities are wanting are not, and I fear, under
Banks. It is rangement, cannot be adequately served by the Land Mortgage
ditions: land mi) r’;‘31’101151)ques’uon to be considered how far and under what con-
lande. Tt has alsgagte bamks can lend money on the security of purely rainfed
the same way in :\11 °1 el.r.ecogmsed. that rainfed lands are not to be treated in
banks already started oca f1t1es. While most of the Presidency is covered by the
the province. 'Ihere’isa e;v more ban'ks will be necessary to completely cover
Sub-Registrars are not alfl t:ud ccmpI.a int from the banks that the Co-operative
aress thae e ; e to cope with the work allotted to them, as in several

ee or four banks allotted to each Co-operative Sub-Registrar are t00

_in pending and disposed of loan files relating to
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much. The number of Co-operative Sub-Registrars will have to be increased if

the loan applications are to receive prompt attention.

The number of banks working at the end of the year was 119 and the total
amount of loans actually disbursed before the end of the year was Rs. 42,81,940

as against Rs. 58,52,865 - disbursed during the previous year.

The following are soms of the resolutions passcd at the Conference:—

1. This Conference requests the Government to furnish encumbrance certi-
ficates to Land Mortgage Banks from the time of block survey as the present
praclice of giving encumbrance certificates for the past 24 years would not facili-
tate proper enquiry into the litle of the applicant for the loan applied for in

the primary land mortgage banks.

copies of records of the P.L.M. Bank and C.L.M. Bank

2. Authenticated
their own transactions be supplied

1o members on payment of 2 annas per hundred words.

3. The Government be requested to make early provision to secure the grant

of pattas by Zamindars.

4. Resolved again to request the C.L.M.B. to consider the jenmam lands
e subject only to the payment of water-tax to Cochin Government or
ared contract crcating a charge on the property for
the said tax as superior jenmam lands because of the assurance of crops on them
and therefore to take such lands as jenmam lands free of encumbrance for the
purpose of advancing loans, the only condition necessary being that the debtor
should produce the water-tax receipt every year as in the case of revenue and

Michavaram.

5. This Conf
be raised in the case of Tea,
cent. and 30 per cent. to 50 per cen
particularly in view of the steady ris
and potatoes in the Nilgiris and

that fruit gardens in the Nilgiris may be valued on the same basis as
in other districts in the plains. “ Referred to the Board.”

which ar
anybody else under a regist

erence resolves that the percentage of loanable amount may
Coffec and Potato lands from 35 per cent. 30 per
t. 45 per cent. and 40 per cent. respectively,
e in the prices of tea export quota, coffee

6. This Conference is of opinion that the new remittance facilities in India

" and Burma introduced by the Reserve Bank of India are highly detrimental to

the successful working of the primary banks in as much @ the {ree remi'tance

transfers through the Imperial Bank of India are discontinued and a levy of

exchange is resorted to. This conference therefore urges on Government of

Madras and the Reserve Bank of India to restore the former facilities having
regard to the infancy of the primary banks among other credit Societies.

Resolved that the C.L.M.B. be requested to bear the cost of remittance

to the bank while the bank bears the fees for remittance to the C.L.M.B,, until

the charges are abolished.

This Conference res
account with the District Co-operative Central Banks
to the primary banks by C.L.M.B. and by the primary
be made at the District Co-operative Central Banks an

olves that the C.L.M.B. be requested to open current
so that the remittances

banks to C.L.M.B. may
d thereby save both the

.
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primary banks-and the C.L.M.B., lot of remittance transfer fees, and save in-
convenience and delay also.

7. This conference resolves to fix the following dates for payment of the
instalments due to the C.L.M. Bank from the P.L.M. Banks.

1. 15th February
2. 15th May

3. 15th August

4, 15th November

It is left to the option of the borrower to
choose any one of the concerned due dates.

8. Resolved to request the Government to allow amendments to by-laws
providing lor selting apart a portion of the profits for a building fund.

9. This Conference is of the opinion that the existing practice of special
reserves to be merged in the working capital of the bank is unhealthy and there-
fore suggests to the Registrar to propose suitable amendments to the by-laws
so that all special reserves shall be invested in the same manner as the Reserve
fund either in the Central Land Mortgage Bank or in such other manner as the
Registrar suggesis from time to time.

10. Whenever the applicants are required to effect sub-divisions the revenue
authorities may be requested to nifcct sub-divisions at the Government's cost as
to avcid the unnccessary expenses to be incurred by the applicants and to avoid
the delay in the disposal of loan applications.

11. The Conference recommends to the Registrar of Co-operative Societies
to organise a Crop Loan and Sale Society at the headquarters of each Land Mort-
gage Bank as much difficulty is being felt by our borrowers to repay their instal-
ments and had to sell their produce off hand at a low price in view of emergency
without retaining the produce for sale at a high price.

THE MYSORE PROVINCIAL CO-OPERATIVE APEX BANK LTD.

Silver Jubilce Celebrations, 2nd March 1941.
MESSAGE OF HIS HIGHNESS THE MAHARAJA OF MYSORE

1 am directed by His Highness the Maharaja to send you a message of good
wishes on the completion of twenty-five years of working of the Mysore Provincial
Co-operative Apex Bank. In common with the rcst of the Co-operative Move-
ment in the State, the Bank has endured many vicissitudes during the past quarter
of a century and has still anxious questions to face, but His Highness sincerely
hopes that it has seen the worst of its troubles and has a career of uninterrupted
prosperity before it in the years to come.

C. TOD HUNTER
Private Secretary to His Highness.

Welcome speech of Lokasevasakta C. S. Kuppuswamiengar, President of the
Bank
“Some ten years after the introduction of the Co-operative Movement in the

s‘t:lter;:niz‘g gywtfe felt that there should be a Central Financing Agency formed
IS rimary Co-operative Societies and worked solely for their

i
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beneﬁ.t. It was also considered desirable that the audit and supervision of such
societies, and to a smaller extent co-gperative propaganda generally, should be
undertaken by such a central financing agency. To meet these needs ’the Mysore
Provincial Co-operative Bank was established in November 1915, ,

Strong doubts were expressed at first about the success of such an institution
But thanks to the sympathetic interest of Their late Highnesses, Maharaja Sr{
Krishnaraja Wadiyar Bahadur and Yuvaraja Sri Kantirava Narasimharaja Wadiyar
Bahadur and the Government of His Highness the Maharaja, and the enthusiastic
efforts of official and non-official workers in the cause of co-operation, the Bank
pos made steady progress. It is no exaggeration to say that the Bank owes its
existence chiefly to the efforts of Mr. M. A. Narayana Iyengar, B.A.. B.L (now
Swami Srivasananda of th: Sri Ramakrishna Math), who was the ,Re‘gis.t,rar of
Co-operative Societies in 1915.

Within two or three years of its formation, the work done by the Bank proved
hat it met a real need. At the close of the year 1915-16, it had a membership of
308 societies and 504 individuals, its paid-up capital was Rs. 53,932, its deposit
ns. 1,25500 and its loans Rs. 2 lakhs. In ten years, its membership had increased
to 527 societies, while its paid-up capital was Rs. 1-47 lakhs, deposits Rs. 4-87
1akhs, loans Rs. 5.72 lakhs and Reserve Fund Rs. 40,331.

As has been mentioned already, the main object for which the Bank came
jnto existence was to finance the Co-operative Societies in the State. It has so
far lent over Rs. 57.63 lakhs to its affiliated societies, most of which are Rural
Agricultural Societies. The loan policy of the Bank was, indeed, liberal when
economic conditions were good. The Management of the Bank has never hesitated
1o render assistance to the societies in every deserving case. But since the world-
wide economic depression, which set in after 1930-31, the Bank has been following
a policy of cautious restriction in the issue of loans to them. The rates of in-
terest on loans have steadily decreased and the advantages of lower rates of interest

revailing in the money market have been passed on to the borrowing societies.
in the earlier years, the rates of interest on loans ranged from 7'%2 to 9% per cent.
For some years past, the maximum rate charged has been 72 per cent. Loans
ranted for current agricultural operations are charged only at 5 per cent while

{he loans to House-building Societies are at 5% per cent.

