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EDITORIAL NOTES

WAR AND CO-OPERATIVE MOVEMENT IN NAZI LANDS
AND IN DEMOCRACIES

No one in India wishes success to Hitler, for our people not

" only know enough about the fate of the once free and prosperous coun-

tries of Europe, which now lie prostrate crushed under the iron heel of
the ruthless aggressor, but also have some idea of the German Fuehrer’s
political aims and social theories, as well as his plan of the post-war
wew World Order. The average citizen in India shudders at the thought
of his country ever passing into the sphere of that order. But, is the
average co-operator in India equally familiar with the plight of the
co-operatives in the Nazi countries or has he any conception of the fate
that is likely to overtake the co-operative movement in India under
German domination, if it ever comes 2 It is time we know that the
Germany, the country of Raiffeisen, from which India received the
inspiring message of co-operation as an instrument for the economic
organisation of its poor and indebted masses, has now an entirely con-
trary doctrine to preach to the world, namely that co-operation is the
enemy of the artisan, worker and treder. That docirine was thus
authoritatively propounded by Dr. Ley, the leader of the German Labour
Front : * Undoubtedly the co-operatives represented collective economy
which we, National Socialists, do not approve of. .. .Further more with-
out any valid justification they are able to compete unfairly with the
small artisan and trader who are, therefore, their sworn enemies. ...
To let them continue meant undeniable political danger, for their ten
million members are all enemies of National Socialism and elements
of the centre party (Catholics) and Marxists”!. In order to implement
this idea Hitler’s Minister for National Economy recently issued a decree
transferring all the properties and funds of the consurier’s co-opera~

1. Bulletin of the International Labour Office—Co-operative Information—
April, 1041,
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tive societies to the Labour Front and directing that the centres of dis-
tribution should be converted into model retail shops and turned over
to private ownership. As the distributing branches are to be eventu-
ally given to men who are fighting in the front, the completion eof the
process of the change over to private ownership will however take
place only after the war. The leader of the Labour Front, Dr. Ley,
claims with satisfaction that “ the movement thereby loses its co-opera-
tive character and its shops are open to everybody. The factories and
shops of the movement will be made into model concerns.. ... Whoever
wants to become a capable businessman will be given a shop by the
Bank of the German Labour Front. He will be financed by the bank and
thus be given a chance to become an independent man.” The Rochdale
Pioneers must be turning in their graves when they hear of this
outrage on the system founded by them about a century ago, on princi-
ples of social and economic justice, admired, approved and increasingly
applied all over the civilised world. Commenting on this new Nazi
doctrine the Review of International Co-operation says “The complete
perversion of the purposes of the consumers’ societies is revealed in
the statement that the stores and the factories which are to become

model shops and workshops will be a means of serving the trader and
the artisan.”2

Let us now turn for a while from this hideous spectacle of co-
operation in war-mad Germany to the attractive picture of co-operation
which the Democracies, that are involved in a life and death struggle
against the evil forces of the Nazism, which threaten to envelop the
world, are still able to present, even in these days when the economic
system of every country is in a state of violent convulsion. A study
of the war-time co-operative chronicle of the free countries, reveals
many remarkable features of Co-operation which prove its
adaptability to war economy—to its capacity to tackle problems
accentuated or brought about by the war. Co-operators of free
countries now frame their family budgets and regulate the policy of
their Movement with the new knowledge of the consumers’ needs, in
the light of State policy of controlling and reducing consumption to I;!‘O-
mote war efforts and meet the demands of armed forces. The policy of
the State in a free country is in its turn guided and regulated by a
knowledge of the essential items of war-time family budgets of the
consumer. These budgets, naturally, no longer aim at maintaining the
pre-war level of the standard of living. If all the people in a country

2. Review of International Co-operation, April, 1941, p. 184,
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insist on maintaining the old standards of life and want comforts and
luxuries, then they will have no margin from which to pay the price
tor Victory, which they all desire. 1f the poorer sectiohs only are obliged
1o cut down their standards of life and the middle and the richer classes
cling to their old standard and do not pay their quota of the cost of
the war, then the State will have to borrow irom the banks large sums
to meet the deficit. Prices then go up sharply, the standard of living of
the poorer and the working classes goes down still further, involving
loss of health and general morale. So now the people of free countries
have learnt that they must all, rich and the poor alike, cut out expendi-
ture on every item which is not a necessity and which they can aftford
to leave out. 'The war-time family budgets of consumers, however, do
aim and should aim at maintaining the family in good health and en-
suring ‘' the nutrition value of the diet even if this should involve a
relative or even an absolute increase in expenditure on food.”

'Lhe question of bringing the co-operative organizauon wlo cioser
touch win the labour organisation is not solved in britain, ior instance,
by banding over the funds and properties of the former to the latier,
but by tackiing the question ol bringing the Co-operative Union into
mnore intunate and permanent association with (National Council of
Labour. Again the rresident of the Board of 'L'rade announced in the
British Parnament in May last that he had decided 10 appoint a Com-
mittee ** to examine the present problems of retail trade having regard
both to the immediate needs of the conduct of the war and to the posi-
tion after the war.” The Committee includes, besides members with
experience in various branches of retail trade, representatives oi labour
and the co-operative movement. Mr. R. A, Palmer, General Secretary
of the Co-operative Union, represents the Co-operative movement.

The Movements in Britain and America have shown their wonderful
adaptability to the exigencies of war conditions. The consumers’ socie-
ties there have proved their. utility and potentiality for supplying the
essential domestic needs of their members and keep down the cost of
articles of food as far as possible. As regards the movement in the
U.S.A,, a Boston Multi-millionaire writes: “its logic is unassailable—
its technique has met every test to which it has been subjected. It now
asks only that it be applied to the most distressing and threatening prob-
lem of our time which, if not solved, must bring America to social and
economic chaos. That is the problem of poverty in the midst of plenty
—of failure to distribute according to our capacity to produce.”

3. Review of International Co-operation, April 1941, p. 116.
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The British and American co-operators, therefore, are entitled to
our respect and sympathy in their heroic and admirable efiorts
not only to keep the co-operative flag flying even in these trying days
but to turn the movement to the best use that can be made of it io
aid war ‘effort, in order to combat the forces of greed and aggran-
disement which seek to ensiave the peopie of the world. Here is the
declaration of faith of the British Co-operators: * Naxi planes may
destroy our buildings, our factories; they may kill our members and
employees, but they cannot break the spirit of co-operation where it
has the will to survive and the courage to resist aggression.’® . The
contrast in the wartime lessons of co-operation in the Democracies and
the countries under totalitarian dictators, should teach us, co-operators
in India, where our interests lie in this struggle between conflicting
ideologies and why we should wish for the success of the gallant fighters
who are staking their all to defeat aggression and establish peace, con-
tentment and happiness once more, by vouchsafing democracy and free-
dom to the World, which we hope includes India.

The British Co-operators, who plead themselves to bring about a
New Order based on peace and social and economic justice will, we
trust, unflinchingly advocate the claims of India for her rightful place
among the Nations of the World, as a Free Land. Then only can lndia
play her proper role in World Economy and the Indian Co-operative
Movement can have an honoured place in the International Co-opera-
tive Alliance.

LAND MORTGAGE BANKS AND THEIR PROBLEMS

We have been able to get together seven contributions for this
issue on land mortgage banks and their problems in different parts of
India. Madras has achieved, comparatively, the greatest success in this
new field and serves as a model for other Provinces and States. The
land mortgage banks in Madras have so far lent about Rs. 3 crores,
much of it at 6 per cent to ultimate borrowers. No other Province or
State has been able to lend more than a tenth of this sum’ though in
some of them, like Bombay, there is no lack of resources or of enter-
prise. We cannot understand why the Government of Bombay should
be so hesitant to permit the Central Land Mortgage Bank to float more
debentures and satisfy the genuine long-term credit needs of a much
larger number. Again, it should be as easy for that Government, as for
the Government of Madras, to help the Bank with temporary advances

4. Co-operative Review, (Manchester) May, 1941, p. 132.
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just when they are wanied for granting loans, without making we appli-
cants wail too long or keeping idle the sums raised by debentures.
The passing of the Agricultural Debtors’ Relief Act should, if anything,
bring more business to land mortgage banks, as these alone can clear
oif the scaled down debts to creditors on the lines of the sici and ofter
{acilities to borrowers to repay in instaiments. Debt conciliation and
land morigage credit should be compiimeniary to each other, rather
than competitive.

We are surprised to hear that in Cenirai Frovinces uieie is a
positive preference on the pari of borrowers to resort to Dewi Reuei
Courls as ithey grani easier insiaumenis oi payment, free o: interest to
borrowers. Sureiy this anamoly shouid disappear and Crediors shouid
be paid oii the scaled-down sums by the panis, witn whici alcne ine
borrowers should deal, This is necessary not only in tne interests
of fairness to crediiors and discipline io borrowers but for the sake of

_building up a sound co-ordinated system ot rurai credit.

in Bengal again, we hear the complaint that Debt Settlement Boards
stand in the way of progress of iand mortgage banks. Bengal is a big
province but shows a very poor record of long-term co-operative credit.
Only six lakhs of Rupees have been lent so far to about 1,300 persons
on the security of 10,600 acres ! And the rate of interest is 50 per cent
more than in Madras. We understand the abnormal difficuities in Bengal
as regards land tenure. We trust the Government wili before long
formulate a well-conceived policy and relieve the distressed cultivators
who should have compleie occupancy rights, in a measure worthy of
the Province.

Mysore began the experiment almost at the same time as Madras,
but has not progressed farther than Bombay. The debentures have been
sold easily at 3% per cent and loans granted at 6% per cent to the
ultimate borrowers. But the number relieved is small. Perhaps the
valuation of land has been unduly conservative or the resources of
applicants are so poor as to leave little margin after payment of instal-
ments. We commend the practice of granting loans on coffee and
cardamom lands but we do not see our way to appreciate the grant of
short-term loans by land mortgage banks for current cultivation ex-
penses. Surely it cannot be difficult to organise ordinary credit socie-
ties for the grant of loans to a wider number in the villages.

Madras may be legitimately proud of its pre-eminence in this new
field of co-operative credit, so far as India is concerned. But the record
of achievement is insignificant by the side of the progress made by
similar institutions in several foreign countries. As the recent Com-
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mittee on Co-operation confessed, it has but touched the {ringe of the
problem ot mortgage debt in the Province, which has been estimated at
about Rs. 100 crores. The problem of overdues has begun to raise its
ugly head in primary banks, but it is to some extent concealed by the
unexpected clearance of loans far in advance of due dates-—which gives
rise to the serious problem of investment of such collections, especially
as the Central Bank has now, very rightly in our view, assured deben-
ture-holders that debentures will not be redeemed in the first ten years
after their floatation. Apart from the purchase of debentures in the
open market, we believe, the Bank may lend out these collections for
shorter periods of ten to fifteen years, as undoubtedly there is a demand
for such loans. The question of intermediate credit, running from five
to fifteen years, has been fully discussed by the recent Committee on
Co-operation and decided in favour of the Central Land Mortgage Bank
granting such credit by the floatation of debentures for corresponding
periods of five to fifteen years. We doubt, as we said in our comments
on the U. P. Co-operative Conference whether debentures for such

short periods of five or ten years will be so successful. Other means of
raising such funds will have to be thought of.

Co-operators will all agree that while it is necessary ior the jand
mortgage banks to redeem the oppressive prior debts of solvent agri-
culturists, it is even more necessary to make sure that the loans wall
lead to greater productivity on land. The banks are still paying lip.
service to the idea of loans for land improvement and equipment. iylore
earnest efiorts must be made by the Government as well as the autho-
rities of the Bank to find out the scope for such improvement-loans
particularly for land settlement and colonisation and the introductior;
of more intensive forms of agriculture. For the only sound and last-
ing basis on which land mortgage banks can function in future will be
the raising of the productive capacity of land and the landholder,

THE UNITED PROVINCES CO-OPERATIVE CONFERENCE

The twenty-fourth session of the United Provinces Co-
Conference was held in Gorakhpur in April last under the
ship of Sri T. A. Ramalingam Chettiar,
Co-operative Lang Mortgage Bank. W
sidential address elsewhere,

operative
: President-
President of the Madras Central

e publish extracts from his Pre-

The President devoted considerabl -
€ space in h
problem of official control over the Co- . s address to the

relations that should subsist between
and non-official co-operators,

operative Movement and to the

the officials of the department
We understand the President of the Con-
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ference to argue in essence, that if the two agencies played their parts
properly, with a correct perspective of the Movement and with a com-
mon desire to promote it on right lines, there should be no occasion for
antagonism between the two and that such antagonism would arise‘only
when either the official or the non-official misconceived his functions
or failed to keep in view the scope of his powers, rights, duties and res-
ponsibilities in his own legitimate sphere of activity. = He suggested
the setting up of a Standing Advisory Committee consisting of officials
and non-officials in order to promote co-operation and understanding
between them. We presume that the functions of the Committee will
be to advise the Provincial Government, that is to say, the Minister
in charge of Co-operation. The utility of such a committee will depend
largely on the mode of selection of the non-officials who are to serve
on the Committee. We are of opinion that, instead of leaving their
nomination to the official agency itself, their election should be left to
the Provincial Legislature, ssmewhat on the lines of the Advisory Com-
mittees associated with various departments of the Central Government.

Referring to the experiment of formation of multi-purpose socie-
ties, on limited liability basis and converting some unlimited liability
societies into limited liability societies and organising new societies
on the same basis, the President struck a serious note of warning to
the U.P. Co-operators and explained to them at considerable length,
the advantages of retention of unlimited liability. There are about a
thousand such multi-purpose societies in the province. They are called
“YVillage Banks.” The conversion of the existing credit societies in-
to multi-purpose societies called village banks, is restricted to A, B
and C class societies. These village banks are intended to tack on
to credit, marketing, supply of agricultural implements and better
living activities. All these activities are however not simultaneously
introduced into every society but are being gradually extended. With
the policy of organising village banks, restriction is placed upon regis-
tration of new societies with purely credit operations. Referring to this
experiment the Registrar has the following observations to make in
his latest report. “We have already switched the liability from un-
limited to limited in a number of cases, but it would be best to stop at
this stage and see how societies react to this change. From the point
of view of safety, another alternative is to have both kinds of liahility,
unlimited for loans and limited for the rest.” Other Provinces, we
have no doubt, will watch with interest this bold experiment in the
United Provinces. We wish all success to the experiment, for we
believe in the benefits and potentialities of these °Village Banks’.
We are, however, sceptical about the expediency and practicability of
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having two different kinds of liability in the same society, We are

in favour of these vill b i :
basis. ; age banks being put wholly on limited liability

Dealing with the financial structure of the co-operative credit
organisation in the province the President naturally observed t;rt ;
was a matter of surprise and disappointment to him th ta .
Provincial Bank had yet been started for the United Provinces : h'n;
was the biggest Province in British India. 'The number of ,C::xtlcl
Credit Societies (Central Banks and Banking Unions) in the Provi::e
as on June 30th, 1940, was seventy and their working capital on ihat
date was over Rs. 108 lakhs, of which over 40 lakhs represented their
owned capital. The need for an agency to co-ordinate their activities
and to function as an efficient financing and balancing centre to them

is evident. Mr. Chettiar drew the attention of the U.P. Co-opera- -

tors to the comparatively small size of Central Banks compared t
Madras and the existence of mgre than one Central Bank ev ‘0
several small districts and expressed the view that it was degir ]:111 in
amalgamate smaller banks into bigger ones in order to hav o
Central Bank in each district. ® one sound

In the absence of a Provincial Bank, the C

) entral Banks.
depend, among other sources to obtain loanable funds. on mtserg:v;' .
between themselves. The Registrar in his annual re,port for 1929125

13
says “smaller banks do not always find it possible to attract deposits

at a reasonable rate of interest i
banks for accommodation.” 'I’hef r(c):r;d(i)tutz‘zzn?;ii:: eyf fook to si.s ter
suf'fers from other disabilities also by the absence of 1_3 t}}e .Provmce
It is unable to avail itself of even such smal] facilitiae's l‘Ovn}llcxal Bank,
gj;kinhzss;’;fndid tfo Co-cperative Banks. The Regizsa:r:r et}? esefrve
In his latest reg (f;:‘; or the early establishment of Provincial e];e 01:6
is Tscssnry o rx; 5 e ob-serves that “ A Provincial Co-operativ gn ;
the co-operative Siwtct) I‘als? the stature of the Movement as to cz ;mk
of an Aven oo o8 c ture .1tse}f. Opinjon ig hardening that thmI; cte
it e}:cmd's Stunting the growth of the Move?nent 0e ?Ck
concern  repeated] Ing .tl?e Reserve Bank itself—have wi;ch futi'lde
eystem. The roy‘ .pomted to .this glaring defect in our ﬁnee o
of Indin Act nllja V;S:Ens f.or agricultural credit in the Reserv. ?;10181
no doubt fhat nzaxim us;‘msffy.a}rfient Co-operators. But th@ree a‘;k
will be available. With acilities Permissible within ijts fra . li
for any accomm;) o out an Apex Bank, we are not qualiﬁe:in ework
tion. the 1 ation.  The greater therefore the d i o 8s
» the longer becomes our isolation Circumst eljy in forma-
‘ "Cumstanced as we are,

'
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we carry a brand of inferiority, which is hardly deserved.” One of the
resolutions passed at the Conference urges that “until a Provincial
Bank is formed and is able to supply necessary finance, Government
be requested to provide special loans at cheap rate of interest to Dist-
rict and Central Co-operative Banks for financing marketing operations
and to finance special types of societies such as irrigation societies,
seed stores, marketing unions, ghee and milk supply societies, ete.”

Another important topic with which the President dealt with in
his Address, and which must have been engaging the attention of the
co-operators not only of UP., but of other Provinces as well,
was the period for which rural societies could safely advance loans to
their members. He pointed out that the Central Banks in most Pro-
vinces derived their loanable funds from demand and time deposits and
the latter were usually not taken for periods of more than one to three
years and could not therefore, safely advance long-term loans to rural
societies; only short-term loans up to 18 months and intermediate
loans up to 5 years might be given to the rural credit societies, as in
Madras, leaving loans for longer periods to be supplied by the Land
Mortgage Banks. We may, however, point out in this connection, that
the Government of Madras recently published, for eliciting public
opinion, a draft rule under the Co-operative Societies Act, limiting the
maximum period of intermediate loans to three years and also
empowering the Registrar to fix the proportion of the funds of the
financing banks which may be employed in loans for short-term and
for intermediate term not exceeding three years. In any such scheme,
whether the maximum period of intermediate loans is three years or
five years, the question of the agency for the supply of credit
for periods over that maximum is one which co-operators cannot
ignore. Who is to supply such credit in Provinces where there are
no land mortgage banks? The question therefore, whether a separate
Central Land Mortgage Bank should be started for the United Pro-
vinces or whether a separate land mortgage section should be formed
in the proposed Provincial Co-operative Bank, as in C.P., is one
which the Provincial Government and local Co-operators must solve.
Fven in a Province like Madras where the system of land mortgage
banks financed by a central agency of their own has attained
a measure of success, not achieved elsewhere in India, it is not easy
to predict whether the land mortgage credit organisation as at present
constituted and financed can afford to deal with loans for say four
to ten years. What will be the probable annual demand for such
loans ? Can the additional funds required to meet the new demand
be raised by short dated debenture issues for four to ten yéars ? will

2 ‘
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they be popular in the market? Will the Provincial Government
extend their present guarantee to such debentures also? These and
other questions have not been definitely raised or answered in Madras
till now. The Co-operators of U.P., who propose to write on a clean
slate may have to canvass these and many other questions.

THE LATE SIR C. Y. CHINTAMANI

It is with deep regret that we record the death of Sir C. Y. Chinta-
mani on the 1st July last. After the inauguration of the Montagu-
Chelmsford Reforms and when Co-operation became a transferred
subject, the late Sir C. Y. Chintamani was the first Minister in charge
of Co-operation in ‘the United Provinces. He held office from 3rd
January 1921 to 17th May 1923. He resigned, if we remember the
facts aright, his ministership along with the Hon’ble Pandit Jagat
Narayan to vindicate public opinion in the Province, over a contro-
versy that arose between the Pandit, the then minister in charge of
Education, and the then Vice-Chancellor of the Allahabad Univer-
sity, who was backed by the Governor over-ruling the Minister. By
this single act he demonstrated his remarkable spirit of independence
which people, who knew him, rightly said might possibly break but

could never bend. In the short tenure of office he distinguished him- '

self as an efficient administrator and was able to show remarkable
progress in the Departments entrusted to his charge including Co-
operation. Not only the United Provinces, the Province of his adop-
tion, which he made his home and where he lived for forty years,
but also the Province of Madras, the Province of his birth, mourn his
loss. We offer our sincere condolences to the bercaved family.

THE INDIAN PROVINCIAL CO-OPERATIVE BANKS
THEIR PAST, PRESENT AND FUTURE

By
Tue EpITOR

Origin and Evolution.—Among the Credit Agencies* Co-operative
Banks now hold an important position in India. The total work-
ing capital of the co-operative credit institutions in India
(Provinces and States) was about Rs. 106-5 crores in 1938-39. In
theory the co-operative credit structure is supposed to be federal,
with the primary credit societies, rural and urban, as the foundation ;
these are federated into secondary societies, now generally known by
the name of Central Banks, and these Central Banks, again in their
turn, into their own apical institutions called the Provincial Banks.
But as a matter of fact, this ideal has not been fully realised in practice
anywhere in India, as we shall see a little later. The tendency, how-
ever, has been, all over India, to make the central banks and the Pro-
vincial Banks approximate, as nearly as possible, to federations of pri-
mary and secondary societies respectively, within the limitations im-
posed by their original constitutions, which were themselves dictated
by local conditions.

It is the Maclagan Committee who have drawn pointed attention,
for the first time, to the need for developing a Provincial or Apex Co-
operative Bank for each Province. After setting out their reasons they
have recorded the following conclusion.

“1t is, therefore, in our opinion, necessary to provide in each of
the major provinces an Apex Bank which will co-ordinate
and control the working of Central Banks, forecast and
arrange for the provincial requirements as a whole, and
be the financial co-operative centre of the Province. An

*The other chief Credit Agencies are: 1. The Reserve Bank of India. 2. The
fmperial Bank of India, 3. Joint Stock Banks, 4. Exchange Banks and 5. Indi~
genous Bankers, that is to say, money lenders, shroffs and others doing banking
business. The Government and the Insurance Companies also may be included,
in a sense, among the Credit Agencies. There are special types of Credit Agen-
cies in certain Provinces like the Loan Offices in Bengal and Nidhis and Chit
Funds in Madras.
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Apex Bank of this nature should have as its expressed ob-

ject the direction of provincial finances by the control
and support of Central Banks.” (Page 95)

By the time the Maclagan Committee reported, Provincial Banks,
or Institutions out of which what we now call Provincial Banks, have
eventually emerged, existed only in four of the Provinces, viz., Madras,
Bombay, Central Provinces and Bihar. Of those four, those in the
Central Provinces and Bihar bore the name of Provincial Co-operative
Bank. The one in Madras was known as the Central Urban Bank and
the one in Bombay as the Bombay Central Co-operative Bank. They
financed primary societies directly and were not “in charge of the direc-
tion of Provincial Finances.” These two changed their names subse-
quently into Provincial Co-operative Banks, Bombay in the year 1924
and Madras in 1931. The other four Provincial Banks namely, those of
Bengal, the Punjab, Assam and Sind, were started after the report of
the Maclagan Committee was published and naturally styled themselves
as Provincial Co-operative Banks from their inception and tried to
conform themselves as far as conditions permitted to the general struc-
ture outlined by the Committee. With reference to the dates of their
establishment, the Madras Provincial Co-operative Bank is the oldest
while the Sind Provincal Co-operative Bank is the youngest. The

Madras Central Urban Bank was started in 1905, the Bombay
" Central Co-operative Bank in 1911, the Provincial Co-operative
Bank of Central Provinces and Berar in 1912, Bihar in 1914, Bengal
in 1918, Assam in 1921, the Punjab in 1924 and Sind in 1935. The first
four of these Banks have celebrated their Silver Jubilees. Thus of
the eleven Governors’ Provinces in British India, eight have now Pro-
vincial Co-operative Banks, the three Provinces which have not yet
established Provincial Co-operative Banks being the United Provinces
the North-West Frontier Province and Orissa. Orissa which was con-’
stituted into a separate Province in 1935 was under the Bihar and
Orissa Provincial Co-operative Bank till August 1938, A Provincial
Co-operative Bank was formally registered, but the Government of Orissa
in a recent communique stated that under the present circumstances it
could not be started on its work. Proposals for the establishment of
a Provincial Co-operative Bank for the United Provinces are under
active consideration and there is a genuine demand for it,

The problem of building up a stable and comprehensive co-opera-
tive credit structure has become more and more complicated in the
light of experience gained of the progress and working of the rudi-
mentary (primary) credit institutions set up under the Act of 1904
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and of the secondary types of credit institutions set up under the Act of
1912. The credit needs of the cultivator are found to be varied .and such
as cannot be catered to fully or adequately by a single type of credit
society. He requires short-term credit and medium-term credit to meet
current out-goings and facilitate the production as well as the marketing
and movement of the produce and he requires long-term credit for re-
payment of old debts or improvement and consolidation of the holding.
All competent authorities, who have conducted investigations into the
problem of Rural Credit, such as the Royal Commission on Agriculture
and the Provincial and Central Banking Enquiry Committees, agree
that at least two different types of co-operative organisations are neces-
sary to supply (1) Short and Intermediate term credit and (2) Long
term credit. It is found that the existing primary credit societies and
the central banks into which they are federated and the Provincial Co-
operative Banks which form the apex of the pyramid of co-operative
credit in the Provinces, by reason of the character of their resources and
other limitations imposed on them as banking institutions, working mainly
on deposits, can only supply short and intermediate term credit, and that
for the supply of long-term credit, institutions which can raise long-term
capital by suitable financial devices like the issue of long dated deben-
tures backed by the security of permanent agricultural wealth in the
shape of land or buildings should be organised.

The Provincial Co-operative Banks which, were intended to be the
apex organisations for the entire co-operative credit system of a Pro-
vince or State have soon found themselves incapable of fulfilling that
role in regard to providing long-term capital to agriculturists. A study
of the Provincial Co-operative Banks in the Provinces and States will,
therefore, be incomplete without a study of the evolution, working and
progress of Land Mortgage Banks, which now form an integral part of
the co-operative credit structure. The Central Land Mortgage Banks
which finance their affiliated primary land mortgage banks as in Madras
and Bombay are also Provincial Banks for long-term credit in a real
sense. It is for this reason that we have supplemented the accounts of
the Provincial Co-operative Banks given in the last issue with accounts
of the working of the Land Mortgage Banks in the Provinces and States
where they have been organised, though with widely varying degrees of
success.

Let us now proceed to make a comparative study of the main fea-
tures of the Provincial Co-operative Banks in British India. We have
not included in this study the Provincial Co-operative Banks in the
Indian States and reserve it for a future occasion. To our invitation
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for contributions on the subject, we have so far had response from four
States, Mysore, Travancore, Indore and Hyderabad (Deccan). We

await similar contributions from Gwalior, Bhopal, Baroda, Kashmir and
other states.

Membership.—In this study the first feature that strikes us is the
diversity that there is in regard to membership of these Banks. There
are individuals holding shares and exercising rights of membership in
all these Provincial Banks except those of the Punjab and Bengal
which have no individual shareholders. In addition to the individual
shareholding members, the Provincial Banks of Bombay, the Punjab
Bihar, Central Provinces & Berar and Assam have both primary socie-’
ties and central banks as members; while Madras strictly confines its
membership to central banks and excludes primary societies, Bengal
and Bihar do so practically. Sind has no central banks ar:d so its
membership consists oyly of individuals and primary societies.

The following table will show at a glance the composition of the
membership of these banks.—

Provincial Banks Members
. Societies Central Banks Individuals

Madras . Nil 32 184
Bombay .. 1971 1 1217
Sind .. 1156 Nil 1682
The Punjab .. 12239 120 Nil
Bengal .. 52 117 Nil
Bihar & Orissa .. 48 53 . 43
C.P. & Berar .. 1946 35 110
Assam . 36 20 27
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This composite membership raises some complicated questions
particularly in regard to the general meetings and voting at those
meetings. In Madras for instance, where the General Body consists of
32 central banks and about 180 individual shareholders, the rule of “ one
man one vote” will obviously not work for, the voice of the central
banks, who are the real mainstay of the Bank and who own almost all
the paid-up share capital will be drowned by that of individuals whose
number is 6 times that of the central banks. So, giving up the co-
operative principle of “ one man one vote » the system of voting accord-
ing to the number of shares held and by proxies, has been introduced so
as to give an effective voice to the central banks. In order to remove
this anamoly, among other considerations, the Madras Committee on
Co-operation recommended that individuals should be altogether elimi-
nated from the Madras Provincial Co-operative Bank, leaving the cen-
tral banks alone as members. It is unnecessary to discuss the position
in regard to the several Provincial Banks individually. The general
nature of the problems arising by such membership can be seen from
the observations of Mr. Mulraj Bai, Manager of the Punjab Provincial
Co-operative Bank, in his article under the head ¢ General Meetings’.—

“The existence of some 12,200 share-holders of which 11,800 are primary socie-
ties, scattered all over the Province, which in one respect constitute
the backbone of the Bank raises difficult problems 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 rerhains unsolved, Under the
authority of by-law 13, a device known as Sectional General Meetings
on an identical agenda has been tried but without success. Curiously
enough the difficulty experienced is not one of unwieldiness but of
paucity. To remedy the defect several proposals have been put for-
ward. One is to exclude all primaries from membership. Another is
to retain them (as recommended by the Maclagan Committee) but to
hold indirect elections with the ‘tehsil’ as the electoral unit and to
finally summon not more than 150 delegates to the general meeting 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.”

Working Capital and Its Composition.—The Working Capital of the
eight Provincial Co-operative Banks as on 30-6-1940 was about Rs, 12%
crores and their owned capital in the aggregate forms about 16 per
cent of their total working capital. The following table will show at a
glance the composition of the working capital, the percentage of owned
capital (paid-up share capital plus reserves) to total working capital,
deposits derived from co-operative institutions and borrowings from
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th
other sources. The Banks are arranged in the order of the volume of

the working capital in lakhs of Tupees.

Borrowed Capital

Provincial Owned Percentage
Bank Capital Deposits from W::lzztg of .owned
CO-:OI?. So~ Other deposits’ Capltal c?f:)iakl to
cieties loans, ete, cap'ltnf
ita

———

Bengal .. 5477 61-72

169-88 28637 .
Madras ... 33-90 83-01 . 135-54 252-45 i:::
Bombay . 33-42 94-46 109-49 237-37 14.
The Punjab .. 2844  71-00 50-06 14950 19-::
CP. &

Berar 1975 1002 106-99 136-76 1345
Bihar &

Orissa . W2 9-34 66-11 89-60 15:84
Sind . 193¢ 2014 4574 8522 2269
Assam 159 — 1-82 341 46-62

*This has increased (o over a crove of rupees by 30—6—-1941

The aggregate workin i
‘ g capital of the Provinci
: : : ‘ ovincial Bankg
gc;ﬁ:zrsmallfm comParxson with that of the Scheduled Banks ?:k e
gether éxe' rtlot elven single large Joint Stock Banks like the Imperialega::;
ral Bank of India. But in assessing the total working capital

of the Co-operative Credi
redit Movement in Briti ;
also take into account the workin itish India as a whole we must

ing about 4 _ g capital of the central banks .

credit edifice. Ex::l d T.hey are all integral parts of one Co-operative

aggregate amount ofut}ing mvestments of one society in another, the
British India tak: e working capital of the Co-operative Banks i

a taken together is round about Rs, 78. 11 crorese Tg P -

: e Pro-

*These figures are
Co-operative Move as at 30—6--1939 (vide Statisti
’ ment A tistical Stat i
information is aVaiIablr:a ;nl India, 1938-39). Wit regard to I 9;1 T aeaating lo the
Bhiopal, Gwalior, Indore, Kad oy "R States ey
Central Banks and 17’7 » Travancore ang Cochin I(; tha:szdiinYderabaf '
\ . re are 110

15 societi .
Rs. 10-31 crores, cleties and their working capital is round about
apow
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vincial Co-operative Banks, work mainly with the aid of their borrowed
capital which is ‘obtained from deposits of various kinds,—current,
savings, fixed, prudential and the like. Generally the periods of depo-
sits range from one to three years. Deposits for longer periods are
rarely taken and such of the Provincial Banks which received such
deposits in the past now find handicapped for, interest rates
have since gone done considerably. The Provincial Banks are
able to attract money both from inside the movement and
outside at rates of interest which cannot be said to compare
unfavourably with those offered by well established large Joint
Stock Banks. Even the smallest of the Provincial Banks, viz., that of
Assam with a working capital of just over three lakhs of rupees, is able
to attract deposits at 3, 3% and 4 per cent for 1, 2 and 3 years respec-
tively. The Madras Provincial Co-operative Bank now pays one per
cent on the daily credit balances of current deposit accounts and 234
and 3 per cent on fixed deposits for one and two years respectively. The
Bank has notified that from 1st September the rate of interest on cur-
rent deposits will be reduced to %4 per cent and that on the fixed deposits
to 2% and 234 per cent for one and two years respectively. The Punjab
Provincial Co-operative Bank allows no interest on current accounts for
individual customers, while on the same class of accounts for central
banks one per cent is allowed on daily credit balances. The rates of
interest in all these banks are regulated from time to time according to
the conditions of the money market.

Employment of Capital.—One of the charges laid by the Reserve
Bank of India against Co-operative Banks is that they over-trade. It
may therefore interest us to know what portion of their working capital
is invested in liquid securities. The Reserve Bank of India indicated in
their circular letter dated the 12th June 1939 (published in the Review,
Vol. V, No. 2, page 336) some of the criteria of sound banking for the
guidance of Provincial Co-operative Banks. In that letter they stated
that the Co-operative Banks should inter alia maintain liguid resources
consisting of cash, balances with bankers and Government securities
which should be at least 40 per cent of their liabilities. Judged by this
standard, the Provincial Co-operative Banks do not seem to lay them-
selves open to the charge of investing an inadequate portion of their
working capital in liquid securities. The following statement will show
what percentage of their working capital is-invested in Government
Securities alone.
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Provincial Working Investments in Percentage of in-
Banks Capital Government vestments to

Securities Working

(in lakhs (in lakhs Capital

of rupees) of rupees) (in lakhs

of rupees)
Bengal . 286-37 77-51 27-06
Madras .. 252-45 125-63 49-76
Bombay . 237-37 81-13 34-18
The Punjab .. 149-50 76-54 5119
C. P. & Berar .. 136-76 5967 4363
Bihar & Orissa .. 89-66 18-69 20-84
Sind .. 85-22 18-93 2291

Assam . 34 —

Apart from investments in Government Securities, the Provincial
Banks keep their surplus funds, particularly those derived from the
short-term deposits, either with approved Joint Stock Banks or other
Provincial Co-operative Banks, besides mainiaining their own cash
balances. It must also be remembered in this connection that the Pro-
vincial Co-operative Banks are required by statutory rules to maintain
fluid resources in order to enable them to meet their commitments to
their creditors and depositors, in accordance with the standards pre-
scribed by the respective Provincial Governments.

Another important piece of advice given by the Reserve Bank of
India in regard to employment of capital by the Co-operative Banks is
that relating to the character and duration of the loans advanced to their
members. The Reserve Bank says that Co-operative Banks should ordi-
narily confine their business to short-term loans which in normal course
should be repayable within nine to twelve months and that care should
be taken to see that in actual practice such loans do not become long-

term loans. Though it has not been found possible in practice to follow

strictly this sound advice of the Reserve Bank, Co-operative Banks have
been of late confining their business more and more to short-term loans
for production, marketing and movement of crops. Of late the Bengal
Provincial Bank has been advancing only crop loans for seasonal opera-
tions to the exclusion of all other loans. But the agriculturist’s needs
for medium-term credit requiring for its repayment two or three years
are as imperative as his needs for short-term seasonal credit, borrowed
and repaid annually for the pursuit of his hereditary occupation of hus-
bandry. By wise and judicious allocation of their working capital, owned

¥,
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and borrowed, between the two kinds of credit and with a due sense of
relation between the periods for which deposits are taken and the periods
for which they are lent out, the Provincial Banks can do sound banking
business by advancing both short and medium-term loans without trans-
gressing the general standards set for them by the Reserve Bank.

In regard to investment by the Provincial Co-operative Banks of
their working capital in loans to their members, there is necessarily
the same diversity as there is in their membership. In the matter of loan -
policy the Bombay Provincial Co-operative Bank seems to give itself
the greatest latitude of all the Provincial Banks in India and its special
features are interesting from more than one point of view. It mainly
finances the primary societies in the Province through its own branches
and only one central bank is said to borrow from it at present. The
function of the Bombay Provincial Co-operative Bank in regard to the
central hanks seems to be mainly one of 2 balancing centre and of an
agency for providing fluid resources for the movement as a whole
through over-draft accommodation allowed against Government Secu-
rities or fixed deposits. The Provincial Bank now makes advances to
a new type of ‘B’ class members, drawn from the members of affiliated
societies. against agricultural produce and goods. The Bank also gives
ossistance to industrial co-operative societies and associations on the
security of manufactured industrial products or raw-materials or for
the purchase of raw-materials or sale of finished products. The
Madras Provineial Co-onerative Bank which deals exclusivelv with its
member central hanks, makes an exception in the case of its constitu-
ents, whether sharcholders or not. hv lending them on the security of
Government Promissory Notes. Shares of the Reserve Bank and the
Tmperisl Bank of India and their own denosits with the Provincial Bank
jtself. The Puniab Provincial Co-onerative Bank lends to individuals,
daly on the security of their deposits with the Bank. Sind which has
no central banks directly finances the primarv societies in the Pro-

- vince. 'The Provincial Banks of the Puniabh. Bihar and Central Pro-

vinces & Berar thoush thev have hoth societies and central banks as
members, finance onlv central banks: some of them finance societies in
very special cases. The total amount of loans in all these eight pro-
vincial hanks, outstanding on 30—6—1940 was about Rs. 660-53 Takhs.

The financial stability and the solvency of the Provincial Banks
thus eventually rest upon the soundness of the security behind. and the
realisability of, the numerous small loans outstanding against members
of the primary credit societies, whether they are advanced to the socie-
ties directly by the Provincial Bank or through the central banks.
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The ability of the societies to recover these loans depends upon the
repayin.g capacity of the borrowers as well as on a host of other factors
some certain, some not certain some controllable, some not COn’-
trollable, some dependent on the whims of nature, some on the
vagaries of man. After 21! is said and done, it must be conceded that
cur rural economy is on the whole a deficit economy; that some propor-
tion of our members borrow not becausz they cen but because théy
must, that poverty is the cause of ir}debtedness in many cases and tha‘t
defaults are committed even by honest members because of their
actual inability to repay. Here lies the main weakness of the Co.
operative Credit Movement.