“The Movement has indeed been passing through a critical period in Mysore
iy common with other parts of India; and it cannot be expected that progress could
well have been quicker than it has been.” This was the observation made by the
Mysore Committee on Co-operation, 1936, and it aptly applies to the position of
x.ec.;,veries of loans from indebted societies. Continued economic depression
guring the past decade adversely affected the repaying capacity of the borrowers
of sural societies. The agricultural population suffers most of all from the heavy
and prolonged slump in the prices of agricultural commodities and the phenomenal
decline in land values which was further aggravated by a series of bad harvests.
The consequent lowered capacity for repayment of debt materially contributed to
the growth of overdues. Throughout these years, the Bank has taken the right
and liberal attitude of foregoing penal interest chargeable on defaults, appreciably
yeducing the rate of ordinary interest, consistently with safety and granting exten-
cion of time in the case of societies which make honest efforts to keep to their
obligations, though this has meant a reduction in the Bank’s own receipts. The
pank has still kept open the offer to extend these concessions to all other societies
that pay up at least their arrears of interest. Some 186 societies have so far
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taken advantage of the concessions. The Management of the Bank have to admit
w'th regret that the progress in the direction of recoveries during the past decade
has not been as encouraging as it has been in other directions. But there is no
need for alarm. The Bank does not occupy an isolated position in this respect.
The position is the same or perhaps even worse in some of the British Indian
Provirees. Energetic, prompt and sustained measurcs are being tuken to speed
up reeoveries and the efforts of the last two ycars have not been in vain. The
improvement in the situation has been distinct and the results are visible. The
continuous increase of arrears during the .past many years has boen cffeclively
checked and the percentage of overdues reduced. In spite of the adverse cffects
ot the European war, the outlook for the future is fair and cncouraging as could
be judged from the results so far obtaining during this Jubilee Year. The Manage-
ment takes this opportunity of assuring the share-holders, investors and the general
public that no pains will be spared to improve and safeguard the stability of the
Bank, so that it might continue to render the best of service to the Movement.

With the advent of the Land Mortgage Scheme in Mysore, the Bank had to
resirict the grant of credit to socicties on long-term basis, with the exception of
loans granted to House-building Societies. Most of the loans granted by thc Bank
in recent years are for short perieds, for current agricultural operations and for
marketing of the produce grown by the members of the affiliated societies. There
is a large scope in the State for extending marketing facilities to the villages.
Crops, such as cardamom, areca, cotton, cocoanuts and copra, paddy and other
food grains can be marketed on a co-operative basis on a large scale, thercby
securing just and reasonable prices to the raiyats, whose profits are at present
going mostly to middlemen.

It would not he out of place here to mention the assistance which the Bank has
reccived from the Government from its inception. Such assistance has taken many
forms. A cash credit of Rs. 1 lakh was sanctioned as early as 1916. In the year
1926-27, the Bank was recognised as the sole agency for utilising Government
grants for the development of Agricultura! Co-operation and House-building activi.
icg in the Siate. A sum of Rs. 15.000 at 4 per ceat. interest has been placed with
tive Bank for advancing to Agricultural Societies, armnials neesosary for the pur-
‘chase of seeds, manure, and implements as may be required by the members of
such societies and a sum of Rs. 1% lakhs at 42 per cent interest for financing
House-building Socicties ia the State.

As recommended by the Mysore Committee on Ce-operation, 1936, Government
have sanctioned a cash credit of Rs. 5 lakhs to the Bank. Government have also
made available from time to time the services of experienced officers of the Co-
onerative Department for thie inspection and supervision of the societics indebted
+n the Bank. The Secretary of the Bank has been a whole-time Government
Officer. A moicty of his salary and allowances and the pensionary conirvibution
are met by Government. The travelling expenses of the two Official Liquidators
of the indebted societies, whickr arc under liquidation, are paid by Governaient.
The financial and other support thus extended by the Government io the Bank
nave contributed not only to the development of the activities of the Bauk but
have helped also to raise its prestige in the public eye.

The relations of the Bank with the Co-operative Department have always been
cordial. Successive Registrars of Co-operative Socictics and other Officers of the
Department have been uniformly Rind and helpful to the Bank. I take this
opportunity of expressing our appreciation of the services of Mr. Abdul Hukh;
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Registrar, ond other Officers of the Co-operative Department for the interast they
have been cvincing in the working of the Bank and of its indebied societics.

The present position, from the point of view of Share Capital, Membership,
Deposits, Loans, Working Capilal and Fluid Resources is as follows:-—

Rs.
Share-Capital:
Authorised .. 7 lakhs
Subscribed L 3-81
Paid-up 2:49 n
Membership:
Societies .. 1,053
Individuals .. 189
Rs.
Deposils .. 23-31 lakhs
Reserve and other Funds .. 3-31 ”
Louns due by Socielies . .. 22-41 ”
Gross Profit, 30-6-1940 .. 63,670
Net Profit .. 34,312
Working Capital . 34-90 lakhs
Fluid Resources . 10-93

”

These are the achievements which the Bank has to its credit. The steady and
unselfish labours of a host of the public-spirited gentlemen associated with it
from the very beginning have rightly made the Institution the pivot of the Co-
operative Movement in the State. In the past, in spite of adverse circumsiances,
this position has been filled with honour and success. Let us trust and pray that
the future will be even more glorious,

Presidential speech of Rajamantrapravina K. V. Anantaraman, Member of
Council, Government of H. H. the Maharaja of Mysore.

Your arganization stands at the head of the co-operative movement in the
State. On its efficiency, resources and out-look depends the success of the
pumerous primary Societies of different kinds scattered all over the State., The
Bank has now completed twenty-five years of work. The first twenty-five years
in the life of an institution are generally years of difficulty and anxiety and th2
inherent sivength of the constitution is sorely tested. The report that has been
read to us by the President of the Bank shows that it has had its critical years.
Continued economic depression and a succession of poor harvests adversely

" affected the repaying capacity of the borrowers of rural Societies and the latter

in their turn became defaulters in the payment of their dues to the Apex Bank.
It is gratifying to note that as a result of concessions given to defaulting Socie-
ties, and of the energetic, prompt and sustained measures undertaken io speed
up recoveries, the continued increase of arrears has been checked and the per-
centage of overdues reduced. I am glad to hear that the management considers

* the outlook for the future fzir and encouraging.

.The results of the working of the Bank during the Jubilee years are certainly
satisfactory. The amount of loans recovered during the year was half a lakh
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more than in the previous year. There has been a striking increase both in gross
and net profits. The percentage of working expenses to gross profits has fallen by
11 per cent. With the increase in the prices of
I feel sure that the results in the coming years
heretofore.

agriculiural produce now apparent,
will be even more satisfactory than

It is gratifying to note that the Bank has latterly undertaken the grant of
loans for short periods for current agricultural operations and for the marketing of
the produce grown by the members of the affiliated Societies. There are various
crops which can be marketed on a co-operative basis on a large scale to the preat
advantage of growers. All interested in co-operation will be glad if greater acti~
vity could be developed in this direction.

You have referred with appreciation to the assistance and encouragement that
vou have received from Government and to the cordial relations that you have
maintained with the co-operative department. May I assure you that Govern-
ment have an abiding interest in the Bank and that in all the efforts that the
management makes to improve and expand the activities of the Bank, it can count
upon the sympathy and support of Government?

Looking back upon what you have been able to achieve during the last twenty-
five years, you have every reason to be proud. 1063 Societies out of a total of 1891
have become members of your Bank. Reserve and other funds, to the extent of
3.31 lakhs, have been built up. Deposits have been attracted to the extent of nearly
quarter of a crore of rupees. The working capital has increased to the extent
of 34.90 lakhs. All this reflects great credit on the numerous public spirited
gentlemen who have been associated with the working of the Bank. I wish the
Bank all success and prosperity. May its business grow and its service to the
primary societies increase! May it proudly fill for a very long time the responsible
position that it occupies in the life of the State as the pivot of the co-operative
movement in the State!

REHABILITATION OF THE CO-OPERATIVE MOVEMENT

BIHAR GOVERNMENT'S SCHEME

His Excellency the Governor and the Hon’ble Minister of Education, Develop-

ment and Employment, speaking on behalf of Government at the Co-operative

Federation Congress held at Patna on the 6th April 1938, declared the decision of
Government to rehabilitate the Co-operative Movement as early as possible. In

rriving at this decision Government had in view the importance of the Co-opera-
2 e Movement in the rural economy of the province and its potentiality to provide
ﬁl:’eap credit to the agriculturists on a large scale by utilising the surplus wealth of
:hose who are willing to invest.

With a view to enable Government to judge the position of the Central Co-
erative Banks, an intensive enquiry into the assets, liabilities and repaying capa-
ogcies of members of co-operative societies was started in April 1938. The enquiry
et s since been completed in 37 banks. Government also appointed a Co-operative
haehabilitation Committee, consisting of leading official and non-official co-operators
Rf the province, to advise Government on all matters connected with rehabilitat?on.
g)n the basis of the enquiries and in consultation with the Co-operative Rehabilita-
son Committee and the Hon’ble Mr. V. Ramadas Pantulu, a draft scheme of re-
;:abﬂitation was prepared in the department.