A study of the accounts of the working of the Provincial Banks
which is brought under review here, naturally unfolds therefore the
same sad tale of long standing overdues, increasingly frozen assets
and accumulating bad debts: the difference is one of degree.
In some areas, particularly in Berar, served by the Provincial
Bank at Nagpur, the loans have got themselves converted into
landed assets which are unmarketable. The freezing of the assets
of rural societies in Bengal, Bihar and Berar has had very adverse
effects on the movement and the renders of the Indian Cd—O)OETative
Review are familiar with the situation there and the attemwts that are
being made to rehabilitate the movement. The Registraf of Assam
after presenting a most depressing picfure of the stete of the moveme t,
there, puts in an earnest and urgent plea for rchabilitation. So 'tt}
not the proportion of investments in liauid securities and tim l N
nance of fluid resources that are at fault but the freczing of t}l;na;nte-
of our assets represented by the loans advanced to m&nbar eE ik
societies, which is the main business of Co-operative Bank T 0~ the
source of our present troubles. ) ks, that is the

At one time or another the Provinci
ed their helping hand to several of the :’Irgr(i)r‘:ce;\rlmgnti have ext.end-
them from their financial difficulties. Bengal, Bihar f}? e ‘extrxcate
tral Provinces and Berar have received such ,Statec a’id . gun]al?’ Cen-
ed to the Government. The case of Sind deserves an . are 1nd(.abt-
There was a financial erisis in 1937 and in the ShortspeC}al mention.
May 1937 and January 1938 deposits to the extent fperlod between
Tupees were withdrawn from the bank. The Gov of forty lakhs of
rescue with a loan of eight lakhs of rupees besideqer;l me‘nt came to its
sures to restore public confidence. The N’Iad " fsopting other mea-
vincial Banks have not so far sough ras and the Bombay Pro-

t Government h
: : . el i
extent. During the period of acute economic depres:)iotxo ?}?V gnglbie
pression. the Govern-
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ment of Madras in the year 1931 provided by way of temporary accom-
modation fo central banks a loan of Rs. 10 lakhs which was quickly
repaid. The Government help to the Bombay Provincial Co-operative
Bank was mainly in connection with the financial embarrassment which
arose from the Bank floating long-term debentures to finance Land
Mortgage Banks at one time.

Before we conclude our observations on the employment of capi-
tal by the Provincial Banks we desire to mention that the Provincial
Co-operative Banks which attempted to take upon themselves the
role of supvliers of long-term land mortgage credit, particularly the
Provincial Banks of the Punjab end Bombay. landed themselves in
certain cntanglements and for several years their profits had to be
diverted into sinking funds for the redemntion of the debentures to
the detriment of the sharcholders of the Banks who would ctherwise
have legitimately earned reasonable dividends. Bombay is just getting
over tne difficulties thet arose from creating a floatine charge over its
general assets in favour of the debenturc-holders. Tn Madras the land
mortenge credit had always been kept separate from the ordinary co-
operative credit and with the starting of the Central Land Mortgage
Bank in 1929 the need for starting a separate land mortgage gection in
the Provincial Bank had disappeared. In 1929 the Madras Provincial
Co-onerative Bank made an attepapt to raise some long-term money by
issue of debentures, but as there was no out-let for that money. the
debentures have been since fully redeemed. The Central Provinces & -
Berar Provincial Co-operative Bank is now functioning as a Provincial
Land Mortgage Bank as well and a separate land mortgage credit section
has been established. In Bengal. the Provincial Bank has declined to
undertake long-term commitments without adequate Government
guarantee, a question which is still under consideration. In the Punjab
and Assam the primary Land Morteage Banks which were started
some years ago and financed hy their respective Provincial Banks have
now practically ceased to work.

Administration—The constitutions of the Boards of Management
and their Executive Committees by whatever name they are called,
differ from bank to bank and the composition of the directorates and
their functions are governed by the by-laws of the Banks. In-all the
Provincial Banks except two. or perhaps three, provision is made for
grafting directors from outside the ranks of shareholders. In the Pun-

" jab, the Registrar of Co-operative Societies and the Financial Adviser

of the Co-operative Department are ex-officio members of the Board.
In Bengal three members are nominated by the Registrar to the Board,
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In the Board of the Central Provinces and Berar Provincial Co-opera- to central banks. are discussed.. The Ma;lras Provmc1fa1‘ Co-oseratzze
tive Bank, the Registrar and the Financial Secretary to Government Bank has established a convention severa years ago of inspec ing the
' oo : . . ] affiliated central banks by the President or other directors authorised

are ex-officio members. In Bihar, the Registrar of Co-operative Socie-- . N .
s . ST er un in this behalf. Now there is a provision In the Madras Co-operative
ties is an ex-officio director. Under the scheme of rchabilitation, the o e the Provincial Co-operative Bank to inspect
Financial Adviser to the Provincial Bank to be appointed by the Gov- Societies Act enll{p ovﬁvsrmg d 1: _1;0 by its ¢ Oﬂif:)ers’ E'Bl‘he C :r 1{15 g ¢
. . 1 . 1 -
ernment will be the Managing Director of the Bank dyring the period the central banks financed by 3, By entral Fro

vinces Provincial Co-operative Bank also arranges for the inspection
of central banks through one of the members of the senior staff, pre-
ferably the Manager of the Bank if available. It has now on its esta-
blishment an inspector who visits affiliated central banks and gives:
the Provincial Bank first hand information about the working and finan-
cial position of the central banks.

for which the Bank is placed under Government control. The Sind
Provincial Co-operative Bank is being administered by a committee of
nine members entirely nominated by the Provincial Government after
the crisis of 1937 and the committee will continue to hold office till
. September 1941. Madras and Bombay (and perhaps Assam too) alone
have no directors from outside the shareholders’ ranks. There is now

a proposal in Madras for the first time, 36 years after the starting of Direct interlending between the several ceniral banks is prohibi-
the Madras Central Urban Bank, to make the Registrar an ex-officio ted in all Provinces which have Provincial Banks. In the Funjab till
member of both the Board of Management and the Executive Commit- 1929 inter-bank loans were allowed but arranged and controlied by the
tee. The Board of Management has approved the pronosal by majority. Provincial Bank. But since then interlending beiween central banks was
The implementing of this proposal is pending the vote of the General altogether prohibited. The Punjab Provincial Bank receives the sur-
Body for the purpose of making suitable amendments to the by-laws, pluses irom affiliated central banks to an unlimited extent and discharges
relating to the composition of the Board and the Fxecutive Committee, its essential function as an Apex Bank for co-ordinating and balancing

the activities of its member societies besides performing other services
of various kinds ; for instance, it acquainis the central banks with con-
ditions of the money market and security market from time to time by
But generally speaking the Provincial. Banks do not exercise any ad- circulars, and gives necessary lead to the central banks in regard to
ministrative control over the central banks which are autonomous insti- regulating borrowing and lending rates.

tutions. They act mainly as balancing centres to their affiliated cen-
tral banks and as links with the money market at the provincial capi-
tals and other financial nerve centres. The central banks sgenerally

Relations with Central Banks.—The exact rclations of the Pro-
vineial Banks with the Central Banks vary from Province to Province.

The question Whether there should be any change in the existing
system in regard to the relations between the Frovincial Banks and

deposit their surplus funds with their Provincial Banks as well as with ’;hexr afﬁliatcled central ‘banks is one oi considerable (iimportance in th.e
well established Joint Stock Banks. In Madras the Reserve Funds of utur; development of these l‘aa.nks. . We do no?: 2 vocatg any radi-
the central banks are deposited with the Provincial Bank and carry inte- uill ¢ anges whereby any administrative control is \{este("l in the Pro-
rost at 3 per cent. These Reserve Funds now smount to Rs ‘ 23 33 vincial Banks over their affiliated central banks which should remain
lakhs. Of late the central banks have been vermitted to inve.st‘ p'art independent and self governing institutions. The function of tne Fro-
. of their statutory Reserve Funds in the debentures of the Madras Cen- vincial Banl.{ ‘should ?)e one of advice and guidance and of evolving,
tral Land Mortgage Bank. The Bombay Provincial Co-operative common policies by discussion and negotiation. The Provincial Banks
Bank offers a slightly higher rate of interest on fixed deposits to co- ShOL‘lld however, have' powers of inspection and of calling for infor-
operative institutions than to individuals mation about the position of fluid resources, maturities of time liabi-

lities, seasonal recoveries, prevailing rates of interesf, bad and doubt-

In Bombay the activities of the central banks are now co-ordinated ful debts and other financial particulars.

by an Association started in the year 1939, called the Bombay Co-ope-
rative Banks’' Association. The Provincial Bank is actively associa-
ted with the working of the Association. In Madras the Provincial Bank
convenes an annual conference of the central banks at which problems
of common interest and the policies of the Provineial Bank in relation

Relations between the Co-operative Departments and Provincial
Banks.—It is gratifying to note that in all Provinces the relations
between the Registrars and their Departments on the one hand and
the Provincial Banks on the other have been cordial. There can be no
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difference of opinion on the need for and the usefulness of genuine co-
operation between the Departments and the Provincial Banks. But
intricate questions of practical importance arise with regard to the line
of demarcation to be drawn between guidance and advice as distin-
_ guished from dictation or control of policies and interference with
internal management of the Provincial Banks, by Registrars. In this
matter there is considerable divergence in practice in the several Pro-
vinces. For instance the position in Bihar and Orissa was stated thus
by the Bihar and Orissa Committee on Co-operation (The Hubback
Committee) : “The Registrar as the Head of the field staff on whose
information the Bank depends 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.” This perhaps goes
farther than the position in most other Provinces; even in Bihar it
varied with the Registrar. The Provincial Banks will certainly
be well advised in seeking information from the Registrars and their
departments as régards the financial position of the central banks with
which they deal and also inviting the recommendation of the Registrar
in regard to sanction of loans. But the actual responsibility for
advancing loans must be that of the Provincial Bank concerned. In
Provinces like Bengal, Bihar and Central Provinces where the credi-
tors and depositors of the central banks have lost considerably by
reason of the bulk of the loans advanced by the central banks proving
irrecoverable, gquestions relating. to the extent and nature of the
Government’s responsibility to make good the losses to the creditors
of the central banks, were specifically raised in view of the fact that
the loans were advanced on the recommendation of the departmental
officers who were the agents of the Government. The creditors con-
tended, not without some justification, that in such cases the respon-
sibility of the Government was not merely moral but also legal. iIn
Burma when a similar situation arose in 1928-28 and the Provincial
Bank was unable to meet its obligations to its creditors, the Govern-
ment recognised their obligation to come to the rescue of the Bank.
In their review of the report of the Committee on Co-operation in
Burma, presided over by Mr. Calvert, they stated *the Government
in consideration of the relations of the Bank to the Department which
. have been described above feel obliged to come to the assistance of
the Bank and decided to accept responsibility for making good the
deficit of the Bank’s assets required to repay the depositors. ‘The
cost to the provincial revenues is estimated at Rs. 30 lakhs.” In regard
to future policy, the Government of Burma proceed to say it is neces-
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- sary that Government take precautions, about the effectiveness of which

there can be no doubt, against any recurrence of such entanglement
on their part in the financial liabilities of co-operative institutions.”
They entirely agreed with the principle stated by the Committee that
the financing agencies must be entirely responsible for loans, deposits
and internal working. As regards the function of the departmental
officers they observe thus: ‘A more controversial point is raised when
the Committee proceed to recommend that the co-operative staff

_ should attempt to advise the financing body whether the maximum

normal credit limit of a society is reasonable or not in view of rural
conditions and that applications for loans other than crop loans should
be submitted through the Junior Assistant Registrar. The suggestion
of course is that though the responsibility for granting a loan must rest
entirely with the financing agency, the advice of the co-operative staff
should be at the disposal of the financing agency. As at present advised,
however, though they have not yet arrived at a final conclusion, the
Government are disposed to feel that even the giving of official advice
as to the granting of loans would weaken the Bank’s sense of respon-
sibility and might end in placing the Department in much the same
relation to the financing agency as that in which it was involved in the
case of Provincial Bank ”.* It is well known that a little later the
Government of Bengal were caught in a similar entanglement by reason
of the responsibility that the then Registrar of Bengal took in advising the
Provincial Bank to finance the Jute Sale Societies.  The total loss
sustained by the Provincial Bank on that account, estimated at 24 lakhs
of rupees, is being now paid by the Government by means of an annual
subsidy of two lakhs. Even where the Provincial Governments have
in theory repudiated their legal liability to make good the loss
to creditors in similar circumstances, as for instance in Bihar, Central
Provinces and Bengal, they have been obliged by force of circumstan-
ces and strength of public opinion to agree to foot a part of the Bill
for the rehabilitation of the movements from out of their public trea-
suries.

We are painfully aware of the disastrous results brought about by
the variation of financing policies with the change in the personnel of
the Registrars in some Provinces. It is used to be gaid that ‘ Equity
varied with the foot of the Chancellor.” It may or may not have been
so; but, in co-operative finance the standards and measures in regard
to advancing of loans did vary with the hand of the Registrar. It is

# Report of the Burma Commitiee on Co-operation, p. 6.
4 .
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clearly inadvisable to subject the Provincial Banks and their affilia-
ted central banks to experimentation in this manner. The Committees
of the Provincial Banks should exercise their independent judgment,
in the light of the advice of the Registrar, and should assume full res-
ponsibility for the scrutiny of loan applications and the sanctioning
and disbursal of loans. We are therefore of opinion that the function
of the Registrar and his department in regard to policies as well as
details in regard to granting of loans by Provincial Banks should be
merely of an advisory character.

This advice is best given by the Regisirars from outside the direc-
torates and will continue to carry all the weight that is due to it. So
the practice, where it exists, of making Registrars ex-officio members
of the directorates may, in our cpinion, be usefully abandoned hoth in
the interests of the movement, and the Registrars themselves,

Relation of Provincial Banks with Kesexve Bank.—The Reserve
Bank in their latest circular regarding the extension of remitiance
facilities to Provincial Co-operative Banks have agreed to {reai co-
operative central banks which are affiliated to Provincial Co-operative
Banks as branches of the latter for purposes of such remittance facili-
ties. The principal account of a Provincial Co-gperative Bank will be
the account maintained by the Head Office of the Bank ai the local
office or branch of the Reserve Bank. We understand that the Pro-
vincial Banks of the Punjab and Bombay have accepted and joined the
scheme of the Reserve Bank. The Madras Provincial Co-operative
Bank which already keeps the prescribed free cash balances with the
Reserve Bank and cbserves some of the other main conditions formu-
lated by the Reserve Bank will, we believe, find no difficulty to join
the scheme. These concessions will enable Provincial Banks joining
the scheme to effect transfer of funds inter-provincially among them-
selves between centres where there are offices of the Reserve Bank.
The scheme may not, however, suit other Provincial Banks like those
of Bengal, Bihar & Central Provinces and ,the Reserve Bank may have to
consider their cases separately and to make suitable modifications in the
scheme,

As regards Wirect financial assistance by the Reserve Bank to the
Provincial Banks, the scope has been considerably narrowed down by the
interpretation of section 17 (2) (b) and section 17 (4) (c) of the Reserve
Bank Act, a subject which we have dealt with in these pages on more
than one occasion. Now that there is no prospect of the Reserve Bank
reconsidering the position, the Provincial Banks and their affiliated cen-
tral banks should endeavour to create documents of title to goods and
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Usance Bills of the kind required by the Reserve Bank. The Reserve
Bank is giving or has agreed to give cash credit accommaodation to
some of the Provincial Banks like those at Madras and Bombay on the
security of Government Paper. But the Madras Provincial Co-opera-
tive Pank has so far failed in its attempts to -obtain similar accommo-
dation from the Reserve Bank on the security of the debentures of the
Madras Central Land Mortgage Bank, the principal as well as inte-
rest of which are guaranteed by the Government of Madras. The
Punjab Provincial Co-operative Bank has opened a current account with
the recently opened branch of the Reserve Bank at Lahore and we
are told that negotiations are in progress to establish a permanent con-
tact between the Provincial Bank and the Reserve Bank, The Reserve
Bank has prescribed a form for the preparation of their balance sheets
by the Provincial Co-operative Banks and some of the Provincial
Banks have already been preparing and submitting their balance sheets
in that form.

_We hope that the adoption of these measures will bring the Reserve
Bank into closer contact with the Provincial Co-operative Banks and
that the Reserve Bank will be able to extend greater financial facilities
to Provincial Banks in future than it has hitherto found it possible
to give.

Is an All-India Apex Co-operative Bank necessary ?.—The Mac-
lagan Committee in their report of the year 1915 said that there was
need for an institution which would undertake the function of
rediscounting the promissory notes or Bills of primary societies when
endorsed by co-operative central financing agencies like the Provin-
cial Banks, as agricultural paper was not acceptable to ordinary banks
for it rvepresented security which was remote and inconvenient
to realise. Nevertheless, they did not make a definite recommendation
for the establishment of such a Bank for they felt the need
for further informed advice from outside authorities and were
impressed with the grave difficulties attendant upon the proposal.
Fifteen years later in the year 1931 the Indian Central Bankf
ing Enquiry Committee expressed the view that there was no
need to establish an All-India Apex Bank or am AlllIndia Co-
operative Council with administrative or controlling functions. This
view was based partly upon the prospect of the early establishment
of the Reserve Bank (which was established in 1935) and partly on
the existence of the two All-India Co-operative Institutions, namely,
The Indian Provincial Co-operative Banks’ Association and the
All-India Co-operative Institutes’ Association, Although our expec-
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tations in regard to the Reserve Bank’s services as a rediscounting
agency of co-operative paper have not so far been fulfilled, as we have
- already stated, and the All-India Associations have not yvet established
close and effective contact with their member institutes, we are in
agreement with the conclusion of the Indian Central Banking Enquiry
Committee that there is no need for the establishment of an All-India
Apex Bank. There is scope for the relations between the Reserve Bank
and the Provincial Co-operative Banks improving in course of time if
the latter endeavour to attain the standards expected of them by the Re-
serve Bank and create co-operative paper which the Reserve Bank will
treat as eligible for rediscounting or acceptable as sound and valid
security for credit. The Indian Provincial Co-operative Banks' As-
sociation comprises all the Provincial Banks in British India and some
Provincial Banks in Indian States in its membership and “has for its
object among other things the furtherance of common interests espe-
cially in matters of finance, legislation and administration.” The main
objective of the All-India Co-operative Institutes’ Association is “to
promote and extend co-operation through the institutes and to furnish
advice and assistance to member institutes on all co-operative ques-
tions.” Steps have been taken to ensure due publicity being given
to the activities of these two Associations as well as those of the Pro-
vincial Co-operative Banks and Provincial Co-operative Institutes in
India through the medium of The Indian Co-operative Review. If
these two All-India Associations are further developed and maintain-
ed in an efficient state of working, they will impart new vigour and
vitality to the Co-operative Movement in general and to the Provin-
cial Co-operative Banks in particular.

The Future.—The first and foremost aim of the Provincial Banks
with regard to their future development would naturally be to pursue
their immediate objective, viz., to consolidate and intensify their efforts,
to equip themselves as reservoirs of funds required to supply their
members with cheap and productive credit in a better regulated and
more adequate measure and generally to become eflicient provincial
financing and balancing centres of the Movement. But they may
not be left for long with the discharge of the functions of mere credit
agencies. With a greater appreciation of the modern conception of
co-operation they will be called upon to play a much wider role in our
rural and urban economy.

Even in the limited sphere of finance, far reaching reactions are al-
ready in sight in the wake of recent trends of social legislation. Acts
have already been passed in several Provinces for the relief of indebted-
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ness and the regulation and control of money lending. These Acts will,
no doubt, be made more drastic in course of time in the direction of
making serious inroads on the supposed sanctity of contracts between
debtors and creditors, so as to ensure better social justice and greater
economic freedom to the masses—the toiling millions, the workers and
the peasants. All these Acts will no doubt be made applicable to the
Co-operative Banks as well. We now derive our limited supply of
capital from wealth that is not used up by the richer classes, capital
which can go on breeding bearing interest for ever. These notions
will have to be abandoned. In Madras the ancient rule of Damdupat
has been revived whereby the debt of an agriculturist is extinguished
if an amount equal to the amount of the principal is paid as interest.
The Provincial Co-operative Banks should encourage such sacial

legislation and bring about necessary adjustments in the co-operative
credit organisation as a whole.

Outside the strictly limited sphere of merely providing credit,
Provincial Co-operative Banks will be called upon in the near future
to become potent factors in the reconstruction of the economic life of
the people, promote and encourage among other objects a more
equitable distribution of wealth and better and equal opportunities
of life for the rich and the poor. Co-operation is now looked upon as
no more than “a phase of many sided socio-economic advance or a part
of an entire rural reconstruction movement.” As Prof. Radhakamal
Mukerji, says in his article on “Planned Co-operation,” published in
our last issue, “ As long as the Co-operative Movement does not link
itself with the entire range of methods and agencies for the improve-
ment of income and credit-worthiness of the cultivator, it cannot be
rescued from the mire of bankruptecy and the rut of business ineffi-
ciency into which it has fallen.” We endorse this view whole-
heartedly.  Co-operation will soon become a part of our planned
economy and planned co-operation must be an offensive on all fronts.
The Provincial Co-operative Banks, the central banks and the village
societies may have to be so reconstructed as to become effective
instruments of “ an offensive on all fronts” of planned Co-operation.



THE HYDERABAD CO-OPERATIVE DOMINION BANK

By

RacHuNaTH KachE, B.A.,, (Osmania),

Asstt. Superintendent, Office of the Registrar of Co-operativa
Societies, Hyderabad (Deccan), ‘

The Hyderabad Co-operative Central Bank was registered under
the Hyderabad Co-operative Credit Societies Act 11 of 1323 F (1914)
as a central society on limited liability by the Registrar on the 6th
March, 1915. H.E.H. The Nizam’s Government agreed to guarantee
interest at the rate of 4 per cent per annum on the paid-up share capital
for 20 years and laid down the following conditions to be observed by
the bank: (1) The capital of the Central Bank shall be Rs. 5 lakhs with
power to increase the same to any amount, not exceeding Rs. 20 lakhs
with the permission of the Registrar previously obtained, (2) The
Bank shall also have power to receive deposits from members or non-
members to an extent not exceeding 5 times the paid-up share capital
provided that the Bank shall keep in hand, either invested in HEH.
The Nizam’s Promissory Notes or in other securities approved by HE.H.
The Nizam’s Government, and in cash, amount which shall be equal to
half of the amount deposited with the Bank for the time being payable
on demand, (3) The funds of the Bank shall be utilised for the purpose
of granting loans to co-operative credit societies registered under the
Co-operative Societies Act 11 of 1323 F, provided always that no loan
shall be granted to any co-operative credit society, unless the same shall
have been approved of or recommended by the Registrar of Co-operative
Credit Societies, (4) The interest to be charged by the Central Bank
to any co-operative society shall not exceed 9 per cen
A Reserve Fund shall be created by the CentralpBank xzh?:}i 2}?;3‘112;;;:2(:
of one-fourth of the net annual profit. This reserve fund mav not be
used by the Central Bank for its ordinary business hut must beyinvested
in banks or securities approved of by the Registrar and may‘ serve to
meet any unforeseen losses to reduce the rate of interest charged or allow
a rebate to societies that have borrowed from the Central Ba\nk

. The Dominion Bank started its business in 1915 at the end of which
1t h"fd 76 .mfembers, 10 of them being individuals and 6 agricultural
credit societies. The loans advanced during the year amounted to
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Rs. 73,650 and the outstandings of the Bank stoood at Rs. 73,600 at the
close of the year. Deposits received during the year amounted to
Rs. 70,847 and the paid-up share capital was Es. 24,110. The book profit
was Rs. 1366 and the rate of interest paid on deposits was 5 per cent
while that charged on loans advanced to its members was 9 per cent.

Current and Savings Accounts.—The business of the Bank steadily
increased and it was thought desirable in 1923 to open Current and
Savings accounts also. This was welcomed by the public and large
amounts were deposited in the Bank under these heads. The figures
given below for the first five years indicate the popularity of the accounts
mentioned above:—

Balances at the End of the Co-operative Year, 1940

Current Accounts Savings Accounts

Rs. Rs.

1923 ... 231 10,510
1924 .. 38241 14,633
1925 .. 161,919 26,628

1926 .. 2,26,487 51,948

1927 .. 3,58,869 61,458

The Bank advanced loans to individuals and primary societies. But
as the need for a financial co-operative centre for the Dominion was
increasingly felt, it was considered desirable to convert it into an apex
bank. Steps were accordingly taken and by-laws were suitably amend-
ed at the general body meeting of the Bank in 1924, and the authorised
capital was raised from Rs. 5 lakhs to 10 lakhs. The Bank thus entered
on its second phase and started functioning as the Co-operative Dominion
Bank. But it continued to have direct relations with primary societies
in a few districts where for various reasons the local central banks were
not prepared to take over loans already advanced by the Dominion
Bank. By 1926, however, with the exception of only the Warangal and
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Khamam central banks, all the other central banks agreed to take over
the loans due from the primary societies in their areas to the Dominion

Bank.

After changing the constitution of the Bank it was considered desir-
able to allow central banks to purchase shares, which they had not done
1ill 1926, and consequently had no representation on the Board of Direc-
tors. It was also agreed and adopted in the by-laws that the votes of
members shall vary according to the shares held by them at the rate of
one vote for every ten shares of individual share holders and one for
every four shares of a society or bank. The rule of one man one vote
has, however, been observed in the Board as well as in the Executive
Committee.

The Board, under the new by-laws, consisted of 12 directors of
which only 3 could be representatives of societies and banks. The shares
held by primary agricultural credit societies were fransferred to the res-
pective central banks and three of them were elected to send their repre-
sentatives on the Board. The by-laws were amended in 1928, and the
number of Directors was increased to 16, of which the Registrar was to
be ex-officio Director and five were to be elected from societies and
banks. Later in 1929, the by-laws were again amended and the number
of Directors of the Board was increased to 21, 12 for individual share
holders and 8 from societies and central banks. An Executive Commit-
tee comprising 8 members has been appointed to carry on the business,
which also exercises all the powers delegated by the Board for eilicient
administration of the Bank. The individual share-holding which was
originally fixed at a maximum of 50 shares per individual was revised
under the orders of Government in 1939, and fixed at 40 shares per
individual. The shares made available by this reduction were purchased
by central banks at Rs. 120 per share. Further, in order to increase the
voting power of central banks, the Dominion bank decided to issue 500
ordinary shares at par, which were ali purchased by central banks. The
by-laws were also amended to increase the number of representatives of
central banks and societies from 8 to 10. Thus there are now 10 repre-
sentatives of individual share holders and 10 of central banks and socie-
ties on the Board of 21 Directors, the Registrar being ex-officio Director,
The Bank has been very fortunate throughout in having Dewan Baha-
dur S. Aravamuda Ayyangar, a distinguished co-operator of Hyderabad,
as its President. It owes its strong financia] position to the able guidance
of its President and his colleagues on the Board of Directors,

Share Capital and Reserves.—The Bank started with a meagre share
capital of Rs. 24,110, but has now Rs. 560,580 under this Kead. It has
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always been the policy of the Bank to increase its reserves to make its
financial position as strong as possible. Therefore it not only sets apart
statutory reserves from its profits but also adds large sums every year
to various other reserves for bad and doubtful debts and for over-due
interest etc. The figures below show the growth of the share capital
and various reserves ;—

Share Capital Reserves

Rs. Rs.

1915 . 24110 —
1920 " .. 3,550,140 22,636
1925 .. 4,87,860 1,10,482
1930 .. 496,610 2,é7,728
1935 .. 497,595 6,26,058
1940 .. 560,580 9,03,172

The following table shows the dividends declared by the Bank from
1915.

Year Dividend declared Year Dividend declared
Percentage Percentage

1915 . 6 . 1929 Coes 634
1916 .. 612 1930 .. 7
1917 . 9 1931 . 6
1918- 1932 - 6

1922 . 10 1933-

1923 . .s 9 1935 .. 7

1924 .. 6 1936-
-1925- 1940 .. 6

1928 . 7
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Deposits.—The financial stability of the Bank has always enabled it
to enjoy great confidence and attract large sums as deposits from public.
The figures below indicate that in spite of reductions in the rates of
interest paid on deposits from time to time, the Bank had never any diffi-
culty in tapping local deposits :—

Interest on deposits

Year  Fixed Deposits For 1 For 2 Current Savings

year years. cct. Acct.
Rs. Per cent  Per cent Rs. Rs.

1915 70,497 5 —_ _— —
1916 1,43,815 5 5% — —
1917 - 3,22,5M1 5 7 — —
1919 8,19,993 6 7 — —
1923 12,07,674 6 7 22,311 10,510
1925 13,48,671 5 6 38,241 14,633
1928 . 21,714,472 5 22 2,19,275 3,111
1930 26,70,283 4% 5 2,37,938 1,08,2i8
1933 28,36,859 4 5 1,44,051 L,¥(6dl
1934 29,15,683 31 4 1,75,166 2,51,807
1936 18,49,101 3 3% 20,07,686 2,84,160
11940 20,19,428 3 32 2,36,566 4,09,238

The rates of interest paid on fixed deposits have been reduced to
21 and 3 per cent for one year and 2 years respectively from 7th July
1940. Central banks and societies have always deposited their surplus
funds in the Bank and, when needed, obtained loans on the security of
such deposits. The rate of interest charged on loans advanced on the
security of fixed deposits is 1 per cent more than that given oo deposits.
The deposits from the central banks and societies totalled Rs. 5,10,857
at the close of the co-operative year 1940, ”

Loans to Central Banks and Recoveries.—The lending rate from the
beginning up to 1924 was 9 per cent. From 1925 to 1928 it was 8 per
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cent, which was reduced to 6 per cent in 1936. From 1940 the Bank is
charging only 5 per cent on all loans advanced to central banks. The
Bank usually advances what are called short-term and intermediate
loans, to be repaid in the first instance within a period not exceeding 3
years, but the Board of Directors may, from time to time, grant exten-
sions considering the merits of each case, provided that the total period
of such extensions shall not exceed 5 years. The Bank did not have any
difficulty in recovering its loans from central banks except in the case of
nine central banks, whose financial position was for some time causing
anxiety to the movement. These were the banks which were the first
to be opened and they were weighed down by losses incurred particu-
larly owing to faulty finance. Such losses were aggravated by the gene-
ral economic depression, which lasted for a number of years. In spite
of offering attractive terms in the shape of rebates and concessions, re-
coveries from members of primary societies were not improving. Of the
total outstandings of Rs. 33-37 lakhs with primary societies, as much as
Rs. 7-80 lakhs was recoverable under interest, while the central banks
owed Rs. 12-02 Iakhs principal and Rs. 3-99 lakhs interest to the Domi-
nion Bank. The Dominion Bank promised that in case the central banks
paid up all their dues, it would grant a rebate of two lakhs, one lakh
under principal and one lakh under interest. The central banks con-
cerned requested the Government for help and HE.H. was. graciously
pleased to sanction a loan of Rs. 15 lakhs, of which 8 lakhs was free of
interest repayable in 10 years, and Rs. 7 lakhs was repayable in 5 years
at 3 per cent interest. Having obtained the loan from Government the
central banks paid up all their dues to the Dominion Bank which, in
turn, granted a rebate of two lakhs as promised from its reserves. Be-
sides, the Bank granted Rs. 35,064 as bonus to those four central banks,
which had taken over and repaid loans that were advanced by the Domi-
nion Bank direct to primary societies. On an average the Bank has
advanced Rs. 47 lakhs every year to central banks for the last 10 years.
The largest sum of Rs. 7-08 lakhs was advanced in 1939.

In addition to the business of co-operative finance the Government
have kindly allowed the Bank to advance loans to Government employees
for house-building purposes. The loan is advanced up to 12 times the
salary of the employee and is repayable in 60 jnstalments at 6 per cent
interest.  Government has undertaken to recover instalments from the
salaries for which the Bank pays 1/12 of the interest recovered. This
loan is subject to the condition that the total amount outstanding in any
one year should not exceed Rs. 10 lakhs. The loan outstanding at the
end of 1940 was Rs. 8,91,655. The average profit that the Bank received
every year for the last 5 years from this business was Rs. 48,000.



248  Tue Inpian Co-oPERATIVE REVIEW (APRIL-JUNE, 1941)

The Bank has purchased a building of its own for Rs. 86,551 and
paid Rs. 2,000 from its profits in 1940 to the Central Co-operative Union
for education and propaganda activities. The establishment charges of
the Bank, on an average, amount to Rs. 12,000 per year, and a fund
called the Provident Fund has been instituted for the purpose of mak-
ing some provision on retirement for the members of the staff. The con-
tribution of each member to the said fund is 1/12 of his salary, exclud-
ing bonus, acting leave and other extra allowances. To the total amount
of the member’s contribution as appearing at the end of the co-operative
year the Bank contributes an amount equal to the total of the member’s
conttibution and allows interest at 6 per cent per annum on the aggre-
gate of the members’ and its own contribution. The total amount of the
Provident Fund of the employees amounted to Rs. 30,552 at the end of
June 1941.

CENTRAL BANKS IN UNITED PROVINCES
Scheme for a Provincial Co-operative Bank

By

B. L. Jaspar,

Deputy Registrar, Co-operative Societies.

There are 70 Co-operative Central Banks in the Province ‘com-
prised of 59 District Banks, 10 Banking Unions and the Mason Co-ope-
rative Federation, at Bara Banki.

Constitution and area of operations.—The District and Central
Banks, which differ between them only in name are wholly of the mixed
type and have individuals as well as societies as their members. The
Banking Unions, on the other hand, are of the pure type and have only
societies as their members. The area of operations of a Banking
Union is smaller than that of a District or Central Bank. In almost all

cases both the classes of banks operate in the same districts but there is
hardly ever any conflict or competition.

Funetions.—Until 1928, supervision and finance were both vested in
the central banks. But they functioned, more or less, as benevolent
mahajans and neglected the more important task of supervision and
educatipn of societies. The United Provinces Co-operative Union was
hence brought into being in 1928 to which the district and central banks
entrusted supervision, education and development of their societies. The
main function of central banks since then has been to raise denosits and
loans and to finance the societies affiliated to them. Of the 70 district and
central Banks 59 have already accepted the provincialisation scheme and
they have become members of the Provincial Co-operative Union. The
remaining banks are gradually falling into line with their sister institu-
tions. In the matter of education of members and training of pancha-
yats. societies under provincialised banks are distinctly superior to those
working under the old system. Collections from societies under pro-
vincialised banks were 75-6 per cent of the demand in 1939-40, as against
53 ver cent in the other case. The cost of supervision is met bhetween
the Union and its constituent members. Central banks meet 55 per cent
of the costs of supervision and the balance is made up by the Govern-
ment grant of Rs. 75,000 for the purpose. In cases, however, where the
central hanke are unable to meet their quota, the Union can and does
reduce the amount.
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Working Capital. —The working capital of central banks according
to the report for the year 1939-40, is Rs. 108-15 lakhs of which the owned
capital is Rs. 40-37 lakhs. The percentage of owned to working capital
thus works out at 37-2 per cent. There are four banks, namely, Gorakh-
pur, Moradabad, Kasia and Banda, with a working capital of over
Rs. 4 lakhs, 17 with a working capital of Rs. 2 to 4 lakhs, 17 with a
working capital of Rs. 1 to 2 lakhs and the rest with a working capital
of below Rs. 1 lakh.

Deposits.—The deposits from individuals, banks and societies
according to figures for 1939-40 are Rs. 53-82, Rs. 3-92, and Rs. 10-28
lakhs respectively. The deposits accepted are mostly for one year. The
central banks have taken full advantage of the present low rates of inte-

rest prevailing in the money market and have effected substantial reduc- .

tions in their rates of interest offered on deposits, thereby enabling them
to lend at cheap-rates to primary societies. The rates on deposit in the
province average 3% per cent and vary from 1% to 6% per cent.

The mahajans were so far reluctant to invest their funds in co-ope-
rative societies as they had other avenues offering very high rates of
interest. In fact, they considered societies as parallel institutions pre-
judicial to their business. With the passing of debt legislation restrict-
ing and controlling rural credit, they are now feeling increasingly shyv
with their old clientele in the villages. This is perhaps the best occasion
for bringing them into the fold of co-operative investors and also for
enrolling them as sympathetic workers from within. The closer
acquaintance with the actual working of co-operative societies will
eradually dispel the suspicion with which they have been viewing them
hitherto.

Advances and Recoveries.—The advances to societies according to
figures for 193940 are Rs. 44-60 lakhs. 'The lending rates in the pro-
vince average 12 per cent and vary from 8 to 12 per cent. The societies
working with their owned capital sometimes make advances to their
members at 6 to 8 per cent. The total demand according to figures for
1939-40; is Rs. 577 lakhs and the recoveries from working societies are
Rs. 42-94 lakhs. The percentage of collections to total demand thus
comes to 73-9 per cent which is the highest as compared with any pre-
vious year. Recoveries from working and liquidated societies com-
bined, according to the figures for 1939-40, amount to 69-2 per cent.
As the following figures will show, the overdues in relation to outstan-
dings have shown a very satisfactory and progressive decrease.

four small banks is at a standstill.
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Percentage of loans
Year.

over due.
1935-36. 492 = TG0 0.
1936-317. 45-8; ( /y
1937-38. a5y Y
1938-39. %1 .. 7 59
1939-40. 31 . %

"

Financial pesition.—The financial position of the central banks in .. | &

the province, on the whole, continues to be satisfactory, despite the fact,
that fourteen banks worked at a loss during 1939-40 and the work of
As a rule central banks have won the
confidence of the public but the small banks find it difficult to raise
deposits at reasonable rates and have to look to other banks for accom-
modation under inter-moneylending arrangements in the absence of a
Provincial Co-operative Bank. In the past, these arrangements worked
smoothly but with the recent development programme they have proved
halting and unhelpful.

Expansion Programme.—The movement has made rapid strides,
both in the credit and non-credit spheres, during the last five years re-
quiring large funds for investments. Until recently, we had single-
purpose societies with a limited membership. Our new societies are
now to be multi-purpose organisations with larger membership. They
will thus have a variety of activities such as credit, marketing, better
farming, better living, on the one hand, and purchase of domestic re-
quirements on the other. A beginning has already been made with the
marketing of agricultural produce and a number of central banks are not
in a position to find adequate funds for financing the operations. Then,
there are ghee and milk societies, societies for cottage industrialists and
industrial stores which all need money for their expanding activities and
find difficulties in having it from central banks.

Scheme for a Provincial Co-operative Bank.—The big drive launched
by the co-operative department on the lines approved by Government
necessitated the early formation of a Provincial Co-operative Bank. A
scheme for establishment of the bank was drawn up in 1939-40 in consul-
tation with the Reserve Bank of India and was discussed in the meetings
of the Provincial Committees of the United Provinces Co-operative
Union. The bank was to have an authorised capital of Rs. 25 lakhs,
divided into 50,000 shares of Rs. 50 each. The issued capital was to be
Rs. 7 lakhs to be paid in full. To start with, it was also proposed to have
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a Land Mortgage Dep;rtment on the Bombay Model as an annexe to the
Bank. Shares of the value of nearly Rs. 3 lakhs were promised by
co-operators and co-operative institutions. Government had approved
the scheme and had provided in the budget Rs. 50,000 for meeting the
preliminary expenses, establishment and other charges of a non-recur-
ring nature. They were further expected to subscribe to a number
of shares and guarantee payment of interest and principal so far as
debentures were concerned. It has, however, not been possible to go
ahead with the scheme for sheer budgetary reasons at the present

© time.