The scheme was examined by the Congress Party in the Bihar Legislature.
while endorsing the view that the co-operative movement should be rehabilitated
4 necessary financial assistance and support given to the Provincial Co-operative
annk and for that purpose Government should assume such control of the Pro-
B;;ci;l Co-operative Bank as is necessary, they recommended that a Board of
M erts should be appointed to assist Government in formulating the details of
fh}:pscheme, On due consideration of the results of the enquiries, the recommenda-
. ns of the Co-operative Rehabilitation Committee, the recommendations of the
ﬂongress Party in the Bihar Legislature and the report of the Board of Experts,
(c;zvemment are pleased to announce that they have decided to rehabilitate the
movement and to lay down the following general policy :

I. Extent of relief to members in respect of existing loans.—The rate of inte-
pest o0 the outstanding loans of members should be reduced to 7 per cent as
:gainst the existing rates ranging from 9 to 15 per cent. The extent of indebtedness
ghould be scaled down to what a member can be reasonably expected to pay in
easy annual instalments over a period not exceeding 20 years. In agreement with
e recommendations of the Co-operative Rehabilitation Committee, it has been
decided that only those members whose repaying capacity is such as to enable them
.to pay at least the principal amount of the loan together with future interest at
7 per cent, over a maximum period of 20 years, should be retained. For this pur-
pose the share capital of a retained member should be set off against his principal,
Jeaving a nominal share of Re. 1. Those, who do not satisfy these conditions, or
gre otherwise uncreditworthy, should be eliminated. Provision has heen made ir
the scheme for advancing small crop loans to retained members of reconstructed
‘gocieties with a view to enable them to carry on thejr agricultural operations during

. 25 ) .
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the period of repayment. Funds for future expansion on sound lines will also be
provided.

II. Scheme of Reconstruction.—From the gross loss disclosed by the recon-
structed balance sheet of a society, based on the data collected during the enquiry
on the above principle and accepted by the Reconstruction QOfficer, all available
owned resources of the society, other than the share capital as scaled down will be
set off for the purpose of calculating the net loss to the financing bank. The owned
resources other than the share capital of a central co-operative bank will also be
similarly set off against the gross loss of a central co-operative bank for determin-
ing the net loss. I may also be necessary that the share capital of a deficit society
should be deducted in calculating the net loss of the central bank after leaving the
minimum of one paid up share for such society. In drawing up the reconstructed
balance sheet, the assets and liabilities as they stood on the 1st of January, 1940,
will be taken as the basis. The result of the enquiry into the banks shows that in
most cases the gross liability, representing the total of share capital and borrowed
capital, exceeds the net assets. The recoverable assets of a central co-operative
bank may be broadly classified under two heads: (a) interest-bearing and (b) non-
interest-bearing.

The interest-bearing assets of a central co-operative bank are derived mainly
from the dues, estimated as recoverable, from retained members of reconstructed
societies while the non-interest-bearing assets are based mainly on the dues, esti-
mated as recoverable, from eliminated members, members of liquidated societies,
lands held by societies and central banks, ete. There are, however, other interést
bearing assets of central banks like loans to individuals, deposits in other banks,
Government securities, shares, etc. The other non-interest-bearing assets include
bank buildings in which the bank offices are accommodated, estimated value of
. stocks etc, As the estimated recoveries from eliminated members, members of liqui-

" dated societies, etc., amount in many cases to only a part of the principal dues; the
assets represented by such estimated recoveries have been held to be largely non-

interest-bearing during the period of recovery, which is not likely to exceed 5 years.
The recovery of these non-interest-bearing assets will go to reduce the dues of the
creditors.

TI. Ceniral Co-operative Banks—The first essential is that the reconstructed
balance-sheet should show the true state of affairs and that the net loss should be
wiped off. The central co-operative banks and unions may be divided into three
classes according to the incidence of loss:—

(A) Comparatively good banks in which the percentage of net deficit to gross
liabilities is below 25 per cent.

{B) Banks in which the percentage of net deficit to gross liabilities is between
25 and 50 per cent.

(C) Bad banks in which the percentage of net deficit to gross liabilities i over
50 per cent. .

The banks falling in groups (A) and (B) will ordinarily be reconstructed, those
in group (C) being liquidated, but no bank even though included in class (A) or
{B), will be reconstructed unless it is considered by Government otherwise sujtable
for reconstruction. If on due consideration of the position of a central bank, Gov-
ernment decide to reconstruct it, Government will give the following financial assist-
ance: —

r

Renasirration oF Co-OPERATIVE MOVEMENT—BIHAR 195

(1) Contribution towards Inss (a) Banks in Group (A).—Where the recon-
structed balance-sheet of a central bank discloses a loss equivalent to 25 per cent
of the gross liabilities or less, the dues of its creditors will at once be reduced pro-

. portionately by a sum equal to 25 per cent of the gross liabilities or the actual amount

of the disclosed loss whichever is less. The scaled down dues of the creditors will
then carry future interest at 3 per cent in respect of principal only, except the
portion that will be realised from non-interest bearing assets as explained in para-
graph II. These banks will be those falling within class (A) and in their case
Government will give no assistance towards meeting the disclosed loss.

(b) Banks in Group (B).— Where the reconstructed balance-sheet of a cen~
tral bank discloses a loss in excess of 25 per cent but not exceeding 50 per cent
of the gross liabilities, the proportionate loss of the Provincial Co-operative Bank
will be written off in full, and the dues of the creditors other than the Provincial
Co-operative Bank will be reduced by 25 per cent. Government will then agree
to make a grant to cover the balance of the loss of the central bank, subject to the
following conditions:

(i) An amount not exceeding 75 per cent of the grant to which a reconstructed
central bank may be entitled will be paid as soon as Government’s probable total
commitment in respect of this grant is ascertained from local enquiries.

(ii) Subject to the conditions in (iii) and (iv) below, the balance will be
paid after the non-interest-bearing assets have been collected and after Govern-
ment have ascertained their actual total commitment in respect of this grant in
all the reconstructed central banks.

(ili) The total grant to all rehabilitated central banks shall not exceed Rs. 12
lakhs, which excludes the share of the Provincial Co-operative Bank and is esti-
mated to be the balance of the loss calculated at 15 per cent of the total gross liabi-
lities of those reconstructed banks in which the percentage of the net loss to gross
liabilities ranges from 25 to 50.

(iv) If the total Government contribution, calculated according to the condi-
tions set forth above, is found to exceed Rs. 12 lakhs, payment to each central co-
operative bank will be proportionately reduced and the balance of the deficit, if
any, in the case of such central bank will be borne proportionately by all the
creditors of the bank concerned.

(v) The balance of the scaled down dues of creditors, except the portion
that will be realised from non-interest-bearing assets as explained in paragraph I,
will bear future interest at 3 per cent in respect of principal only.

(vi) Any sum received by a central bank on this account will be utilised for
payment to all the creditors, except the Provincial Co-opcrative Bank, on a pro rata
basis.

(2) Loans te central banks for part paymcnt of creditors’ dues.—Govern-
ment will advance to a reconstructed central bank, including a bank in class A,
a loan not exceeding 50 per cent of the amount estimated as recoverable from re-
tained members of reconstructed societies, subject to the following conditions: —

_ (i) (a) The loan will be paid through the Provincial Co-operative Bank and
will be repayable within a maximum period of 20 years.

(b) Government will charge an interest of 3% per cent to the Provincial Bank

on the above loan and the Provincial Co-operative Bank will in its turn advance it
to the reconsiructed central bank at a rate of interest not exceeding 4 per cent.
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(ii) In calculating the amount in respect of a reconstructed society, in which
{he amount due by the society to the Central bank is less than the estimated recovery
from retained members of the same society, the amount of loan, based on the
assets of such a society, shall be limited to 75 per cent of the amount which the
society owes to the central bank or 50 per cent of the estimated recovery from
retained members, whichever is less.

(iii) In the case of a central bank where the Provincial Co-operative Bank is
one of the creditors, the proportionate share of the Provincial Co-operative Bank
out of the loan will be deducted from the calculated amount for determining the
amount to be actually advanced to the central bank.

(iv) The amount received by a central bank in respect of this loan will be
utilised solely for the purpose of immediate repayment to all its creditors, other
than the Provincial Co-operative Bank on a pro rata basis,

(v) This loan will be fully secured on the.assets against which it is advanced
and shall constitute the first charge on these assets.

(3) Funds for crop loans for members of reconstructed societies and for new
societies—Government will take steps to provide, though the Provincial Co-opera-
tive Bank, Ltd., or otherwise, adequate funds at suitable interest to enable the
reconstructed central banks to finance crop loans to members of reconstructed socie-
ties and of new societies organised on sound lines.

(4) Management of reconstructed Central Banks.—Government and the Pro-
vincial Co-operative Bank will maintain stricter supervision over the administra-
tion of the central co-operative banks. In the case of a reconstructed central bank
where, in the opinion of Government, the management is not efficient and sound, a
Committee of Management for such period as may be found necessary may be
nominated by the Board of Directors of the Provincial Co-operative Bank with the
approval of the Registrar. The appointment of the Manager of a reconstructed cen-
tral bank will also be subject to the approval of the Provincial Co-operative Bank
and the Registrar.