The Unitary Type.—As. the scheme of the Provincial Co-operative
Bank has been postponed for the time being, I would suggest that the
constitution of the proposed Provincial Bank be based on the lines differ-
ent from those laid down in the original scheme. The Bank might be
given the constitution of the unitary type as opposed to that of the affili-
ated one. In other words, the resources of all central banks, including
share capital, reserve and other funds may be pooled together in the
Provincial Bank for due administration. The Board of Directors of the
existing central banks may continue to function on behalf of the Pro-
vincial Bank within their respective jurisdiction. Thus, the Provincial
Bank will command a share capital and reserve fund of over Rs. 40
lakhs taken together at the very inception and attract greater confidence
from the investing public. It will also be easier for it to weather panic
in any particular area without affecting the whole movement. Besides
conferring all the benefits of an affiliated type of Provincial Bank, the
unitary type will, have several additional advantages, such as cheaper
credit, economy of management, greater security for depositors, elimina-
tion of the chances of competition and better dividends ete. Such an
institution will ever be a source of strength to the movement welding
together all the different organisations into a stronger whole and will,
in my opinion, be more co-operative in its texture.

LONG-TERM PRODUCTIVE CREDIT IN AGRICULTURE
Report of the Madras Committee on Co-operation

By

K. C. RAMAKRISHNAN,
University of Madras. -

. Madras has in the last twelve years organised a system of long-term
credit for agriculturists, which has elicited high praise from co-operators
all over India. No Province or State is anywhere near Madras in res-
pect of the number of primary land mortgage banks working (which
are now 120) or in the number of villages where they have financed
landholders (4500 villages are now actually served, but they are meant
to serve in due course 17,250 villages) or in the volume of loans granted
(Rs. 3 crores so far which may rise by half a crore every year) or
in the rate at which debentures are successfully floated by the Central
Mortgage Bank (3 per cent before the War and 3% per cent now) or
in the rate at which loans are granted to ultimate borrowers in primary
banks (5 to 6 per cent and now 6% per cent).

The Vijayaraghavacharya Committee, while fully appreciating this
rapid development of land mortgage banking in Madras in a period of
depression, pointed out that “this has just touched the fringe of the
problem of rural indebtedness”—which for the Province was last esti-
mated at Rs. 210 crores, of which 47 per cent was said to be mortgage
credit. The Committee recommended a five-year plan of expansion of
land mortgage banks with a view to cover the whole Province with at
least 200 banks by 1945 on the basis of at least one bank for every
revenue taluk in the irrigated tracts, and one bank for every two or
three taluks in dry areas like Ceded Districts, which are at present
very poorly served. With regard to the latter, accommodation is sought
from the Famine Relief Fund of the Government, as debentures may
not be easy to float for the duration of 30 to 40 years, which is neces-
sary in a tract where annual repayments cannot be expected on account
of the precariousness of rainfall. Improved irrigation facilities, parti-
cularly sinking of wells and conservation of moisture by dry farming
methods, are advocated alongside of provision of credit, as that alone
‘does not touch the core of-the malady from which the people of these

tracts suffer.?

1. Report of the Committee on Co-operation in Madras, p. 101.
6
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Madras has had the advantage of starting land mortgage banks in
a period of depressioﬁ when prices of produce and vaiues oif land had
already fallen, so that any estimate of repaying capacity was bound to
be low and err on the side of caution. Rights on land too are clearer
in the ryotwari areas of this Presidency than in most of the North Indian
Provinces. The earlier land mortgage banks were almost all organised
in the irrigated deltaic and river valley tracts, where the failure of crops
due to adverse seasons is practically unknown. But it is not merely
these economic and physical factors that account for the phenomenal
success of land mortgage banks in Madras, but the tender care and
constant vigilance exercised by the far-seeing President of the Central
Land Mortgage Bank, the late Sir M. Ramachandra Rao backed by his
colleagues on the Board, and supported by the full sympathy of the
Government of Madras who lent the services of their officers to the
banks and guaranteed the payment of principal and interest to deben-
ture holders which made them Trustee Securities. 'The Legislature con-
ferred special powers on banks for the sale of lands or that of produce
in defauit of repayments.

The working of land mortgage banks in Madras has been fairly
smooth all these years in spite of the warnings uttered by well-meaning
and experienced critics in other Provinces that with age might appear
signs of deterioration. There have been practically no overdues from
primary banks to the Central Land Mortgage Bank though in some
of the primary banks—particularly in older ones—borrowing members
have defauited, which is nothing surprising in a period of unparalleled
depression. Difficulties may arise in foreclosure in villages not ridden
by faction, and it may not be easy for land mortgage banks to manage
or supervise the cultivation of land that falls into their hands. More
disturbing in recent years has been the tendency of several borrowers
to return far in advance of the period of maturity the loans that had
been taken presumably for twenty years. The whole scheme of long-
term credit is bound to be upset and the problem of finding profitable
investment for advance collections far in excess of the requirements
of the sinking fund will grow more acute, if more borrowers thus trifle
with the system of long-term credit. This is an aspect of working of
land mortgage banks which has not received adequate attention at the
hands of the Committee.

st

A fundaméntal defect in the working of the land mortgage banks
in Madras is, as the Committee themselves say; “practically all the loans
advanced to the banks are for the purpose of discharging old debts of

-
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borrowers.” The by-laws provide for the grant of loans not onmly for
the redemption of mortgages and discharge of prior debts but also for
the improvement of land and methods of cultivation and for the pur-
chase of land in cases where the members can round off their holdings
and work them economically. It is not clear to what extent, if at all,
loans have been given for such purchase of land. In advanced agri-
cultural countries purchase of land was a common, or even the domin- -
ant, purpose for which loans were granted by land mortgage banks. In
fact- many of the banks were organized, particularly in Eastern Europe
after the last Great War, to enable the tenantry to acquire by purchase
of land an independent status and the facilities to work the land more

"intensivelv to their own profit.2

It is not as though the Madras ryots were averse to purchasing land,
if an opportunity was offered and loans could be had. Not only in the
boom period after the last war, but even during the dreadful depres-
sion hetween 1930 and 1937 when enquiries were made by Resettle-
ment Officers in select villages it was found that the percentage of loans
for purchase of land to total loans was 64 in Salem hill villages, 44 in
the southern taluks of Salem, 42 in Guntur delta, 35 in Guntur uplands
and 30 in Nellore delta3 Perhaps many of these were cases of mere
land grabbing without any thought of economic returns and few were
genuine cases of acquisition of land for making the holding economiec
or compact. It would have been helpful if a detailed enquiry had been
made of this phenomenon and recommendations framed. But the
Committee content themselves with the halting conclusion: * There
may be, and there probablv are, special cases where a bank may be
justified in giving a loan for purchase of lend; such cases can be decided
on their merits. But in present circumstances we refrain from making
a general recommendation.”

Any scheme of consolidation of holdings would entail the need for
payment of cash on the part of some to others and would also make it
worth while for improvements to be effected on the consolidated hold-
ings such as sinking of wells, putting up enclosures etc. The Committee
on Co-operation found fragmentation and subdivision of holdings in
the Province ‘noticeable’ but they echoed the long familiar official view
that “ the problem in Madras has not been acute, and consequently no

2. Report on Systems of Agricultural Credit and Insurance by L. Tardy,

p. 5.
3. Report of the Committee on Co-operation, p. 74.
4. Ibid, p. 107.
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widespread desire for the consolidation of holdings and for capital to
finance the process of consolidation.”?

After an examination of all the data made available to the public
by the Board of Revenue and other bodies, we feel that there has been
no adequate enquiry, official or non-official, on the fragmentation of

_ holdings over any wide area in the Presidency. There is no use rely-

ing on impressions or inferences drawn from isolated investigations.
The inadequacy of data collected so far and the apathy of the Provincial
Government in the matter were commented upon by Mr, K. G. Ambe-
gaoker, Officer in charge of the Agricultural Credit Department of the
Reserve Bank of India, in the course of an able paper surveying the
situation in different provinces. He observed “ the lack of exact know-
ledge regarding the extent of fragmentation is mainly responsible for
the apathy towards consolidation. The first duty of the investigator is
therefore to obtain such information by actual investigation on the spot
where the Government does not admit the evil.”¢

Lending for the clearance of prior debts has no doubt the sanction
of tradition, much more than that for agricultural improvements, in

 land mortgage banks in western countries. Nicholson pointed out that

the European peasant wanted long-term credit not so much for the
improvement of land or of agriculture, but for the purchase of land,
paying off co-heirs, clearance of usurious debts.” The German Lands-
chaften and other mortgage banks were, according to J. R. Cahill,
granting long-term credit without requiring any declaration of the pur-
pose of the loan. There were other institutions—Land Improvement
Funds, Land Improvement Annuity Banks, Provincial Aid Banks,
Imperial Insurance Institutions—which granted credit for specific land
improvement or farm buildings. There were also Rent Charge Banks
which granted loans for the creation and equipment of small holdings,
especially organised for those who wished to redeem burdens or servi-
tude which still attached to the possession of their holdings. However,
the loan transactions of these improvement or equipmenf banks were
insignificant by the side of those of the Landschaften® It is not merely
the attitude of mind of the peasant that accounts for small loans fo‘r
improvement of land. The fact is that in older countries most of the

5. Ibid, p. 105.

6. Proceedings of the First Conference of the Indién Society of o
Economics, 1940, p. 32. y of Agricultural

7. Report on Land and Agricultural Banks, Vol. I p. 43,
8. Agricultural Credit and Co-operation in Germany, pp. vi-viii.
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land would have been already improved by generations of farmers in
the past and the scope for improvement is much less than in newer
countries.

It is not, however, quite correct to say, as Nicholson said, that in
few of the European countries, in which he included Denmark, “does
agricultural improvement find any place as a cause of indebtedness, ex-
cept in so far as the pressure of population and foreign competition are
forcing intensive cultivation and hence the purchase of machinery,
manures and seeds” and that “it is a grave error to suppose that he (the
Furopean peasant) any more than his Indian confrere is thirsting after
credit with a view to land improvement.”® We find Mr. C. F. Strick-
land, writing after a visit to Denmark etc. 30 years later, expresses
quite a different view. Increase of rural population led to a further
break-up of the estates, and in order to facilitate the transfer of land
the Danish Land Mortgage Credit Associations were founded from 1851
onwards, when the agricultural revival of Denmark really began. “The
object for which a Dane horrows is usually the purchase or develop-
ment of property. For this purpose the associations are originally
created and in its fulfilment they have become extremely popular and
useful,” Fifty per cent of the Danish farms are under mortgage, and
no strenuous effort is made to pay it off, since intensive cultivation
involves the outlay of a relatively large capital per acre snd a mort-
gagor is enabled both to buy 2nd to work a larger farm than his unaided
means would place within his reach. Advances for other obiects are
given, but less frequently.10

We learn that the Federal Land Banks of the United States,
organised as late as 1916, have been advancing long-term loans,
for periods of 5 to 40 years at the option of the borrowers, up to 50 per
cent of the value of land and 20 per cent of the value of improvements
on it. Loans have been limited to the following purposes:— (1) for the
purchase of land for agricultural purposes; (2) for the purchase of
equipment, livestock ete.; (3) for the improvement of farm-land and
building of farm houses; and (4) for liquidating old debts incurred for
agricultural purposes. There were, no doubt. a large number of fore-
closures in the depression period following the post-war boom, which
was inevitable under any svstem. But the Federal Land Banks have
undoubtedly helped in improving farming practices. They have tried to

9. Report on Land and Agricultural Banks, Vol. I, p. 43.
10. Studies in European Co-operation, Vol. II, pp. 25 and 41,
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educate farmers to better agricultural methods and “in many cases to
enforce their suggestions by making them a condition for the granting
of loans.” They insisted on measures against erosion and the like.ll

Professor J. P. Niyogi seems to question the wisdom of the princi-
ple laid down by the Agricultural Credit Section of the Reserve Bank
of India that the main purpose of long-term loans raised on the security
of land should be the improvement of the land itself. He cites authority
to show that even in the United States, ‘ the home of progressive farm-
ing,’ of the loans granted by the Federal Land Banks from their incep-
tion upto the end of 1930, as much as 77 per cent was for the repayment
of old debts and only 8 per cent was for improvements.!? The fact is
that in the United States from the very year of the inauguration of the
land banks in 1917, agriculture has had to pass through one crisis after
another: the boom in prices of produce and land values in 1917 to 1920,
the decline in prices from 1920 to 1925, the collapse of prices
thereafter, the fitful recovery since then as a result of gigantic schemes
of rehabilitation. All these introduced such rapid and drastic changes,
which a long-term credit institution would not be able to face, without
deviation from principles laid down for the long run. Stabilisation of
status or at least rehabilitation after fall had to be undertaken as the
foremost duty of the land banks and other credit institutions which
cropped up one after another in quick succession and they, on the
whole, reduced the debt burden of many of the farmers, on an average
by 50 per cent, as is shown in a recent contribution on Agricultural
Credit in the United States by E. C. Johnson of the Farm Credit
Administration. After reviewing the policies and practices followed in
the past in extending credit to farmers he observes; “it is obvious that
too much attention has been paid to the value of the collateral securing
a loan, and insufficient attention given to analysing the income of th;
farmer as an indication of his ability to repay the loan. This emphasis
on collateral has resulted in excessive lending during periods of rising
prices and in difficulties during periods of low prices, when debts became
a heavy burden.” He concludes “more careful analysis by creditors of
applications for loans to determine whether the funds desired can be
used to advantage and can be repaid from farm carnings will do much
towards developing a more stable agricultural si‘cuation.k”13 The experi-

ments in lone-term credit in the TInited States offer indeed as much a
warning as an example.

11. Belshaw, H., Provision of Credit in Agriculture. p. 149.
12. The Co-operative Movement in Bengal, p. 168.
13. Year-Book of Agriculture, (U.S.A.), 1940, pp. 752-4.
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Dr. C. R. Fay says that © morigage-banking should be hignly selec-
tive. kven if 1t is used in part to pay off prior debts, he urges, the
borrower should be required to give evidence that the redemption will
lead to the improvement of the land.”!* There are surely some vital
differences between the prior debts of members in our mortgage banks
and those of their confreres in western countries. Most of the prior
debts of the latter were due to the purchase of land, sometimes at boom
prices, and its improvement, while our ryots have borrowed more for
marriage and other festivities, house building beyond their means, liti-
gation, and recently for local election expenses, though the returns for
the latier are difficult to get. A frank and full analysis of the causes of
prior debts which are being redeemed by our land mortgage banks may
be revealing. Students oi the subject would also like to know how far
land mortgage banks have helped the actual owner-cultivators instead
of the land-owners, who do not farm the land themselves or even super-
vise it.

Sir George Bracken, Finance Member of the Government of Madras
in 1936, expressed grave doubts as to the utility of the single purpose for
which almost all the loans were granted by land mortgage banks in our
Province. He said “ Let us be under no iliusion. 'The remedies we are
attempting are in the nature of palliatives, rather than final solutions.
The consolidation of debts as long-term mortgages on easy terms is, of
course, a very real benefit to the debtor. But the debt or most of it
remains and much of the debt is, I fear, of an unproductive nature.
That, I am afraid, is a weak spot in the present working of land mort-
gage banks, that so much of the money lent is for past debts of an un-
productive character, and so little for financing productive expenditure,
such as land improvement, consolidation of holdings and so on”.15
Nearly five years have passed since these words were uttered, and yet
with the best of intentions few or no loans have been granted for the
improvement of land or its equipment.

II1

The public thought that the legal doubt whether a loan advanced
for effecting improvements on land could bind the sons and other co-
parceners of the borrower in a Joint Hindu family had been cleared by
the legislative protection given in Section 32 of the Madras Land Mort-
gage Banks Act (1934). “The improvement of agricultural land or the

14. Co-operation at Home and Abroad, Vol. II, p. 380.
15. The Indian Co-operative Review, 1936, p. 721.
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methods of cultivation shall not be regarded as purposes not binding
on a member of a Joint Hindu Family.,” To our amazement we are
now told by the Committee, and a few who have answered the ques-
tionnaire on the subject, that the legal difficulties in the way of pro-
ductive loans still persist, and that the Section does not afford adequate
protection to lend for the purpose and that further amendment is neces-
sary.)6 We trust that this will be done at the earliest opportunity the
Provincial Legislature gets, as there is an amount of goodwill all round
on the question of land and agricultural improvements.

A more serious impediment, however, is the system of equal inherit-
ance of land among the sons in Hindu families (and also among daughters
in Mohammadan families) which has resulted in excessive sub-division
and fragmentation of holdings. If no holding can be safe from such a
break-up for twenty years at a stretch, it is vain to lavish long-term
credit on the improvement of the holding. We can understand, in the
circumstances of our country, the reluctance of the Committee on Co-
operation to recommend the extension of the duration of mortgage loans

from twenty to thirty years. For, apart from the lack of attraction of

thirty year debentures to the investing public, the Committee had a
natural fear that “ to lend for so long a period may result ultimately in
endless difficulties with coparceners and the like."7

The demand for genuine land improvement loans has indeed been
very limited, not only among members of land mortgage banks but
also among others in this country, partly because of the laws of inherit-
ance, and partly because of general apathy and ignorance of the scope
and facilities for improvement. The Royal Commission on Agriculture
pointed out that “while there is some demand for facilities to repay
old debts or redeem mortgages, there is no very strong demand for long-
term money for land improvements. Land mortgage banks will neither
fill a gap nor meet a long felt want....... their greatest service may be
the lowering of interest to a level which will bring many improvements
within the class of productive works.”8 In connection with the working
of the Land Improvement Loans Act, Local Governments were said to
have been willing to provide more funds if there was a real demand for
such works.” There was, no doubt, avoidable delay in the enquiry

16. Report of the Committee, p. 123. Evidence tendered by the Madras
Provincial Co-operative Bank and Mr. M. Giriappa, Val. II of Replies to Ques-
tionnaire, pp. 715 and 724.

17. Report of the Committee, p. 108.

18. Report of the Commission, p. 466.
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before granting loans, some leakage before the funds lent reached the
borrowers and there was some rigidity in the recovery of ipstalments
due, inevitable in any system of state administration.!® But these were
not the only reasons for the failure to have greater recourse to state
loans for land improvement. The Commission came to the conclusion:
“ what is lacking is not so much capital for land improvements as ideas
for utilising it for productive purposes.”

The Land Improvement Loans Act recognised a wide variety of
purposes for which long-term loans could be granted ; reclamation and
clearance of land, enclosure, construction of wells, tanks and drainage
works, and such other works as the Local Government may notify from
time to time. Apart from inertia and initial difficulties, often insuper-
able, there is an element of gamble in the undertaking of some of these
works, which is one reason why only a few resort to these loans. On
the other hand, recovery is bound to be rigid whether the project suc-
ceeds or not. The officers of the Revenue Department, to whom has
so long been entrusted the work of administering the Land Improvement
Act, have not exerted themselves in any marked degree to popularise
these loans. It may be that these overworked officials are not to blame
for the inconsiderable sums granted as loans every year. We indeed
expected that they would be anxious to be relieved of the responsibility.
The Board of Revenue, however, in their evidence to the Committee on
Co-operation clain still that ‘the Revenue Department is the best
agency for administering the improvement of land’ and say “no other
agency need have anything to do with them.” It is their view that if
land mortgage banks were to enter the field “there may be an over-
lapping of securities”? which should be avoided. This is an amazing
attitude to take for a Department which has done so little in the past
to promote land improvements and is itself technically ill-qualified to
advise the ryots. It seems to view the move of the land mortgage banks
to lend for land improvements, on well-ascertained technical advice, as
an encroachment on its own legitimate field. The Committee on Co-
operation have paid little heed to this viewpoint but recommended that
the grant of loans by the Government (i.e. the Revenue Department)
should not be encouraged in areas adequately served by land mortgage
banks.2l The latter, however, must not stop with expressing goodwill
and doing little. An active enquiry must be made of the scope for
such improvements and loans granted to the really capable ryots.

19. Report of the Madras Banking Committee, p. 97,
20. Evidence, Vol. II, p. 723.
21. Report, p. 106,

[
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It is a pity that on a very vital subject, the reclamation of cultivable
wastes, we have so little precise data on either tne quantitative or gquali-
tative aspects, in spite or the increasing pressure of population ou tne
soil and the imperative need to extend the area of culuvauon. 'Lhe
illusions about vast areas of culiivable wastes would considerably dec-
line with the knowledge ihat the ngures have been derived by mere
subtraction of the other classes of land trom the total area; and they
represent “unassessed wastes’ which may or may not be cullivabie,
Many of these pieces of so-called cultivable wastes lie scattered in irag-
menis not fit to be tackied by modern methods of reclamation by macni-
nery and not amenable to control by one agency. ‘lhe Commitiee on
Co-operation observe in connection with agricultural colonisauon on a
co-operative basis, that “most of the land wnich is really fit tor cuiiiva-
tion but unoccupled is limited and is 1n tracts where exiensive and
expensive reclamation is needed.” Cultivable wasles also remain in
the hands of private owners unused, because of malaria or or ravages
of wild animals or want ot transport. ‘The most important limutaiion
in tropics is the scantiness of rainfall or other methods of irrigation,
"The first of the recommendations of the Committee as regards reclama-
tion and colonisation is an intensive investigation, at least in districts
where large blocks of cultivable land are available for assignment. 'Lhey
also recommend that the Government should undertake at its own ex-
It:;:nsle alithe measures necessary to make the land fit for cultivation and

e locality fit for habitation including the provision of r ildi
of dispensaries, and that assignment of land :hould be mad(;a’?j ’c:-ur::)ilrl:
tive societies and not to individuals.?2 We are not sure whether any
Government will in the near future undertake this multifarious res-
ponsibility and convert itself into not merely an owning but an improv-
ing landlord. But where the proposition is attractive to individuals
with some daring and enterprise and expert opinion is favourable, land
mortgage banks may venture to give long-term loans for reclamati;n.

In connection with the sinking of wells, which is the most popular
form of land improvement in this Province, a number of careful
enquiries are called for. The Royal Commission on Agriculture sug-
gested an enquiry as to “why the pace of improvement is so slow
why more wells are not being sunk in areas in which they are said tc:
be profitable ; or, to put it differently, why the wells sunk last year
were not sunk five or fifteen years ago”.® As regards wells to be
sunk, it is necessary to examine how far “ the difficulty of the cost of

22. Ibid, p. 286.
23. Report, p. 428.
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construction, the tenure on which the land is held, the fragmentation
of holdings, disputes among co-sharers, the uncertain return on capital
invested and the power available for lifting water—all these have
either -alone or in combination proved limiting factors.”?* Systematic
surveys of sub-soil water supplies, which will enable more definite and
refiable advice to be given on the probabilities of finding water are
long overdue. Again, on the subject of lifting water for irrigation
from wells, the relative economies of bullock-power, of oil or gas and
of electricity in particular circumstances should be carefully studied
and correct advice on the utility of installation of power-machinery
should be made available to parties and to the land mortgage banks
which are disposed to lend for the purpose.

. The economic prospects, as well as the technical possibilities,
should be investigated of the conversion of arable land, dry or even
wet, into ‘ garden land’ where horticultural products could be raised,
for which there is a slowly growing market in the country. If the land
mortgage banks lend funds for the growing of tree crops, like the
cocoanut, the cashew nut, the mango and citrus varieties, they should
not insist on the payment of equated instalments from the very first
year. Repayments should begin at the end of two or three or even
five years and instalments too may be graduated so as to grow with the
possible growth in income.

The duration of the loan need not be as long as twenty years in
all cases ; for the income varies with the nature of each purpose and
the circumstances of each individual borrower. There is nothing
scientific or sacrosanct in the twenty-year period, though we agree
with the Committee that in this country it is better not to extend
it beyond twenty years for reasons already stated. There is no reason

“why it should not start from five years and go up to twenty years, even

as such variation is permitted by land banks not only in foreign
countries like the United States but in other Provinces in India. The
Committee have ably argued the.case for medium credit, extending
from three to five years and in exceptional cases to seven years. Here
is a gap to be filled between 5 or 7 years and 20 years. They recom-
mend that land mortgage banks may fill the gap and lend from
6 to 20 years, floating debentures for periods of 5, 10, and 15 as well
as for 20 years.?s This would incidentally solve the problem of finding
profitable as well as dependable outlets for the collections received

24, Ibid, p. 347.
25. Report, p. 108.
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from borrowers every year of repayments of principal instalments,
which have had to be invested in securities with fluctuating market
values and fetching lower rates of interest than those payable
on debentures.

The provision of credit for such intermediate periods may help to
establish dairy farming on business-like lines.  There is no doubt
that there is a growing unsatisfied demand for dairy products not only
in the populous urban centres but in comparatively flourishing rural
tracts. 'The purchase of first class dairy animals and the equipment
needed to maintain them require credit not so much of the short or
long-term types but of the intermediate type for five to ten years.
Specialisation in dairying may be ruled out in most cases in
this country ; but mixed farming with dairying as one of the limes is
better suited to our conditions of cultivation and consumption. Land
mortgage banks will be rendering a great service to the country and
to the agriculturists by undertaking in earnest the financing
of improved dairy-farming and the marketing of milk and milk products
after hygienic handling and scientific processing. Of all the agricul-
tural processing industries in western countries, it is the dairy industry
into which co-operative organisation has penetrated farthest. The dairy
industry in India may not develop on the same lines; but investment
in livestock, farm land and farm building, and processing machinery
will all be needed, and long-term credit will be necessary for such
development. May we not look to our good land mortgage banks to
help in building up a rational dairy industry suited to the country’s

needs ?

THE MADRAS CO-OPERATIVE CENTRAL LAND MORTGAGE
BANK

By
Rao Banapur C. Gorar MEnoN, A.LB. (Lowp.)

Several schemes for raising long-term capital and the issue of long-
term loans were considered by the Government of Madras and the Co-
operative Department from time to time. But no definite conclusions
were arrived at for some reason or other. It was in the year 1925 that
a scheme for starting primary land mortgage banks in the Province was
sanctioned by Government. The main features of the scheme were:
every primary land mortgage bank was authorised to issue 20 year
debentures to the extent of 8 to 10 times its paid up capital, fixation of
the maximum loan for an individual at Rs. 1,000 with a further restric-
tion that it should not exceed 50 per cent of the market value of the
mortgaged land, and the appointment of the Registrar of Co-operative
Societies as Trustee of the banks to see that the obligations to the deben-
ture holders are fully carried out. To encourage the investing public
to purchase these debentures the Government undertook to purchase
these debentures to the extent subscribed for by the public up to a
maximum of Rs. 50,000 in each bank. Two such land mortgage banks
were started in 1925 and by June, 1927 there were ten land mort-
gage banks in the Province. Two or three of these banks were able to
raise some money by way of debentures, while the rest could raise little
or no money and remained practically dormant. It was felt that other
arrangements had to be made if the scheme for supply of long-term
co-operative credit was to be made available to the ryots of the province.
A meeting of the representatives of the existing land mortgage banks was
held at the office of the Registrar of Co-operative Societies on 14th Nov-
ember, 1927. This meeting was attended by the members of the Com-
mittee on Co-operation presided over by Mr. Townsend, who were then
holding their enquiry into the state of the co-operative movement in the
province. The meeting agreed that in view of the impossibility of get-
ting adequate funds by offering debentures locally even at 7 per cent, a
Central Land Mortgage Bank at Madras should be formed with an influ-
ential directorate to float debentures on the assets transferred by pri-
mary land mortgage banks and to finance them. The main features
agreed upon at the conference were that the Co-operative Central Land
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Mortgage Bank, should be composed of primary land mortgage banks as
well as individual share holders, that the working capital of the Bank
should be twenty times the share capital and reserve fund, and that there
should necessarily be a Trustee to the Central Land Mortgage Bank, to
look after the interests of the debenture holders. The meeting felt that
the mere formation of a central agency may not attract enough capital
and decided to request the Government to guarantee interest on all
debentures issued during the first five years, for the full period of such
debentures or in the alternative to take debentures at least to 50 per
cent of its requirements. It was further agreed at the meeting that the
Government should continue the inspection and audit work in the initial
stages.

The Royal Commission on Agriculture also stated that “the system
of issue by separate land mortgage banks would invariably result in a
number of small institutions flooding the market with competing issues,
control would become difficult, the security offered would be low, the
interest rate would be forced up in consequence of this and the com-
petition from purchasers and there would always be the danger that the
whole system of debentures would be brought into disrepute by the
mismanagement of a single institution”. For these reasons, among

others, the Commission recommended that the formation of a Central -

1.and Mortgage Bank was an imperative necessity. The Townsend Com-
mittee recommended that the main features of the proposed Co-operative
Central Land Mortgage Bank, should be, that the bank should be com-
posed of non-borrowing individual members and primary banks, that the,
raising of working capital should be by the issue of debentures only
which should be secured on the floating charge on all the assets of the
' Central Land Mortgage Bank, that the bank should give loans only to
land mortgage banks and that provision should be made for the disposal
of collections either by the creation of a sinking fund or by the bank
purchasing its debentures at par in the open market or by periodical
redemption of debentures by drawing of lots after due notice. Based on
the recommendation of the Townsend Committee and as a result of the
discussions held by the Minister in charge of Co-operation with the Regis-
trar and prominent co-operators, the Government of Madras sanctioned
the formation of a Central Land Mortgage Bank and obtained the per-
mission of the Legislative Council by a resolution passed on the 17th
October, 1929 to guarantee interest at 6 per cent on debentures issued by
+he Central Land Mortgage Bank in the first five years, up to a maximum
of Rs. 50,00,000, The Government also deputed two Deputy Registrars
and ten Sub-Registrars to look after land mortgage bank work. The
Madras Co-operative Central Land Mortgage Bank was thus registered
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on the 12th December, 1929 and was authorised to commence transac-
iions irom that day.

Membership and Share Capital.—Under the the bylaws the member-
ship ot the Bank is open t0 individuals and primary land mortgage banks.
1n 1934, the bylaws were amended to enabie the Government or idadras
to take shares and become a member of the Bank. The Government
{ook nve shares and are transferring two of them to one of the two per-
sons nominated by them to the Board ot Directors of the Bank.

In the original bylaws the authorised share capital of the bank was
fixed at Rs. 10,00,000. It was recently raised to Ks. 20,00,000 made up
of 20,000 shares of Rs. 100 each, fully paid up. The bylaws originally
aliowed an individual member to take shares up to an extent of Rs. 5,000.
In 1934, the maximum holding of an individual was limited to shares
of the value of Rs. 2,000, There was no restriction as to the number
of shares that a primary land mortgage bank may take in the Bank. But
under the subsidiary bylaws every bank is required to take at least one
share for every sum of Rs. 5,000 it borrows trom the bank. A statement
showing the number of members and share capital on the 30th June
every year since the bank was started is appended. The paid up capital
of the bank on 30th June, 1941 was Rs. 9,35,100.

Management.—The original bylaws provided for a Board of Directors
consisting of 12 members, 5 directors elected by individual share-holders,
5 directors elected by representatives of member banks, the Registrar of
Co-operative Societies—Ex-officio—and one individual member nominat-
ed by him. The number of members of the Board was raised from 12 to
15 in 1934 and later to 18. The present Board consist of 18 members,
6 members representing individual share-holders elected by them, 9 re-
presenting primary banks elected by representatives of share holding
banks, one individual share-holder and another person nominated by
the Registrar of Co-operative Societies, and the Registrar of Co-operative

. Societies, Ex-officio. The first set of directors were nominated by the

Registrar of Co-operative societies. Dr. S. Swaminathan, Bar-at-law,
was elected President, Mr. (later Sir) M. Ramachandra Rao, Vice-Presi-
dent, and the writer of this article as the Treasurer. Dr. Swaminathan
died soon after and Sir Ramachandra Rao was elected President on 5th
January, 1930. On 16th July, 1930 the nominated Board went out of

office and the first clected Board took charge on that date. Sir

M. Ramachandra Rao held the office of President from 5th January,

- 1930 to 16th May, 1936, when he died. Sri T. A. Ramalingam Chettiar,

then Vice-President, was elected President and continues to occupy
this responsible office. The writer of this article has continuously been
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the Treasurer of the Bank except for a short period when he held the
office of the Vice-President.

The sanctioning of loans and other day-to-day administration of the
bank is carried on by an Executive Committee constituted by the Board
consisting of the President, the Vice-President, the Treasurer and two
more members of the Board and the Registrar of Co-operative Sociclies.
If either of the Registrar’s nominees is not on the Executive Committee
the Registrar nominates one of them to the Executive Committee when
it consists of seven members.

Procedure in the grant of loans.—The primary object of the Bank
is to finance land mortgage banks in the Province. The objects for
which the latter lend monies to their members are: redemption of
mortgages on agricultural land, the discharge of prior debts, the
improvement of agricultural land and methods of cultivation and the
purchase of lands in special cases to round off one’s holding. For secur-
ing a loan from a primary bank a member has to apply to the bank in
the prescribed form giving all details of his assets and liabilities, and
file documents of title to the property to be mortgaged. The super-
visor of the bank and a director deputed for the purpose, inspect the
fields and draw up a report assessing the value of the land with refer-
ence to sale values of neighbouring plots in recent times and actual
state of yield from the proposed hypotheca. The capacity of the appli-
cant to repay the loan from his income after payment of kist and meet-
ing other expenditure is assessed. An encumbrance certificate in res-
pect of the proposed hypotheca is obtained. The documents of title,
the encumbrance certificate, the reports of the supervisor and the direc-
tor are then sent to the legal adviser of the bank who prepares a re-
port on the validity of the borrowers’ title to the lands, After the
legal adviser’s report is received, the whole file is handed over to the
Co-operative Sub-Registrar in charge of the Bank, who investigates
every detail, inspects the lands personally, assesses the value of the
land and repaying capacity and gives a report on the desirability or
otherwise of sanctioning the loan. The Board of Directors of the pri-
mary bank then sanction or reject the loan. All applications sanction-
ed are sent to the Deputy Registrar for Land Mortgage Banks who
forwards them with his recommendation fo the Central Land Mortgage
Bank. The title and other details are checked in the office of the Cen-
tral Land Mortgage Bank and placed before the Executive Committee
of the Bank. On receipt of intimation of sanction, the primary banks

obtain mortgage bonds from the applicants and assign them to the Cen-

tral Land Mortgage Bank. The bonds are verified in the Central Land
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Mortgage Bank and loans disbursed to the primary panks, who 1n turn
disburse them to the borrowers. :

Loans are sanctioned up to 50 per cent of the estimated value in
respect of wet and well-aided lands, 20 to 30 per cent in the case of
systematically cultivated rain-fed lands. The lands are revalued every
year in order to see that the loan continues to be adequately secured.

It took time for the primary banks as well as the applicants for loans
to understand the reqtiirements of the Central Land Mortgage Bank
before it could sanction a loan. 'Lhe rigid standard set up in the matter
of valuation of properties and estimation of repaying capacity lelt many
applicants and the primary banks disappointed. The Bank was started

" in the wake of the world economic depression, when prices of agricul-

tural produce and of land weré tumbling down. Agriculturists who
were thinking still in terms of the pre-depression period felt that the
Bank was unduly hard in the matter of valuation and estimation of re-
paying capacity. The investigation of title, which required that the
applicant should file all documents cited in the encumbrance certificate
in the last 24 years, was another source of irritation and the cause for
great delays. The bank was accused of abnormal delays in the sanction
of loans. It took some years even for persons who ought to have known
better to understand that, having regard to the nature of the business
and the character of the institution it was not possible to relax the con-
ditions for speedy sanction of loans.

Progress in Transactions.—When the Central Land Mortgage Bank
was organised, there were only a few primary banks which were acti-
vely functioning; all the others were in a dormant condition. It took
time to resuscitate some of them and start more in other areas. So the
loan transactions of the Bank developed slowly in the first few years
but rapidly increased thereafter as is shown in the following table.

Year. Amount disbursed Year. Amount dishursed
(Frem July to June) by the C.L.M.B. (From July to June) by the C.L.M.B.

Rs. Rs.
1929-30 42,200 1935-36 31,96,490
1930-81 5,04,490 1936-37 39,18,115
1931-32 6,44,060 1937-38 35,79,185
1932-33 10,80,975 1938-39 58,52,865
1933-34 14,77,635 1939-40 42,81,940
1934-35 19,99,960 1940-41 40,77,760
3,08,35,675
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The disbursement of loans during the year 1938-39 reached the
record level of Rs. 58,52,865. In December, 1937 the Congress Govern-
ment published the Agriculturists Relief Bill providing for scaling down
of the debts of agriculturists. As the bank was largely lending for re-
demption of prior debts and as the prior debts were affected by the
proposed legislation, the bank had to suspend operations till the bill
became law in March, 1938. The amount due by each applicant had to
be ascertained as per the terms of the Act. The revision of the
amounts and obtaining the consent of creditors to accept the amount
as scaled down under the Relief Act took some time and so there was
~a fall in the business in 1937-38 when compared with the business of
the year 1936-37. The accumulated applications of 1937-38 and the
large influx of applications from agriculturists who wished to take
advantage of the Relief Act and pay off their dues to the former credi-
tors accounted for the great increase in the business of the bank in
1938-39.

Prior to the outbreak of the war in September, 1939, the oani
cxperienced some difliculty in finding the requisite tunds for its crans-
actions by issue of debentures. Those were days when the loans or
the Commonweaith of Australia and ot the London County Councii
proved to be great failures. On the outbreak of the war in Sepiem-
ber 1939, the Government of Madras, which had been giving tempo-
rary accommodation to the Bank for issue of loans to be repaid on
flotation of a debenture loan by the bank, intimated their inability to
continue the accommodation any further. ‘L'he Bank raised its bor-
rowing rate on debentures from 3 to 32 per cent. ‘There was good
response to the debentures and the Government agreed to continue
L‘n.e accomunodation. ‘lhe settlement oi these problems took tarce to
four months and till they were settied, the Bank suspended issue of
new loans. On resumption of business the Bank decided (o jssue loans
upto a maximum of Rs. 5,000 to an individual. Previously loans upto
Rs. 10,000 had been issued in select areas. But these were disconti-
nued as it was felt that it was better to serve a larger number of
lower and middle class farmers than a few big landlords. This policy is
partly responsible for the decline in the loan transactions in the years
1639-40 and 1940-41.

Purposes of Loans.—The purposes for which land mortgage banks
can lend have been referred to above. So far the bulk of the amount
has been }ent for redeeming prior debts. These prior debts had been
incurred for all sorts of purposes including purchase and improvement
of land, marriages, education and litigation. The question of issue of
loans largely for purposes of improvement of lands has been engaging the

Mabras Co-oPERATIVE CENRTAL LAND MorTGAGE BANK 271

attention of the Board for some time. The issue of loans for this purpose
bristles with a number of difficulties. The nature of improvements
should be approved by proper authorities and the improvements effected
have to be properly estimated. The co-operation of the Departments of
Revenue, Irrigation, Industries, Agriculture, etc.; is necessary, if it is to
prove a success. The Board has recently resolved to approach the con-
cerned departments for co-operation and to issue loans for land improve-
ment. The real success of land mortgage banking in this Province will
be achieved when the Bank is able to finance land improvement schemes.
Apart from increasing the repaying capacity of members it is bound to
add to the agricultural wealth of the country.