(5) Annual subsidy.—Economy and efficiency in management will be secured
by amalgamation of reconstructed central banks as far as practicable. With the
elimination of an appreciable number of members and with reduction in the margin
between the lending and the borrowing rates, reconstructed central banks, even
after amalgamation, may not be able to meet the cost of management out of their
income for some years to come. An annual subsidy, equivalent to the difference
between the cost of management according to a prescribed scale and the available

annual recurring income will, therefore, be given to the reconstructed central
banks for a period of five years.

(6) Free Audit.—Government also recognised that it will not be possible for
the reconstructed primary societies and central banks to pay any audit fees for a
number of years. The cost of audit will be met by Government for a period of
five years and will have retrospective effect from the date of reconstruction, i.e.
the 1st January 1940, on the acceptance of the scheme by a central bank de(.:léx.‘eci
to be fit for reconstruction. With the exception of village welfare societies and
-depressed class societies of a charitable nature, societies which are outside the
scope of rehabilitation will not be exempted from audit charges.
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(1) Separate staff for collection of liquidated assets.—In view of the gigantic
volume of work connected with the disposal of lands, awards and liquidation, cases
and collection from eliminated members and members of liquidated societies, Gov-
ernment will appoint a separate staff for the collection of liquidated assets. The
cost of this staff will, in the first instance, be advanced by Government, but will
be recouped from collection.

(8) Good societies under bad banks.—Immediate steps will be taken to liqui-
date all banks which are not fit for reconstruction. Arrangements will, however,
pe made as far as possible for saving their solvent societies and even individual
members by attaching them to the neighbouring reconstructed central banks.

IV. Provincial Co-operative Bank, Limifed. —Government will bear the losses
of the Provincial Co-operative Bank in giving effect to the rehabilitation scheme
and will give such other financial assistance and support as may be necessary. In
view of the nature and extent of the financial responsibility involved, Government
will assume necessary control over the Provincial Co-operative Bank at least for a
number of years during the period of rehabilitation and appoint an experienced
panker, to be called the Banking Adviser, who will work as the Managing Direc~
tor and will be primarily responsible for advising Government on the banking side
of the business. Before assumption of control of the Provincial Co-operative Bank
by Government, a resolution will be passed by the Directors and shareholders of
the bank placing the management under the control of Government. Government
accept the recommendation of the Board of Experts that during the period of re-
habilitation the management of the Provincial Co-operative Bank should be in the
hands of a small interim Board of Directors consisting of a Chairman and six other
members. The Chairman and Directors, other than the Banking Adviser, will be
elected in accordance with the existing by-laws, after necessary amendment re-
garding the constitution of the Board, but their appointment will be subjéct to the
approval of Government. With a view to enable the Banking Adviser to discharge
his responsibilities, it will be open to him to refer matters, in which he raay dis-
agree with the majority of other directors to Government for orders, on the
assumption by Government of the control of the Provincial Co-operative Bank.

(a) Notices may be issued to all the depositors reducing the rates of interest
on deposits to rates considered suitable by Government, and the Provincial Co-
operative Bank will repay in full to those depositors who do not wish to retain their
deposits at the reduced rates;

(b) Government will guarantee to the Provincial Co-operative Bank a cash
credit of a sum considered sufficient to ensure ability to repay deposits;

(c) Government will also guarantee a revolving cash credit of an amount, -
considered suitable for financing crop loans to retained members of societies of
central banks and new business of such banks, as indicated in para I 3);

(d) the Provincial Co-operative Bank ‘will continue to accept deposits but
only at rates approved by Government and subject to such limits and rules as
Governnient may prescribe from time to time.

V. Fresh deposits in Central Banks.—The reonstructed central co-operative
banks may accept deposits but only with the previous permission of Government
and the Provincial Co-operative Bank and subject to such rates, limits and other
terma a8 may be prescribed by Government from time to time.
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VI. Completion of rehabilitation enquiries.-—As recommended by the Board
of Experts, Government have taken steps to provide an adequate staff for complet-

ing the rehabilitation enquiries as early as possible. .

VIL Rules and instructions for the guidance of banks and societies. —Detailed
rules and instructions for giving effect to the rehabilitation scheme will be issued
by the Registrar of Co-operative Societies for the guidance of co-operative banks
and societies.

VIII. Expenditure on the scheme.—The expenditure on the scheme is esti~
mated as below:—
(1) Contribution towards loss of central banks of class B. Rs. 12 lakhs.

(2) Loans to central banks for part payment of deposits, Rs. 14 lakhs.

(3) For crop loans, Rs. 10 lakhs.

(4) Subsidy towards cost of management of reconstructed central banks at
Rs. 1 lakh a year for five years Rs. 5 lakhs.

(5) Cost of free audit for five years, Rs. 5 lakhs.

(6) Special staff for liquidatien, Rs. 2 lakhs.

(7) Banking Adviser for five years Rs. 1 lakh. Total Rs. 49 lakhs.

In addition to the above, Government will bear the loss of the Provincial Co-
operative Bank which is estimated at Rs. 18 Lakhs. Separate provision will he
made for meeting this loss as it is disclosed in the course of rehabilitation of central
banks and unions.

et ——

RECONSTRUCTION OF THE CO-OPERATIVE MOVEMENT IN BENGAL

It is an undeniable fact that during the last twelve years, the co-operative
movement in this province, has been steadily going down. Whateve.!r other reasons
might be suggested it is beyond dispute that the agricultural credit movement on
which co-operation is based in this eountry, built up duing the last forty years, is in
a state of collapse. “Loans have become frozen, the confidence of the creditors in
the central banks has gone, the movement has been reduced to a humiliating posi-
tion and the co-operators are despaired of its future”—a gloomy summary, but no
nonest man can challenge its truth.

The main assets of the Provincial Bank consist of its investments in central
panks, the assets of the central bank consist of loans advanced to village societies
and the assets of the societies consist of the loans due by the members. When the

" members of the village society stop repaying their debts to the society it means an
inevitable dislocation in the normal business of the entire agriculture credit. And
that is, what has happened.

As long ago as 1939 the Hon. Minister of Co-operation gave an assurance on the
floor of the Bengal Legislative Assembly in the following strain—"The Government
fully intend to support the co-operative movement in the province and will not
allow it to fall into serious danger” and “the Government will also see that the

cultivators obtain short term seasonal loans as and when required’ As a result of -

this announcement, the Government advanced a loan of Rs. 13l Lakhs to the
Bengal Provincial Co-operative Bank in 1939-40 for supplying short term cxrop loan
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to cultivators. Rs. 60 lakhs was sanctioned in 1940-41 and a provision of anothe:
Rs. 60 lak?xs for this purpose has been assured for 1941-42, Moreover “for thr
reconstruction of the movement and the rehabilitation of the societies” a drastic Bil?
was r'nade. Reference has been made elsewhere to this legislative measure and it
effectiveness in easing the situation. We shell now see how far the sh -t on
loan has facilitated the movement. ' ® short ferm erop

IFn 1939-40 the Bengal Provincial Co-operative Bank advanced Rs. 20 lakhs, in
cluding the Government loan of Rs. 13-5 lakhs as short term crop loan to se,e i
cen.tra}l banks. This amount was invested in 10 thousand societies of which 2;(?0
societies were newly organised for this purpose. About 2 lakhs member i d
the loan, with an average of Rs. 10'5 per member. The entire loan wa : r'edcelivek
within the stipulated time. In the year 1940-41 the Bengal Provincial SBpa;c d: N
only Rs.. 45 lakhs out of the sanctioned Rs. 60 lakhs. Apparently the Ia’? i e“{
Bank did not venture to invest more in the present state of the central ba?xrtmmllt
may l.ae a.ssumed that this hesitation on the part of the Provincial Bank was ds. t
the risk involved in advancing more loans to the central banks with ther ccets
frozen. Furthermore the disbursement of the loan was not as prompt as iasst;ts
prew{mu.s year, due probably to the fact that the loan of Rs. 10-5 perpmembn { ;
cultivation purposes was not adequate to the actual requirements of the culti ert .
It has been found that the margin between the borrowing and the lendin i otr o
of the Provincial Bank, the Central Banks and the societies is so low that ?t 1;13 e
not cover the cost of management and the obligatory charges these institutions hoes
to meet. A.gain while the crop loan is realised old loans remain unpaid and athve
Movement is left exactly where it was. From the above facts, it doe’; not :
that the policy of providing crop loan for “saving the Mov;ment f : aprfear
danger” justified the optimism of the sponsors. rom senios

The. solution of the problem, it has became brutally clear, calls for a thorough
change in tl}e outlook, and a clearly defined programme for t};e resuscitation of ti
primary socxeties-. During the last twelve years when the condition of the Movee
ment was becoming more and more precarious no serious attempt was made in th'-
direction. The former Registrar drew up a scheme of rehabilitation of the societi .
but it is still in the archives of the Secretariat. No action has been take on
jt nor have the Government taken any initiative in this matter. Me.'mwh'ln t;n
non-official co-operators had been urging on the Government the im ortan1 ) f .
definite decision on the reconstruction of the Movement. Several confere s wore
held and many deputations waited on the Government without setting th;1 c(is o
ment wheels in motion, while the Movement was on its way to a rapid decline 0‘;::1

‘of the static Government, the restive non-official co-operators were obliged to

move for themselves. Their activity found expression in the meeting held i
Calcutta on the 22nd and 23rd March last, under the presidentship of Mr. W é“
Wordsworth, Chairman of the Bengal Provincial Co-operative Bank. . W. C.