Cases have arisen where members, who have taken loans some
years ago and cleared their then existing debts, have again applied for
loans for clearance of debts incurred after the loan was taken. The
security offered in some cases was land other than the hypotheca. The
purposes for which debts were incurred again ranged over the whole
field referred to above. The Board considered that there should be
some restriction in the sanction of second loans and decided that they
may be granted only for the following purposes: —

(1) All land improvement including irrigation facilities and others
mentioned in the Takavi Manual, growing of fruit trees and planta-
tions and installation of machinery, (2) Building of granaries and
tobacco barns, (3) Purchase of land to round off holdings and (4)
Txtraordinary demands such as those due to famine or floods.

Margin and Sinking Fund.—From its inception the Bank retained
a margin of one per cent between its borrowing and lending rates. The
primary banks charged their borrowers onc per cent above their bor-
rowing rate so that the ultimate borrower was charged two per cent
over the rate at which the Central Land Mortgage Bank issued its deben-
tures. When the Central Land Mortgage Bank paid high interest rates
on its debentures, the borrowers had to pay 6 to 8% per cent on their
loans. On the redemption of the high interest beszring debentures the
banks were asked to reduce interest on those loans to the uniform rate
of 6 per cent. When the Bank was able to still further reduce its inte-
rost rate on debentures to 3% and 3 per cent, the ultimate borrowers
were charged 5% and 5 per cent on the respective loans.

Towards the end of 1937, on the advice of the Reserve Bank of
India; the Government urged on the Bank the need for increasing the
margin between its borrowing and lending rates to the ultimate borrower
to 216 per cent and reduce the rate of dividend to one per cent above
the rate at which the dehentures were issued last in that vear. to enahle
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the bank to speedily build up its reserves. After a good deal of dis-
cussion the Bank agreed in April 1938 to the above two conditions.
Thereafter the margin between the borrowing and lending rates to the
individual borrowers was increased to 2% percent. In March 1941, the
Government again insisted that the margin should be increased to
3 per cent. The Board agreed to this also and the increased margin
has come into force in May 1941. The present borrowing rate of the
bank is 3% per cent, its lending rate 5% per cent and the rate of
interest charged by the orimary banks to their borrowers is 6% per
cent. o

Powers conferred by the Land Mortgage Bank Act.—The success
of land mortgage banking depends to a large extent on the punctual
repayments of the borrowers. In order to ensure quick recoveries in
the event of default provisions giving summary powers of distraint and
sale of crops on the hypothecated land and sale of mortgaged proper-
ties without the intervention of the Court have been made in the Madras
Land Mortgage Banks Act.

Under Section 9 of the Act if any instalment or part thereof fell in-
to arrears and remained unpaid for one month from the date on which
it fell due, the mortgage bank may apply to the Deputy Registrar to dis-
train and sell the produce of the mortgaged land including standing
crops thereon. Under Section 13 of the Act, where a power of sale
without the intervention of the Court has been specifically conferred
on a mortgage bank in the mortgage deed, it may, on the authorisation
of the Central Land Mortgage Bank, bring the mortgaged properties to
sale. If a mortgage bank fails to take action under sections 9 or 13 of
the Act, the Board or Trustee may direct such bank to take such action
or in the alternative may take such action themselves.

Overdues.—Except in one or two years after the starting of the
bank there were no overdues to the Central Land Mortgage Bank from
primary banks. The overdues from members to primary banks have
also been negligible. On the 30th of June, 1941 the amount overdue
to primary banks from members who defaulted in payment of the instal-
inents was Rs. 11,992. The amounts due in foreclosed loans on that
date amounted to Rs. 1,52,546. Only some of the loans foreclosed were
for default in payment of instalments. Many had to be closed as, the
members alienated portions of the hypotheca by remortgage or sale.
In such cases when the defect for which the loan was closed is rectified,
the loans are being reopened. Compared to the amount of loans out-
standing to the Central Land Mortgage Bank on 30th June, 1941 viz,,
Rs. 2,41,48,955, the amount overdue should not cause any concern,
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Debentures.—Under the scheme embodied in bylaws the Bank has
to obtain its funds mainly by flotation of debentures. Under Section 5
of the Madras Land Mortgage Banks Act, the Registrar of Co-operative
Societies was appointed Trustee to the debenture holders whose duty it
is to see that the Bank carries out its obligations to the debenture holders
scrupulously and in time. The mortgages and other assets transferred
by mortgage banks to the Central Land Mortgage Bank vest in the
Trustee under section 5 of the Act. The powers and functions of the
Trustee of the Bank are governed by an Instrument of Trust executed by
the Board on the one hand and the Trustee on the other. The trust deed
provides for the conditions of issue and redemption of debentures, the
disposal of collections received from primary banks and other details.

With the previous sanction of the Trustee the Board may issue de-
bentures secured on the mortgages and other assets transferred by
mortgage banks and vested in the Trustee and on the other properties
of the Bank. 'The holders of the debentures have a floating charge on
all the assets of the Bank. But such charge shall in no way prevent it
from disposing off or dealing with such assets in the ordinary course of
business; only, no charge could be created on its assets, ranking in prior-
ity to or pari passu with the debentures except with the previous con-
sent, in writing, of the Trustee. The total amount of debentures in
circulation shall not at any time exceed the total amount from time to
time owing on the security of mortgages and the amounts paid there-
under and remaining in the hands of the Trustee or of the Board.

The debentures of whatever series shall rank in the matter of
security pari passu with one another. The debentures issued by this
Bank are registered bonds and can be transferred only by means of a
transfer deed executed by the transferor and transferee and registered
by the Bank in its books. The transfer deed is exempt from stamp duty.
The Bank issues a warrant on its bankers for the half yearly interest
falling due from time to time. The principal monies secured by the
debentures are payable by the Bank on the stipulated date or earlier if
they fall due under the terms of the issue. Debentures issued prior to
the coming into force of the Land Mortgage Banks Act were subject to
the condition that the bank was at liberty to redeem any or all of them
on three months’ notice. 'The first eight series of debentures were
issued prior to the Act. The ninth series was also issued with the condi-
tion of redemption on three month’s notice and was soon redeemed.
Debentures of the 10th to 23rd series were issued with the condition
that in the first ten years from the date of issue the Bank could redeem
them only to the extent of principal collections received from primary
banks. After 10 years the Bank may redeem all or any of them on
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three months’ notice. Debentures of 24th and subsequent series were
issued with the condition that in the first 10 years from the date of
issue they were irredeemable and thercafter the bank had the option
to redeem them.

Government Guarantee—At the time the bank was started
it was felt that in order to make the scheme a success it
was necessery that the Government of Madras should undertakg
to guarantee payment of interest on the debentures to be
issued by the Bank. With the permission of the Legislative Couneil
the Government passed orders guaranteeing the interest on deben-
tures issued by the bank in the first five years upto an extent of Rs. 50
Jakhs. Even though the dehentures were backed by first mortgages
of immovable properties and the payment of interest during the cur-
rency of bonds was guaranteed by the Government of Madras, they
were not Trustee securities within the meaning of section 20 of the
Indian Trusts’ Act. The efforts of the Bank and the Provincial Gov-
ernment to get them declared as Trust securities by the High Court
proved futile. The Government of India who were avnproached to
amend section 20 of the Trusts’ Act finally agreed to include the deben-
tures in the list of Trustee Securities, only if the Provincial Government
agreed to guarantee unconditionally both the principal of and interest

to invest their funds only in Trustee securities were precluded from
investing them in the Bank’s debentures. The Madras Land Mortgage
Banks’ Act was passed by the Madras Legislative Council in March,
1934 and it came into force on 31st July, 1934. Under Section 7 of the
Land Mortgage Banks’ Act the Government took power to guarantee the
principal of and the interest on the debentures issued by the Bank prior
to the passing of the Aci. Under Section 6 of the Act the Local Govern-
ment mav in consultation with the Legislature undertake to guarantee
the principal of and interest on the dehentures issued by the Bank after
the passage of the Act upto a maximum amount fixed by them. Under
Section 7 of the Act, the Government guaranteed dchentures of the
value of Rs. 24.08.900 in circulation on 15th November 1934. Under
Cection 6 of the Act, they agreed to guarantee, fully and unconditional-
lv, both the principal of and interest on the dehentures to be issued by
the Bank upto a maximum of Rs. 50 lakhs. This limit has been extend-
ed from time to time by the Government. At present the Government
bave agreed to guarantee debentures issued by the Bark upto a maxi-
mum of Rs. 310 lakhs. In November, 1934 the Indian Trusts’ Act was
amended providing “that securities both the princinal whereof and in-
terest whereon, shall have been fully and unconditionally guaranteed
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by any such Government shall be deemed” for the purposes of the Trusts’
Act “as securities of that Government”. The debentures of the Madras
Co-operative Central Land Mortgage Bank, having been fully and un-
conditionally guaranteed by the Government of Madras, are now Trustee
securities.

The debentures of the bank having been iuily and unconditionally
guaranieed by the Government and deciared ‘lrustee Securities, co-
operative, as well as joint stock banks, advance ioans on iacir securliy.
‘'he Reserve Bank of India, also, can have no objection to advance loans
on the security of the debeniures. ‘Lhe invesiors ia the debentures arve
ali genuwne 1vestors seeking long tecm investment such as, Insurance
companies, Local Bodies, and substaniai individuais who will not need
to rush to the market whenever there is any trouble in ihe stock ex-
change. It may therefore fairly be presumed that there will be no
precipitate fall in the value of the debentures 1in the market.

On 10th of May, 1930, the Board of Directors of tne Ceniral Land
Mortgage Bank resolved to float the first series of depentures bearing
interest at 6 per cent repayable in 2V years. ‘I'ne issue was not a greai

~ success as the Governmeni ol inwla came out witnin a lew inoaths with

the announcement of a b percent loan. Lhe bank later raised the rate
of interest on debentures to 642z percent and reduced the period oi cur-
rency to 10 years. The response to this series was iair, bui the funds so
raised were lent io the ultimate borrower at the high rate of 842 percent,
repayable in 10 years. 'Lhe equated instaiment payabple by ilie porrowers
was heavy and with the pressure of depression and low prices it was
feit that he would not be abie to repay his loan. From the beginning
oi ihe year ibd, the conditions or the money market became easier
and the Bank reduced the rate of interest and increased the period of
the debentures, till by the end of 1933 the Bank resolvea to issue
twenty year debentures bearing interest, at 4 percent per annum, In
the meanwhile debentures were successively issued bearing interest at
614, 6, 5% and 5 percent per annum, the perioa of debenturcs ranging
trom 10 to 20 years. As the depression deepened there was insistent
demand from the primary banks that the rate of interest on loans
should be reduced. Taking advantage of the easy conditions of the
money market, the Bank decided to redeem all high interest bearing
debentures and replace them by debentures bearing interest at 4 per-
cent per annum and reduce the rate of interest on loans charged to the
ultimate borrower to a uniform level of 6 per cent. The debenture-

holders were given the option to take debentures bearing interest at
4 percent or to take the value of their debentures in cash. Most of the
holders agreed to the conversion of their debentures. The high in-
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terest bearing debentures were thus replaced by 4 percent debentures
and the rate of interest charged on those loans was reduced to 6 per-
cent. The Bank has always- offered about the same rate of interest on
its debentures as that offered by the Government on their loans for
similar periods. In 1935 the rate of interest on new debentures was
reduced to 3% per cent. Towards the end of 1936 it was further
reduced to 3 percent. This remained the ruling rate on debentures
1ill the outbreak of the War in September, 1939. The Bank borrowed
about a crore of rupees at 3 percent. After the outbreak of the War
the rate of interest on debentures was put up to 3% percent which
continues to be the rate to this day. At this rate the debentures of this
bank have proved to be very popular, both inside and outside the Presi-
dency, and the Bank has been able to find-all its requirements without
any difficulty. On the 30th June, 1941 the total amount of debentures
in circulation amounted to Rs. 2,43,26, 300 distributed according to the
rate of interest as follows:—

Rate of Interest Amount of Deben-
on Debentures tures in circulation
(Percent) as on 30-6-1941.
Rs.

4 .. 26,58,500

3% - .. 1,19,75,600.

3 .. 96,92,200

2,43,26,300

Debenture Redemption or Sinking Fund.—The problem of how
best to utilise the principal collections, whether they could be reloaned
or invested separately or utilised for redemption of debentures, en-
gaged the attention of the bank from the very beginning. The original
Trust deed provided that all collections should be pooled in a separate
account and utilised according to the directions of the Trustee, firstly
for meeting the working expenses of the bank, secondly for payment
of interest on debentures, thirdly, for payment of dividend on shares
ete., and fourthly to carry such amount as was determined by the
Trustee to a Redemption Fund for utilisation to redeem debentures and
till then to be invested in Government securities. Even in the early
stages when the Bank was finding it difficult to find requisite funds it
was decided to redeem the debentures to the extent of principal collec-
tions, as it had the advantage of reducing the ultimate liability and as
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it was the prevailing practice in the German Landschaften which were
the models for land credit institutions throughout the world.
The debentures issued prior to the Land Mortgage Banks’ Act
were issued with the condition that they could be redeemed on three
months’ notice. Debentures issued thereafter upto the 23rd series
were issued reserving to the Bank the right of redeeming them to the
extent of principal collections. Under the provisions of the revised
Trust deed the Bank maintains a general Debenture Redemption Fund
account to which the principal collections of the loans issued from the
funds raised upto the 23rd series are credited. Twice a year a drawing
iz held to determine by lot the debentures to be redeemed to the extent
of funds available in the account.

The 24th and subsequent series were issued with the condition that
they are irredeemable for the first ten years from the date of issue.
In respect of these series, the Government on the advice of the Reserve
Bank of India have directed, that a separate Sinking Fund account
should be maintained ifor each series into which the Bank should pay
annually an amount which, with compound interest at an assumed rate,
would provide at the end of the period sufficient funds to pay oft the
debentures on maturity. 'The funds accumulated in the Sinking Fund
accounts may be invested for short periods in the Madras Provincial
Co-operative Bank, in postal cash-certificates, in the Indian and Pro-
vincial Government securities and in the Bank’s own debentures. The
Bank has opened separate current and investment accounts for the
Sinking Funds of all series beginning with the 24th series. Even though
the Reserve Bank’s scheme and the Trust deed require that the Bank
has to pay an equated payment annually into the Sinking Fund
account the Bank has decided, for reasons of administrative conveni-
ence as well as financial reasons to remit into the account once a week
the principal collections of the loans issued from funds raised by issue
of debentures of each series. By adopting this procedure the Bank
has sought to obviate any strain on the finances of the Bank which
might be felt, if it had to find large amounts all on a sudden for pay-
ment into the Sinking Fund account. Further, by accumulating funds
in the Sinking Fund account and investing them from time to time
it is possible for the fund to earn some interest. On these and other
considerations it was decided to remit into the Sinking Fund account
all principal collections received, take an account of the amount remit-
ted up to date on which the annual payment is due, and if any
deficit is found to remit the same. The first payment into the Sinking
Fund account is due to be made one year after the last batch of de-
bentures in that series has been issucd. As debentures are issued
only after the lapse of some months from the disbursement of loans,

9
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collections begin to come in almost immediately after the issue of
debentures and these collections are remitted into Sinking Fund
accounts. The Sinking Fund scheme suggested by the Reserve Bank
of India and adopted by the Bank is the orthodex form of Sinking
Fund adopted by local bodies like Port Trusts and Municipal Cor-
porations, where the institutions receive certain revenues and
charge to the revenue account a stipulated portion to be carried to sink-
ing fund account. But in the Land Mortgage Bank only the interest
portion of the collections is taken to revenue account while the principal
portion is taken to capital account. Again the whole scheme is based
on the assumption that the Bank will receive the stipulated equated
instalment from its borrowers every year. But according to the terms
of the mortgage bond, every borrower is at liberty to make payments
to cover future instalment or instalments in part or in full. Experience
shows that the amount of advance payments that may be expected to be
collected in a year cannot be gauged with any degree of certainty.
Large amounts have been and may in future be, repaid by the borrowers
in advance of the date fixed for payment of instalments. It is, therefore,
well that the Bank has decided to pay all principal collections into the
Sinking Fund accounts. The following {able gives details of the
amounts that should be in the Sinking Fund account of each series on
the 30th of June, 1941 according to the scheme of the Reserve Bank of
India and the amount actually invested by the Bank in the Sinking
FFund account on that date.

Amount that should be in

the sinking fund Amount actually
Series No account as per the scheme invested by the Bank.
of the Reserve Bank Rs.

of India.
24th 2,30,060 3,97,610
25th 2,08,870 3,85,546
26th (11-7-41) 1,51,096 2,91,524
27th 70,722 1,73,565
28th Nil. 1,36,272
29th Nil. 1,00,456
30th Nil. 20,249

6,60,748 15,05,222

On the 30th of June, 1941 the amount in the General Redemption
Fund Account relating to the 8th, and 10th to 23rd series amounted to
Rs. 5,70,399. The total amount in the Redemption Fund and Sinking
Fund accounts on that date amounted to Rs. 20,75,621,
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The Government Staff.—As the Bank lends on the security of im-
movable properties, the valuation of properties forms a very important
part of the work. At the time of starting of the Bank 10 appraising
officers of the cadre of Co-operative Sub-Registrars and 2 officers of the
cadre of Deputy Registrars were sanctioned for land mortgage bank
work. The former were for the purpose of appraising the value of lands
offered for mortgage on behalf of the mortgage banks and the latter
to inspect the banks on hehalf of the Central Land Mortgage Bank and
the Trustee. The Government agreed to bear the cost of these officers
in the initial stages. The staff has been increased from time to time,
till at present there are 34 Co-operative Sub-Registrars and three De-
puty Registrars in charge of land mortgage bank work. From the year
1934-35, the cost of the Deputy Registrars and their establishment and
contingent charges is being met by the Central Land Mortgage Bank.
For the year 1940-41 the amount payable by the Central Land Mortgage
Bank to the Government towards the cost of these officers amounted to
Rs. 26,723. Till now the Government have been bearing the entire cost
of the co-operative Sub-Registrars, which may be roughly estimated at
Rs. 70,000. Recently they required that the Central Land Mortgage
Bank should contribute at least a portion of the cost of Co-operative
Sub-Registrars. The Board has agreed to pay one-third of the cost in-
curred by the Government in this behalf. In the first two years of its
working the Central Land Mortgage Bank received a subsidy of
Rs. 29,000 from the Government towards its working expenses.

Reserves.—Under the original by-laws 25 per cent of the net profits
had to be carried to Reserve Fund. But as a matter of fact the Bank
was carrying a much larger portion of its profits to Reserve Fund. It
also set aside large amounts for bad debt, depreciation and other reserves.
In January, 1941 the by-law relating to distribution of profits was
smended, and it was made obligatory on the part of the Bank to carry
40 per cent of the declared profits to Reserve Fund. On the 30th of
June 1941, the statutory Reserve Fund of the Bank was Rs. 2,93,0603.
The other reserves amounted to Rs. 2,61,743, making a total reserve of
Rs. 5,54,746. For the year ending June ’41 the Bank earned a net profit of
Rs. 241,409 (subject to audit). After payment of a dividend at 4%
percent on the share capital a sum of about Rs. 2,00,000 will be available
10 be credited to one or other of the reserves of the Bank this year.

Land Tenures—Land Banks are a particular feature of every
country, but it is necessary to realise that lending against land is a much
more difficult matter than lending against goods, policies and shares or
any other chattels. First of all in lending money against land one has to
know the real nature of the various forms of tenures in the country and
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ownership. There is what is called concurrent ownership, as in Malabar
ownership of the Jenmi, Kanomdar and the tenant who has a permanent
occupancy right and a right over the improvements he effected. Then
there are the Zamindaries, whole inam villages and mittas which are
“estates” as defined in the Madras Estates Land Act. In these the
zamindar, inamdar or mittadar is generally a rent receiver from the rai-
yat or the kudivaramdar who has also got a heritable and transferable
right in the land in resvect of his kudivaram or occupancy right. Thera
are again estates with absolute ownership called fee simple. These and
other matters relating to ownership in land is a problem of great im-
portance to a land bank directorate. Land is one of the finest forms of
securities on which a land bank can lend money, but it is absolutely
essential to understand the diversé cases both in theory and practice,
how the lending can be carried out. I may well quote from a well known
writer, that part which dealt with banks. “There are many pitfalls for
borrower and lender, and scarcely a branch of law or equity is not more
cr less involved in dealing with banking documents. Slight divergence
in detail may deprive one party or other of advantages or safeguards, he
was confident, he had secured.”