Sometime ago a commitiee was appointed by the Bengal Provincial Co-operati
Bank to.suggest measures for surmounting the difficulties that were con?r t'Ve
tl_te Provincial Bank and the Movement. Co-operators from all parts of thon o
vince assembled in the meeting and deliberated over-the Report of the co;,,&z;

and chalked out a line of action, to b
, e undertak : .
The programme is as follows:— ertaken by them for facing the crisis.

contrTcl);;nBe:lhg:lﬁPrOVinCial Bank is to be the Federal Authority for guiding and
> g nance and the working of the affiliated central banks and societies.
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Rehabilitation of the societies will be taken up on the following lines:

(a) Old debts of the financing banks and societies are to be scaled down, For
this purpose the paid up share capital, the reserve fund indicated in the balance
sheet, and the interest remaining unpaid on 1st July 1938 will be deducted from the
total debts due from the members to the primary society. Thereafter the share
capital and reserve fund of the society invested in the central banks and also the
the interest remaining unpaid on 1st July, 1938, will be deducted from the total
debts due to the central banks by the society. Finally the interest remaining un-
paid to the Provincial Bank by the central banks on 1st July 1938, will be deduced
from the total debts of the central banks to the Provincial Bank.

(b) Old debts of the individual members of primary societies are to be adjust-
ed. The repaying capacity of the individual members of the society will be sum-
marily assessed. The adjusted debt is to be recovered within a period not exceed-

. ing 15 years. The rate of interest on the adjusted debt shall not exceed 8 per
‘cent.

(¢) Collection is to be made primarily in kind, the produce is to the accepted
at the market price on the .day of collection and the produce is to be sold in the
local market immediately after collection,

Collection thus made will be disbursed among creditors on an equitable basis.
The Central Banks after adjusting their debts with the affiliated societies will liquify
all readily realisable assets to pay their creditors. Mutual arrangement will be made
with the creditors for repayment of only the realisable portion of the assets from
the affiliated societies as adjusted by instalments. No interest on the adjusted dues
will be paid to outside depositors. We propose to deal with the problem of re-
payment to depositors in our future issues.

For the Reconstruction of the Movement the following procedure is to be
adopted : — .

The supply of the entire rural credit of the provinée for seasonal agricultural
operations will be the ultimate object of agricultural co-operation. With this
end in view, a net work of societies for supplying crop loan to cultivators will be
organised. Members of the existing old societies who will regularly pay instalments
of the old adjusted debts will also get the benefit of such loan. It has been found

that the income derived from the small investments in the form of short term crop -

loan for cultivation of major crops only, falls short of the expenditure involved to
run the process. In the .opinion of the committee if a central bank invest Rs. 3
lakhs in short term crop loan it can work with a balanced budget. But the pre-
sent circumstances do not offer such prospects. So central banks operating on small
areas shall have to be amalgamated and short term loans shall have to be advanced
for raising all kind of crops throughout the year, rather than for raising the major
crops in one season only, as is being done now. '

The central banks may increase their income by undertaking business with non-

members by advancing loan against gold, silver and negotiable securities. They
may also undertake general banking business such as discounting bills, cheques,
collection of insurance premium and by the issuing of Hundis.

Expansion of business of the Bengal Provincial Co-operative Bank will be in

the following direction:

Besides financing the Central banks with short term loans the Provincial Bank
will augment its income along the lines indicated for the central banks. Marketing
and Multipurpose societies will be organised and-financed by the Provincial Bask
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No doubt a very large amount of capital will be necesary to undertake such
enterprise. When the major portion of the capital of the Provincial Bank is locked
in the central banks and there is very little chance of its full recovery in the im-
mediate future, the Provincial Bank will have to depend to a large extent on the
Government, for some time, for carrying on its short-term loan business. For finan-
cing other items of business attempts must be made to pool the surplus money still
available within the movement. It is estimated that even now about a crore of
Fupees is lying idle in the co-operative societies particularly with the urban banks.
pepOSits from the investing public have to be attracted by intensive propaganda.
Loans may also be secured from Joint Stock Banks on the guarantee of the Pro-
vincial Bank and against the security of stock of the marketing societies.
It is gratifying that just after the conference the Hon. Minister of Co-operation
met the directors of the Qengal Provincial Co-operative Bank and dis-
gssed the present situation with them. We are still in the dark

cbout the tangible result of this discussion, but it must be noted
fbat the continuance of the deadlock in the Movement is not only

ausing deep concern in the country but a sense of frustration among the non-
oﬂﬁcial co-operators, ‘The present undesirable situation should not be allowed to
stay- To make the reconstruction effective, something more assuring than assurances
must come from the Government and the drastic Co-operative Act, in our opinion,
s not at all a measure, calculated to produce the desired result. The rehabilitation
of the societies and the reconstruction of the Movement being the ultimate end in
view. it would be wise to call in the aid of the best talents and of non-official
endeavour. A definite scheme has been chalked out by the co-operators them-
elves, and it is up to the Government to examine the scheme critically and adopt
;rom it whatever suggestions help the Movement.
~—The Bengal Co-operative Journal, Jan.—March, 1941,

CO-OPERATIVE MOVEMENT IN ORISSA

The following is the summary of a Press Communique regarding financing of
. ary societies in Orissa, which were financed by the Bihar and Orissa Provin-
p.r Co-operative Bank, 1td., until the assets and liabilities of that Bank were
flli vided between Bihar and Orissa, on the formation of the Orissa Province.
in their communique issued in June last year regarding the rehabilitation of
he Co-operative Credit Movement, the Orissa Government declared their intention
" establish a Provincial Co-operative Bank to be financed by the Government
either directly or by guaranteeing loans from an outside source. The Government

fave 1OV examined the possibilities of establishing a bank and have come to the

c onclusion that the present circumstances are not suitable for its inception. They

realises however, the importance of putting fresh finance into the co-operative socie-
ties SO that the needs can be adequately met. They have accordingly decided to
; mplement the decision for the rehabilitation of the movement by financing the pri-
societies and central banks directly and to postpone the starting of a Pro-

incial Bank until more favourable conditions prevail. The primary societies in the

" areds ser\:'ed by solvent central banks will continue to be financed through those
panks while those situated in other areas will be financed direct by the Government,
gor this agurpose a provision of Rs. 1,50,000 has been made in the budget estimate
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of 1941-42 and the financing will commence as soon as suitable rules, which are
now under examination, have been framed.

The Government have also decided that the rates of interest payable to the
members should be raised to 8 per cent on loans not overdue and 1 per cent more
on overdue loans. These rates will be applicable to all loans outstanding on July 1,
1941, or to be issued after that date,

—The Hindu, 14—6—1941.

THE RESERVE BANK OF INDIA

EXTENSION OF REMITTANCE FACILITIES TO PROVINCIAL CO-OPERATIVE
BANKS

Under the new scheme of remittance facilities in India and Burma introduced
by the Reserve Bank of India from the st of October 1940 with the concurrence of
the Central and the Provincial Governments, the following rates have been pres-
cribed for co-operative banks and societies (including the provincial co-operative
banks) for telegraphic transfers, drafts and mail transfers between places where the
Reserve Bank has an office, branch or an agency :—

. (a) Upto Rs. 5,000 1/16% (minimum Rs. 0-4-0 for drafts and mail transfers

and Re. 1 for telegraphic transfers).
(b) Over Rs. 5000 1/32% (minimum Rs. 3-2-0).

Actual telegram charges are charged in addition.

For the purpose of remittance facilities, all treasuries and sub-treasuries in
India with currency chest facilities, at places where the Reserve Bank is not repre-
sented, are regarded as the Treasury Agencies of the Reserve Bank for the issue and
payment of telegraphic transfers and drafts.

2. It is proposed to extend the remittance facilities at present available to the
co-operative movement and to that end it has been decided to extend to the pro-
vincial co-operative banks certain additional remittance facilities which will place
them more or less on the same footing as the scheduled banks for the purpose of
remittances. These facilities, however, will be extended only to such provincial
co-operative banks as agree to the conditions laid down by the Reserve Bank in this
behalf. The details of the facilities which it is proposed to extend and the condi-
tions on which they will be extended have been set out later in this memorandum.

3. In ?rd'er to clarify the scope of the concessions which we propose to extend
to the provx.nmal co-operative banks, it seems desirable, in the first instance; to set
out the facilities which have been given to the scheduled banks under the new

:c;gisme. Appendix IT of the scheme provides the following facilities to the scheduled

A scheduled bank is entitled to remit money by mail or telegraphic transfers be-
tween 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 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 ;

pal
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(b) Once a week an amount of Rs. 5,000 or a multiple thereof to the princi-
account which it maintains with the Reserve Bank, from any place at which it
an office, branch; sub-office; or pay office and at which there is an agency of
the Reserve Bank, free of charge. The term “Principal account” means the ac-
counts maintained with the Reserve Bank by the principal office of a scheduled
pank a5 defined under the Scheduled Banks Regulations:

(c) Other remittances to its principal account subject to a charge of 1/64 per
cept- and also subject to a minimum charge of Re. 1;

(d) Other remittances between accounts maintained at the Reserve Bank or
its agencies :
" Upto Rs. 5,000 1/16% (minimum Re. 1).
Rs. 5,000 and over 1/32% (minimum Rs. 3-2-0).

(e) Telegraphic transfers and drafts:
In favour of third parties:
Upto Rs. 5,000 1/16% (minimum Re. 1).

Over Rs. 5,000 1/32% (minimum Rs. 3-2-0)
(Actual telegram charges to be charged in addition)

1t will be seen that facilities mentioned in sub—parals (d) and (e) above are
ady available to the provincial co-operative banks so that the special facilities
ed by the scheduled banks are only those stated in sub-paras (a), (b) and.
" These special facilities, however, are available to the scheduled banks only
for remittances between accounts maintained by the scheduled banks with the
branches of the Reserve Bank or the Imperial Bank. This is due to the fact that
e treasuries, though they are the agencies of the Reserve Bank for purposes of
ittances, do not open accounts for banks and the above facilities are not there-
fore available at the treasuries. It should be further noted that before the above
fgcilitiés can be utilised, the scheduled bank concerned should not only have ac-
counts with the Reserve Bank or the Imperial Bank at both the remitting and the
ing centres, but should also have its own offices or branches at such centres.

alre
enjoy
©

4. The actual facilities which we propose to extend to the Provincial Co~opera-
panks are as follows:

While these banks will not be entitled to free remittances between offices of

o Reserve Bank as mentioned in sub-para (a) of para 3 above, (since this con
ce ssion is not necessary for thgir bona fide co-operative business) they will be en~ -
titled to the concessions mentioned in sub-paragraphs (b) and (¢). This means
o1 ¢ in addition to the facilities already available, a provincial co-operative bank
will, from the date from which this scheme comes into force, be entitled to remit

oney by mail or telegraphic transfers between the accounts kept by its offices, or
pranches, at an office or branch of the Reserve Bank or the Imperial Bank ag
follows :

(1) once a week an amount of Rs. 5000 or a multiple thereof to the princi~
gccount which it maintains with the Reserve Bank from any place where it has
office or a branch and at which there is an office, branch or agency of the

Resesve Bank free of charge:

(ii). other remittances to the principal account will be charged at 1/64 per
gent. subject to minimum charge of Re. 1. -

(Actual telegram charges to be charged in addition),

tive
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For the purpose of the above two concessions the Reserve Bank will treat the
co-operative central banks which are affiliated to the provincial co-operative bank
as branches of the latter. The principal account of a provincial co-operative bank
will be the account maintained by the head office of the bank at the local office or
branch of the Reserve Bank.

5. A provincial co-operative bank desiring to avail itself of the above facilities
will have to agree to the following conditions:

(i) It should undertake to maintain with the Reserve Bank a balance the
amount of which shall not, at the close of business on any day, be less than 2% per
cent of its demand liabilities and 1% of its time liabilities as shown by the return
referred to in (ii) below;

(#) It should send to the Reserve Bank at the close of business on each
Friday, or if Friday is a public holiday under the Negotiable Instruments Act, at the
close of business on the preceding working day, a return of its position in the form
prescribed in Section 42(2) of the Reserve Bank Act and signed by two of its
responsible officers; such return shall be sent not later than two working days
after the date to which it relates;

(iii) If at the close of business on any day before the day fixed for the
next return, the balance held at the Bank by any provincial co-operative bank
falls below the minimum indicated in (i), the provincial bank should pay to the
Reserve Bank in respect of such day penal interest at a rate of 3 per cent. above
the bank rate (with a minimum of Rs. 10) on the amount by which the balance
with the Reserve Bank falls short of the required minimum and if on the day fixed
for the next return such balance is still below the prescribed minimum as disclosed
by the return, the rate of penal interest shall be increased to a rate of 5 per cent.
above the bank rate in respect of that day and each subsequent day for which the
default continues. If any provincial bank however wilfully defaults in the main-
tenance of the minimum balances for periods exceeding two weeks or fails to send
the returns referred to in (ii) above the remittance facilities would be withdrawn
from the bank concerned.

(iv) The provincial co-operative bank and the central banks affiliated to it
should prepare their balance sheets in the form suggested by the Reserve Bank and
append thereto the certificate of the auditors and also supply half-yearly state-
ments of their operations in the form prescribed.

‘ (v) If any of the Provincial co-operative banks or affiliated central banks
enjoying the above facilities works on lines not approved by the Reserve Bank,
the above facilities would be withdrawn from it in consultation with the Registrar,

(vi) It is presumed that the above facilities will be used only for bonafide
co-operative purpose, While no declaration will be required from the co-operative
banks in the case of each remittance that it is intended strictly for co-operative pur-
poses the above facility is likely to be withdrawn from any bank utilizing it for
purposes other than co-operative.

6. It is proposed to bring the above scheme into effect from the 1st May 1941.
This arrangement will be in force for a period of 3 years in the first instance after
which it will be reviewed in the light of the experience gained. This scheme ap-
plies only to such provincial co-operative banks as have their head offices in places
where there are offices or branches of the Reserve Bank.
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REPRESENTATION OF THE BOMBAY PROVINCIAL CO-OPERATIVE BANK
TO THE RESERVE BANK OF INDIA, ON THE REVISED SCHEME OF
REMITTANCE FACILITIES

At the outset, I am directed to state that the Board are gratified to find from
the concluding portion of paragraph 4 of the scheme that for the purpose of the
t{wo concessions that are proposed to be extended to co-operative banks, the
Reserve Bank desires to treat the Central Co-operative Banks, which are affilia-
ted to the Provincial Co-operative Bank, as its branches. The Board appreciate
the recognition by the Reserve Bank of the fact that the financial structure of
the co-operative banks is so devised that the various constituenis such as the
Central and Apex Banks are closely interdependent.

Next, the Board wish to observe that, although in paragraph 2 of the note
it is stated that the Reserve Bank of India proposes “to extend to the provincial
co-operative banks certain additional remittance facilities which will place them
more or less on the same footing as the scheduled banks for the purpose of
remittances,” from the subsequent paragraph it is clear that some of the facili-
ties which are enjoyed by scheduled banks are not to be made available to pro-
vincial co-operative banks and that such limited facilities as are to be allowed
will be dependent upon certain conditions which do not apply to scheduled
panks.

The Board of Directors note that, in the first place, the {ree transfer of
funds upto an amount of Rs. 10,000 or the multiple between the accounts of a
pank at the offices and branches of the Reserve Bank, free of charge, will not
pe granted to co-operative banks on the ground that this facility is not required
for the purpose of their bona-fide co-operative business. If the concession is
allowed to scheduled banks for all business that they can do under their articles
of association, the Board do not see why it should be denied to co-operative
panks which may be undertaking business that is permissible according to the
Co-operative Societies Act, Rules and Bye-laws. If, however, inter~provincial
arrangements cannot be made because a provincial co-operative bank has no
office, branch, sub-office or pay-office at centres outside the province which it
gerves, the question assumes another aspect. The Board of Directors propose to
take up this question, however, separately at a later stage.

The Board note that the enjoyment of these special terms by scheduled banks
is unconditional.  In respect of co-operative banks, however, three conditions
are proposed to be introduced which in the opinion of the Board of Directors of
this Bank, do not appear justifiable:—

(a¢) Under condition No. (v), it is suggested that if any provincial bank
cr affiliated central bank enjoying the facility works on lines not approved
by the Reserve Bank, the above facility would be withdrawn from it in con-
sultation with the Registrar. So long as co-operative banks conduct their opera-
tions in accordance with their bye-laws and as permitted by the Act and Rules,
the Board do not understand why the Reserve Bank should further control the
manner in which they should conduct their operations. Naturally, if those
operations transgress the law and principles of co-operation, it will be open to the
Co-operative Departments and Provincial Governments to take suitable action
in the matter. The Board agree that in case action is taken by the Provincial
Government or by the Registrar to curb undesirable tendencies in the working
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of a co-operative ceniral bank, the authorities of the Reserve Bank may, in con-
sultation with the Registrar withdraw the special facility for remittance of funds
now proposed to be granted.

(b) Similarly, although it may be useful for co-operative banks to have
a uniform form for balance-sheets and audit certificates, the Board fail to see
why the Reserve Bank of India should use the medium of granting or with~
" drawing remittance facilities in order to compel co-operative banks to adopt a
particular form prescribed by it, as is proposed under condition No. (iv). I
am desired by the Board to inform you that they have already communicated to
the Reserve Bank of India their views on the standard form of balance-sheet
which was circulated with Circular Letter No. 945/60-40 of the 6th December
from the Agriculturial Credit Department. The form accompanying the Circular
was discussed by the Bombay Co-operative Banks’ Association and certain sug-
gestions have been offered which are contained in the Association’s letter
No. CBA. 2/570 of the 27th December, addressed to the Officer-In-Charge of the
Agricultural Credit Department. Further correspondence has ensued with the
the Registrar of Co-operative Societies on this subject. The Registrar has
agreed with the modifications in the balance-sheet suggested by the Banks’ As-
sociation and has desired that Association to issue a circular on the subject, In
viewsof this, the Board requests that the form of balance-sheet that may be
prescribed may be the same as the modified form approved of by the Registrar
of Co-operative Societies. Similarly, the form of audit certificate also may be
not different from the form that may be prescribed under the Bombay Co-opera-
tive Societies Act or the Rules thereunder.

(¢) The third condition which, in the opinion of the Board is unaccept-
alle relates to the restriction of the facility only to remittances for co-operative
purposes. It may be proper to expect that co-operative banks will not conduct
business which may compete with the business of scheduled banks in case these
banks seek to extend their operations with the assistance of special concessions
which are not enjoyed by scheduled banks. But when the concessions or facili-
ties that are allowed to provincial co-operative banks are to be merely those enjoyed
by scheduled banks, it seems, in the opinion of my Board, unreasonable for the
Reserve Bank of India to lay down that the enjoyment of the same facilities as
are allowed to any and every scheduled bank will be withdrawn from co-opera=-
tive banks should they use the facilities for what may not be deemed bona-fide
co-operative business. The term “bona-fide co-operative business” is not defined
and is liable to different interpretations. Apart from that, it is to be emphasised
that in all countries where co-operative banking has developed, co-operative
banks freely undertake all banking operations subject to their own constitutiong
and the law governing them. The Board, therefore, urge that co-operative banks
now that they are not to enjoy any special facilities in the .matter of remittances'
beyond what are enjoyed by scheduled banks, should be left free to conduct
ordinary banking operations subject to the Act, Rules and byelaws and should
be allowed to use the remittance facilities granted to scheduled banks on the
same ter@s on which scheduled banks enjoy these facilities. The Board wish
me w pomt.out that banking operations of the type or drawing, -accepting, en-
dorsing, buying and selling, and negotiating of inland bills of excl;an e and ’ the
negotiable instruments, have been permitted, and even encouragedanb ° thr
Government: of Bombay to be conducted by co-operative banks withg th’eir 3;“ emf
bers with the intention of promoting the dfevelopment of the banking habit in
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rural areas and in small centres of trade and industry. Similarly, Government
have also permitted and encouraged co-operative banks to grant advances against
agricultural produce or against agricultural requisites such as manure, fertili-
sers and implements. A rigid interpretation of the term “co-operative busi-
ness” may exclude such operations which can legitimately be undertaken by co-
operative central banks and branches of Provincial Bank in this province. The
Board of Directors, therefore, request that condition No. (vi) may be deleted,,
but if any undesirable tendency is noticed in any institution, suitable action
may be taken by the Registrar or the Provincial Government on their own
initiative or at the instance of the Reserve Bank of India, as mentioned in para-
graph 5(a) above. .

Tt may be argued that provincial co-operative banks are being called upon
under the scheme to maintain balances with the Reserve Bank of India on a
scale which is half that prescribed for scheduled banks. The Board would like
to point out that under the Reserve Bank of India Act, provincial co-operative
panks are specifically exempted from the requirements of maintaining any
palances at all with the Reserve Bank of India. They, therefore, feel that the
provincial banks ought not to be called upon to maintain the aforesaid balances
with the Reserve Bank of India in return for the remittance facilities which
are offered. The Board would also like to repeat that the remittance fagilities
offered to provincial co-operative banks are not on a par with those offered to
the scheduled banks. In view, however, of the broader aspects of the matter
and with a view to bring the co-operative movement in line with the banking
structure of the country, the Board of my Bank are prepared to arrange for
the maintenance of minimum balances with the Reserve Bank of India on the
scale prescribed in paragraph 5(i) of the note, if the modifications proposed by
my Board are accepted. I am desired by the Board, however, to make it clear
that the minimum balances to be maintained will be on the basis of the time
and demand liabilities of the Provincial Bank only and will have no reference
to the time and demand liabilities of the affiliated central banks. ‘The Bank has
also no objection to the acceptance of the other conditions, namely 5(ii) and
5(iii) regarding the furnishing of information and the enforcement of penalties
in the event of default.

I shall be glad to hear whether the modifications suggested by my Board are
acceptable to the Reserve Bank of India. On hearing from you that they are,
1 shall proceed to deposit the minimum balances required and te inform you of
the names of such central banks affiliated to the Provincial Bank as are willing
to join in this scheme of remittances facilities.

THE INDIAN RESERVE BANK AND THE CO-OPERATIVE CREDIT MOVEMENT

Withdrawal of the right of free transfer of funds.

A recent decision of the Indian Reserve Bank, effective from Ist October, .
1940, to withdraw the special remittance facilities from the Co-operative Banks
is not only of considerable material significance for the Movement, but it involves
alsc an important guestion of principle.

The Indian Provincial and Central Banks have enjoyed the right of free
yemittance of funds by mail or by telegraphic transfers since the inauguration
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of the Movement in 1904. Under these arrangements it was possible to effect
savings in costs of some importance to such credit units as the relatively small
Central Banks. It is estimated that the average annual amount transferred in
this way during 1937-40 was Rs. 12,576,295 for the Co-operative Central Banks
and Rs. 10,618,559 for the Provincial Banks. From 1st October, 1940, the Co-
operative Banks will have to pay 1/16 per cent for all remittances
up to Rs. 5,000 and 1/32 per cent for amounts aver Rs. 5,000, in addition to actual
telegram charges. Co-operative Banks are thus treated as private “indigeneous”

bankers.

The facilities of free transfer were originally granted to the Co-operative
Societies in recognition of their special social functions. When more than ten
years ago these facilities were, to some extent, restricted, this was not applied
to funds required for genuine co-operative purposes. The importance of free
transfer for the Co-operative Movement, and especially for its agricultural side,
was emphasised by the Indian Central Banking Enquiry Committee. The same
point was reiterated in the Statutory Report of the Reserve Bank, published in
1938, which laid stress upon the point that, with the reform of Indian provincial
finances, the whole costs of free transfer were borne by the Central Government,
and that some readaptation of this policy to new conditions was required. The
present restrictions apparently follow these suggestions.

The main reason which guided the authorities was that funds transmitted
under conditions of free transfer were used not only for financing inter-co-opera-
tive transactions, but also for ordinary banking business, This is admitted by the
" Co-operative Banks themselves but, at the same time they suggest that the authori-
ties have left out of account the sacrifices which the Co-operative Movement made
in order to conform to the conditions of the Reserve Bank by limiting considerably
the scope of their activities in both the rural and urban areas.

The refusal of the authorities to recognise the peculiar structure of co-opera-
tive enterprise aroused strong protests amongst the various sections of the Move-
ment. In this they find support in the recently published Report on Co-operation
of the Committee appointed by the Government of Madras which recommended
that:—

“In view of the general reduction in the lending rates of Co-operative Orga-
nisations and low margins on which they are working, the existing concessions
of free remittance of funds for bomna-fide co-operative transactions should be
continued by the Government, and non-co-operative transactions may be charged
at the same rates as those charged to scheduled Banks.”

The Movement demands now either the restoration of the old privileges or
the removal of the various restrictions of development of co-operative banking
vf'hfiill were originally imposed to prevent the misuse of the privilege of free transfer
of funds.

It seems to us, however, that the former alternative is of greater theoretical
and practical importance, and that the restoration of the right of free transfer
would prove of more assistance to the Credit Movement than the removal of
certain restrictions, the origin of which lies not only in the relationship bet-
ween the co-operative and joint-stock banks but, to a greater extent, in the
nature of operations in which Co-operative Banks are engaged, i.e., promotion
of agricultural credit. T

—Review of International Co-operation, Feb., 1941

EXTRACTS
THE BENGAL CO-OPERATIVE SOCIETIES BILL AND AFTER

Considerable public interest was roused during the passage of the Bengal

- Co-operative Societies Bill, 1938, through the Bengal legislatures. In certain

quarters., the Bengal Co-operative Alliance was accused of not properly voicing the
nonofficial opinion on the Bengal Co-operative Societies Bill. As a matter ofgf t
the Bengal Co-operative Alliance was not inactive during the deliberations a}cx ’
pill in the legislatures, It critically examined the provisions of the Bill an; Yer : 3.
opinim:x from all Central and Urban societies and placed them before the né:;et
Commxttee.. The Alliance again commented on the report of the Select Cornm‘t":c
and submxttec-l it to the Government. In view of the alertness di 1; e;
_the {ilhance, it seems uncharitable to Thold, that the ;ll)liasr’;e
remained ld‘le. ' The Bill has been passed after heated debate by th
Bengal Legislative Assembly in December last. A special offic . h .
gince been appointed to draft Rules under the Bill. We uncr; ta:;
that. jche framing of the Rules are nearing completion and will .soon be gazetteil f
eliciting public opinion. The Bengal Co-operative Alliance has, in the meanti .
jnvited suggestions from all Central and Urban societies so tha’t the Co-operaltx;:reé

societies may enjoy some measure of alleviation from the stri
e
have found place in the Bill. Stringent measures that

The chief argument put forward by the sponsors of the Bill is that the set-back
in the movement has been due to lack of adequate powers of the Departme ta
eﬁectively' deal with the maladministration of the societies. It was therefore a: t:;
that drastic legislative measures, vesting larger and more rigid powers of contriu:n

the Registrar was needed for the reconstruction of the mo ili
Xl vement and rehabilita-

Wh?le.som.e form of check is no doubt necessary for removing corruption fr
the societies, it is preposterous to assume that the rehabilitation of the soci (')m
can be effected by stringent legislative measures. The Burma Co- SOC!Et.les
gocieties Act which was enacted as early as 1927 could not save the n(:peratxve
grom collapse.. 'The Behar Co-operative Societies Act of 1935, inspite of ?Vement
stringent }t)rotvl:morlx;, has not effected the expected panacea ’for SIt)he evills:,ts ‘gry

expec e Ben Co-o0 i jeti i Py
z:nders? gal Pef‘atw‘e% Societies Bill 1938 to work incredible

Thfs.Bﬂl v.vﬂl make the Registrar the virtual Dictator of the Movement and -
a condition will on the one hand scare away the non-official element, whi }r: i such
packbone of the movement and on the other, as the Hon. Mr pan’tulu; '3 the
righfly remarked in the last July—September issue of the I:ndwn Co-o as,-‘;?ry
Review; n'!ake “administrative interference in the internal management of P
rative societies in Bengal,” “a matter of everyday occurence.” g co-ope-

Co-operation, as its very name implies, i

, plies, is not handed down to the

! ‘ X peopl
abo.Ve . ‘:Vt};fere t: lhas been so applied, it has proved a failure. Byt the “toz-?i::v.:ﬁ
policy i steel frame of the Bengal Co-operative Societies Bijl. While the De-

partment have been advocating for more powers to run the show, the non-officials

ave been urging on the relaxati isti i
h» b axation of the existing control, in order to do away
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with the official tutelage, for making the movement democratic. But the Bengal
Co-operative Societies Bill has turned the table in favour of the official cry. We
think, however, there is yet time to mend the situation. What has been undone by
the Bill can be done by the Rules. The Rules can be framed in such a way as to
make the obnoxious features of the Bill, less harmful and to pave the way to co-
ordinate nonofficial enterprise with the movement. Unless the movement deve-
lopes from within and the nonofficials ean readily participate in its working with con-
fidence, we are afraid, no amount of legislative measures will be able to revive the
co-operative movement and make it worth its while in this country.

—The Bengal Co-operative Journal, Jan.—March, 1941,

NEW INDIAN REPORT ON CO-OPERATION

The Committee on Co-operation, appointed by the Madras Government in
1938, has now submitted its Report giving a comprehensive survey of the deve-
lopment of the Co-operative Movement in the Presidency since the enquiry of
1928 by the so-called Townsend Committee, and the Maclagan Report of 1915.

The Committee worked in close co-operation with the Government, which
drew up a basic questionnaire and collected most of the fundamental data on
a large variety of problems, which, however, did not cover the Consumers’
Movement in urban areas nor the building societies in both rural and urban dis-
tricts. The Credit Societies seem to have monopolised the attention of the
Committee. The historical discourse which deals with the progress wof fthe
Movement since the enactments of the Co-operative Societies’ Act of 1904 con-
tains, however, some reference to the Consumers’ Movement in towns. On the
whole, the Report is concerned primarily with the rural aspects of co-operative
development in India, and seems to overlook the industrialisation of certain parts
of the couniry, stimulating the growth of Stores’ Societies, and its implications
for the Agricultural Movement by creating in the towns a co-operative market
for the output of the peasantry.

The rehabilitation of the Agricultural Credit Movement is the central point
of the Report. Its most interesting recommendation is that these Societies should
be reorganised on a limited liability basis, which is opposed to the view of the
Government of India that unlimited liability is the most suitable form for Rural
Credit Societies. Practice has, however, shown that the main advantages of
the principle of unlimited liability, such as mutual trust and mutual supervision,
have been outiweighed by the difficulties of mobilising the necessary working
capital and of creating credit units sufficiently large to cover ‘the costsof opera-
tion,

Two other recommendations in connection with the Credit Societies are of
interest ; firstly, the suggestion that supervising unions should be set up in new
districts only at the discretion of the Central Banks; and, secondly, that the
latter should have no individual shareholders. It is true that practice has not
shown the Supervising Unions to be capabfe of exercising effective control over
the finances and management of Primary Societies, but the principle was un-
doubtedly a sound one. This recommendation, combined with the elimination of
individual shareholding which often provided the most efficient and gifted
elements of the directorate, must increase the responsibility of the representatives
of the Primary Societies for the management of the affairs of the Central Banks.
From the point of view of co-operative principle, it is a welcome recommenda~
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tion, but, there seems to exist no unanimity amongst Indian co-operators as to
its practical value.

The Report deals also in a comprehensive manner with the causes of rural
indebtedness and measures of debt relief, with the position of land mortgage
panks in Madras, with the Marketing Societies, and with the urban banks. Some
of the recommendations of the Committee will require careful study, and most of them
will, for a considerable time, occupy the mind of Indian Co-operators.

—Review of International Co-operation, Feb., 1941,

CO-OPERATIVE NEWS AND NOTES

Mr. Vaino Tanner, President of the International Co-operative Alliance, cele-
prated his sixtieth birthday on the 12th March 1941. It was in 1927, at the t’welfth
International Co-operative Congress at Stockholm, that Mr. Tanner, who was then
Prime Minister of Finland, was elected President of the Alliance. We convey

our congratulations and good wishes to the worthy President.
* £ & 3 B3

......
LY

Th.e Government of Mysore have passed orders constituting a Committee
consisting of officials and non-officials to re-examine the question of resuscitating,
the bandloom industry in the States with special reference to the marketing of
goods produced by the weavers. The Registrar of Co-operative Societies in
Mysore will be the Chairman of the Committee and the Secretary of the Board
of Industries and Commerce will be the Secretary. The Committee may consider
the measures organised by the British Indian Provinces and advise the Govern-
ment about the organisation best suited to meet the needs of the industry

* ) * * * ’

The Government of Madras have recently passed orders allowing such Central
panks as obtain the general approval of the Registrar of Co-operative Societies
for the purpose, to barrow up to twelve times their owned capital (as against the
usual ten times) provided they utilise the additional borrowing power exclusively
to give loans to Loan and Sale Societies on the following conditions: (1) The
Registrar should be satisfied as to the financial position and management of Central
Banks and Loan and Sale Societies; (2) Produce should be properly stored and
jnsured and subject to inspection by Central Banks; (3) Loans should be secy ncl
on produce in the possession of societies hypothecated to Central Banks r.eh
joint custody ; anq (4) The approval of the Registrar for the enhanced bormw}t
power may be withdrawn at three months’ notice, if he finds that the cf e
stg'u?ces of the Bank or the purposes for which this enhanced power 'c“](;:m—
utilised do not' Justify its continuance. The Registrar shoyld see that t; e
hanced b?rrowmg power does not result in an undue expansion of the 1;:;: ;
other business, as the enabling provision is intended to make more funds ai 1s
able for loans to ‘I:oans and Eale Societies and not for other purposes, .

* * *®
. uuq:::'c &veﬁ:r;}:i?t.of Bengal have decided to launch a scheme for testing the
' p ities of hand-made paper as a small segle indust
gcheme Wwill take three years Sy, The
y y to complete—the first year to organise and
stand.a.r 1z€ commercial production and sale and settle down to normal w rking
conditions, second year to produce one fyll year’s normal trading results a::d the
third year to confirm the second year's results. The scheme is expected to cost

an ultimate expenditure of about Rs. 9,000 spread over three years
* * * x )
*
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