Conclusion.—The working of land mortgage banks on a co-operative
basis is the only way of solving the indehtedness of the ryot. There is a
feeling that in the co-operative movement there is a setback; we must
realise that we have lost our ancient moorings which gave us perpetual
discii)line in human and social affairs and in well ordered lives and
it is, therefore, incumbent on all who have their sympathies with the
pitiable condition of our ryots, to rebuild their social and- economic life
after the co-operative model. These ideals alone cannot bring comfort
to these poor, desperate and illiterate ryots who are perpetually
immersed in debt. The solution lies in the spread of co-operative ideals
with its principles of brotherhood in work and the betterment of farm-
ing methods, better business habits, better living and thrift. Co-opera-
tive ideals, though they have not entirely attained their maximum results
in the past, are no doubt, fraught with great possiblities and it is, there-
fore, the earnest hope of the exponents of those engaged in the work
of our land mortgage banks that there really exists a great possibility
of reconstructinn and our faith in the success of the movement is stronger
today than ever.

MORTGAGE BANK FROM 12-12-1929 TO 30-6-1941.

STATEMENT SHOWING THE PROGRESS OF THE MADRAS CENTRAL LAND

Reserve and
other funds

No. of members

Net
Profit

Total of

Debentures

Paid-up

Loans out-

standing

other

borrowings

in circu-
lation

other

R. F.
separately

capital

share

funds

invested

Indivi-
duals

Banks

Year

10

I~

[3p]

200

42

000

63

135
426
231
968

82
04

327
765
422

69
46,

300
800

83
55

51

186,833

700
400
400
700

200

92

340
340

70,400

99,500
1,07,000
1.45.600

124
166
168
181
190
190
195
457

19

1929-30
1930-31

35

1931-32
1932-33
1933-34
1934-35
1935-36
1936-37
1937-38
1938-39
193940

194041

20
34

13,442
13,442
13,462
25,367
58,204
1,02,722

50

78,66

12,85

40,79
1,89
2,18

64
92

112

1,

1,

962

859
981

1;

58,573

79,44
11,84

63

1,

10

85
1,60,56

131

715
541

17
30
2,41,48,955

1,33,443
2,57,423
2,61,743

950

73,205
14,92,533

32

600

2.43,26,300

1,94,84

)

79
90
94
106
119
119

478
466
461
455

409

241

2,93,003

9,35,100




LAND MORTGAGE BANKS IN BOMBAY PROVINCE

(Contributed)

Early History:—The problem of land mortgage banks in Bombay,
as elsewhere in India, is intimately connected with the problem of
rural indebtedness. Attempts at finding out a solution of this pro-
blem were made in Bombay as early as the nineties of the last cen-
tury and various schemes were submitted to Government by eminent
persons like Justice M. G. Ranade, Sir William Wedderburn, Sir
Dinsha Wacha and Sir Lalubhai Samaldas. However, none of these
schemes were approved by Government. With the passing of the Co-
operative Societies Act, 1904, hopes were entertained that co-operative
credit societies would be able to finance agriculturists for the repay-
ment of debts and it was the appreciation of this point of view that
led to the approval by Government of the scheme of debentures put
forward by the late Sir Vithaldas Thackersey and the late Sir Lalu-
bhai Samaldas when they promoted in 1911 the Bombay Central (now
Provincial) Co-operative Bank. Under this scheme, Government
guaranteed interest on debentures upto three times the share capital
of the Bank with the maximum of Rs. 20 lakhs in order to enable
the Bank to provide long term finance for redemption of debts to agri-
culturists who were members of co-operative societies in the Province.
The Bank did considerable business in its early days in providing long
term credit out of the funds raised from debentures. However, for
the past many years, its activities have been mainly restricted
to financing agrculturists through village societies for current agricul-
tural needs. Its total advances for redemption of debts amounted to
Rs. 4,90,422 on the 30th June 1940,

The question of starting a separate organisation for land mortgage
credit in the Province, was first discussed among co-operators at the
Gujarat Divisional Co-operative Conference in 1923. Later on, Mr.
J. A. Madan, C.LE, I.C.S, the then Registrar of Co-operative Socie-
ties, submitted to Government a scheme for the establishment of land
mortgage banks in the Province. Three land mortgage banks based
on this scheme were organised in 1929 at Broach, Pachora and Dhar-
war, as an experimental measure and the Bombay Provincial Co-opera-
tive Bank financed them through a separate department. The Bank
floated debentures for Rs. 5 lakhs specially for financing the land
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mortgage banks. It advanced loans of Rs. 4,75964 of which loans
for Rs. 1,99,804 were outstanding on the 30th June, 1940.

The Government of Bombay appointed in 1933 a Committee to
examine the problems of land mortgage banks in the Province. The
Committee examined the problem in its various aspects especially in
the light of the experience gained in the working of the three primary
land mortgage banks organised in the Province. On the recommen-
dation of this Committee a Provincial Land Mortgage Bank was orga-
nised in 1935 for the development of land mortgage banks in the Pro-
vince and for co-ordinating their working. Ten more land mortgage
banks were also organised in the same year.

Primary Land Mortgage Banks: —There are at present 17 primary
land mortgage banks in the Province. 'The area of operaiion in case
of some primary banks extends to the whole of a District, while in
the case of others it extends to one or more talukas. The member-
ship is open to borrowers as weli as non-borrowers. 7The non-borrow-
ing members are required iv hold ai ieast 10 shares oi Rs. 3 each and
the horrowing members are required to hold shares of the vaiue of
5 per cent of their borrowings from the bank. The Board of Direc-
tors of the primary bank consists of seven members two of whom are
representatives of borrowing members, two representatives of non-
borrowing members and one representative each of the Provincial Land
Mortgage Bank, the Registrar and the District Central Co-operative
Bank or the financing instiiuiion working in the area ol operation of
the bank. Loans are advanced ior redempiion ot debis, improvement
ui lands, and in special cases ifor purchase of lands. Security worth
at least double the amount of the loan is taken in the case of each
loan. 'The repaying capacity of the apphcant is also carefully
examined. Government have lent the services of (rained land valua-
tion officers for valuing the lands and also for examining the repaying
capacity of the applicanis for loans. Title to iands has to be certified
by the legal adviser of the primary bank. The maximum amount of
loan in the case of an individual has been fixed at Rs. 10,000 while the
minimum has been ordinarily fixed at Rs. 400. The maximum period
of loans has been fixed at 20 years, though loans are also allowed for
five, ten and fifteen years in case the applicants have adequate repay-
ing capacity. The instalments for loans are fixed on equated basis.
In the case of loan applications for redemption of debts, debts have to
be examined and attempts to conciliate the debts are made. However,
in the absence of any statutory powers, the Debt Conciliation Boards
established by primary banks have not succeeded in scaling down
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debts materially. When applications for loans are made for improve-
ment of lands, such improvements have to be certified by the Agricul-
tural Organisers and loans are advanced as and when the work pro-
gresses. The primary land mortgage banks obtain their finance from
the Provincial Land Mortgage Bank. They keep a margin of 1%
per cent between their lending and borrowing rates of interest. The
rate of interest charged on loans to ultimate borrowers was fixed at
6 per cent but it had to be raised to 6% per cent recently, as the Bom-
bay Provincial Land Mortgage Bank had to float the second series
of debentures at a higher rate of interest. The ouistandings of the
primary land mortgage banks from their members stood at Rs. 27,00,025
on 30th June 1940. The arrears on account of principal and interest
amounted to Rs. 78,500 and Rs. 50,061 respectively on that date. -

The Bombay Provincial Co-operative Land Mortgage Bank: —The
Bombay Provincial Co-operative Land Mortgage Bank was registered
at the end of the year 1935 and commenced working in the beginning
of 1936. Sir Lalubhai Samaldas was the first President of the Bank.
The Board of Directors consists of 15 members, six are representatives
of the non-borrowing shareholders, five representatives of primary
banks, two nominees of the Registrar, one nominee of the Bombay
‘Provincial Co-operative Bank and the Registrar of Co-~operative
Societies. The day-to-day management of the Bank is entrusted to
the Executive Committee, consisting of seven members. The Presi-
dent of the Bank and the Registrar of Co-operative Societies are ex-
officio members of the Executive Committee. The authorised share
capital of the Bank has been fixed at Rs. 10 lakhs, divided into 10,000
shares of Rs. 100 each. The shares subscribed by the non-borrowing
shareholders are paid up to the extent of Rs. 60 each, while the shares
subscribed by the primary banks are fully paid up. The subscribed
and paid-up capital of the Bank amounted to Rs. 6,66,300 and
Rs. 446,300 respectively on the 30th June 1940. The Bank obtains
funds mainly from the flotation of debentures. The Bank has so far
floated two series of debentures for Rs. 30 lakhs. The first series
was floated in the year 1938 for Rs. 20 lakhs at 3% per cent at par.
The period of debentures was 20 to 25 years. The second series was
Hoated in the year 1940 at 3% per cent, the issue price being Rs. 981
and the period 10 to 15 years. Both the series are guaranteed by the
Government og Bombay for principal and interest. The Bank has
made arrangements for admission of dealings in cash in the debentures
of the Bank on the Bombay Stock Exchange. The Registrar of Co-

-operative Societies has been appointed Trustee for the debenture

holders. The Bank has constituted a sinking fund for the redemption
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of debentures on maturity. The Bank advances loans to‘the prlmz:;y

land mortgage banks on assignment of mortgages obtained 1;3 ! e

latter from their members though by a recent z.amendment to t ethy;
laws, provision is sought to be made for advancing loans a?]so toho es

co-operative societies mainly for the purpose of prici);n%tmg 27)0 er;z .

for land improvement. The period of loans has bee‘n ed at fyle0 an;
but it has been proposed to extend it to 25 years in 'thel cas;e I(; poans
to be advanced under Section 55 of the Bombay Agricu tl;ra ; ’
Relief Act, 1939. Moreover, the period of loans .has to epenf ;:)1;; X
the period for which debentures are ﬂoate.:d and in the case.toh o
financed from the issue of the second series of debenturei, i taﬁ X
be fixed at 15 years as the maximum, as the Bank could go kozf
longer-dated debentures on favourable te%‘ms .due to the4§>ut rea) o
war. 'The loans to primary banks carfxed interest a;, L5 pder y
though it had to be raised to 5 per cent in the case of loans a van(;e !
from the issue of second series of debentures. The loafls are dxl*ep ye
able by annual equal instalments. The Bar}k receives a v.ar.m

payments on which interest at the lending 'rate is allowted. Sroyxsit}):;
for granting extensions under exceptional circumstances is mal.ge 1121 he
by-laws. Since its inception upto the 30th June, 1940, the 721(; :
advanced loans for Rs. 27,21,740 of which loans for Rs.. 26,77, werf
for redemption of debts, loans for Rs. 16,300 were for 1mproveme11;t (;{
lands and loans for Rs. 27,700 were for purchase of lands. The ;nh
had loans for Rs. 23,88,608 outstanding on ?Otlzx June 1940 of w 1fc

loans for Rs. 28,253 were in arrears for principal and Rs. 1,847 for

interest.

Government Assistance to Land Mortgage Banks: —The Govern-
ment of Bombay have given special assistance t? '1and mortgage banks
in certain respects. They sanctioned subsu'hes. of Rs. 10,000,
Rs. 7,500 and Rs. 5000 to the Bombay Provincial Land Mortg;gz
Bank for meeting deficits in its working in the f.irsi‘;, second an'd t 11‘t
year respectively. They have guaranteed the principal of and interes
on debentures for Rs. 30 lakhs floated by the Bank. They h?ve
exempted the debentures from payment of stamp duty onft;ansszrd
The Government granted to the primary banks a subsidy <; hs.1 ;
each per year for three years for meeting part of' the cost o dt e ar};
valuation officers. The mortgage deeds and a531gmnent deeds to be
executed by borrowers of primary banks and primamw ?oank? re;p:sc-
tively are exempt from payment of stamp duty and regmtratlorfl ethé
The primary banks have been exempted from payment of fees for -
issue of encumbrance certificates in respect of lands offered as security |

10
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for. loans. The land mortgage banks also enjoy all other concessions
which are given to other co-operative societics in the Province.

General: —The land mortgage banks in Bombay, as elsewhere in
India, have a definite place in the rural economy of the Province. The
progress so far made by them, though considerable, falls far short of
expectations. Land mortgage banks can, no doubt, finance only sol-
vent agriculturists for repayment of debts, but even within this limit
there is enough scope for extending their operations. Moreover, the
scope for business can be expanded, if closer co-ordination between
land mortgage banks and debt conciliation boards is established. Such
co-ordination is provided for under Section 55 of the Bombay Agricul-
tural Debtors’ Relief Act 1933. However, the Bombay Agricultural
Debtors’ Relief Act is to be brought into operation by stages and it
would take considerable time before its scope is extended throughout
the Province. In those areas where the Act is not operating it would
be desirable to give certain statutory powers to debt conciliation
boards established by primary banks. There is also wide scop:: for
loans for land improvement. In fact, loans for such purposes should
be encouraged as they add to the productivity of the land angd raiqe the
income of the farmer. Of course, there are considerable diﬂ‘i(;ulties
in the way of land mortgage banks advancing loans for suéh pur-
poses. Agriculturists do not know what types of improvements are
likely to be useful. There are also no agencies to prepare va;rious
schemes of land improvement and to supervise in carrying them out
if finance is made available for the purpose. The scope for such loans
can be expanded if close co-ordination between the Co-operative Depart-
ment, the Agricultural Department and the Public Works Department i
established. The scope and utility of land mortgage banks depend u i
the soundness of their management and their ability to re opon
instalments punctually. If large-scale defaults occur in the ¢ i ve;
land mortgage banks, they are sure to find difficulty in floati aset}?
debentures successfully. Land mortgage banks should therefirmgh )
summary powers of recovering defaulted instalments w’ithoutb thee f : .
vention of civil courts. Such powers are enjoyed by land cred;t l'n el:_
tutions in foreign countries as well as by land }nortgage banks X Htl;tl—
provinces in India. For the efficient working of land mortg';rr]enboa Er
1In Bombay, it is necessary to pass legislation on the lines of t};; i\/[adiai
sand Mortgage Banks’ Act. If such legislation cannot be passed

immediately it Will be desirable to
\ "SITa amend the B :
Societies Act suitably. ombay Co-operative

PROBLEMS OF LAND MORTGAGE BANKS IN BOMBAY

By

Vaikuntd L. MEHTA,

Managing Director, Bombuy Provincial Co-operative Bank.

The outstanding problem is one connected with the raising of funds.
The Bombay Provincial Co-operative Land Mortgage Bank, which
is the central financing agency in ti:e province for the provision of long-
term agricultural credit, raises the bulk oi funds required for its loan
cperations by the issue of debentures. These debentures can be issued
only on terms and conditions approved by Government. Again, in the
mitial stages of the movement, the debentures are required to be
guaranteed by Government. Government, however, appea: to have no
well-conceived policy in the matter; and the future of the Bank and
of the entire land mortgage credit movement in the province
is at present far from being bright.

The funds which were raised by the Bank in the year 1938 by the
issue of the first series of debentures to the extent of Rs. 20 lakhs were
fully employed in loans before the close of the year 1939. The Bank
approached Government with a request to guarantee a second series of
debentures to the extent of Rs. 10 lakhs. Though the Legislature in
the Province had permitted Government to guarantee the debentures
of the Bank to the extent of Rs. 50 lakhs, Government hesitated to give
their consent. In the meantime, the Bank had to suspend its lcan
operations for want of loanable resources, and this had a very undesira-
ble effect on the progress of the land mortgage credit movement. Fortu-
nately, in April 1940, Government agreed to guarantee the second series
of debentures to the extent of Rs. 10 lakhs, and the Bank could resume
its loan operations. Government, however, have made it clear that
they would not guarantee further debentures of the Bank until they have
watched the operations of the Bombay Agricultural Debtors’ Relief Act
1939. The funds raised by the issue of the second series of debentures
are likely to be soon exhausted. The Bombay Agricultural Debtors’
Relief Act 1939 has not still been put into force, though arrangements
are in progress for bringing the same into operation in selected areas.
The Bank and the entire land mortgage credit movement are, once again,
apt to be threatened with a stalemate, unless Government decide to
modify their policy and attitude in regard to guaranteeing the deben-

tures of the Bank.
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The question really is whether the provision of organised long-lerm
agricultural credit is a necessity in the province and if so, whether
Government have any responsibility in regard to the institution of the
requisite arrangements. When Government sanctioned the registration
of the Bombay Provincial Co-operative Land Mortgage Bank, and of all
other primary banks, they had, we presume, a clear apprecia-

tion of their own responsibility in the matter. It is difficult to under- -

stand why Government should now hesitate to guarantee the debentures
of the Bank particularly when the Provincial Legislature has allowed
i¢ to guarantee the debentures of the Bank to the extent of Rs. 50 lakhs.
It may be urged that the establishment of land mortgage banks in this
Frovince was originally intended to be a measure in the direction of
relief of agricultural indebtedness and that the subsequent enactment
of the Bombay Agricuitural Debtors’ Relief Act 1939 has dispensed with
the need for the grant of long-term loans for debt redemption. This
argument has, no doubt, some force. The enactment of an Act, however,
is very different from its actual operation, and it is hardly advisable to
put a stop to the little relief granted by the activities of the land mort-
gage banks in the hope that substantial relief would be afforded at a
distant date by the operation of the Act. Again, there is always some
demand for long term loans for land improvement and the land mort-
gage banks cannot meet the same if they are required to suspend their
loan operations. Once the problem of old debts is solved, the demand
for loans for land improvement may reasonably be expected to increase.
The pressure on land in the province is great and intensive cultivation
is a necessity. Intensive cultivation, however, is largely dependent on
the provision of adequate long-term capital for land improvement. The
land mortgage banks can be encouraged, if the need for the grant of
Iong-term loans for redemption of old debts has ceased to exist, to
finance individual and co-operative schemes for land improvement,
There may also be agricultural debtors, who, though they do not come
within the purview of the Act, may need relief. Such debtors can be
encouraged o have recourse to land mortgage banks. At any rate,
there is always some—and perhaps considerable—scope for the activi-
ties of land mortgage banks and Government would be well advised
not to impair the utility and existence of these important institutions
by a refusal to guarantee the debentures of the Bombay Provincial
Co-operative Land Mortgage Bank.

The second problem of the land mortgage banks arises from the
manner or mode of raising funds. The Bombay Provincial Co-operative
Land Mortgage Bank, issues debentures in block once in a year or
once in two years with the previous approval of Government. The funds
raised by the issue of debentures are then gradually employed in loans
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to primary banks, The Bank pays interest at 3% or 32 per ceat per
annum on the funds raised by the issue of debentures and earns interest

- at 1% per cent per annum or so on such funds, before they are employ-

ed in loans to primary banks. The monthly requirements of the Bank,
at present, vary between Rs. 50,000 and Rs. 75,000 and the loss of in-
terest which the Bank suffers every year on account of its funds re-
maining idle is considerable. It would be better if Government granted
the Bank temporary advances at bank rate for financing the primary
banks. ''he Bank may be permitted to draw a sum not exceeding Rs. 1
lakh once a month or so. All such temporary advances may be required
to be repaid within a definite period out of funds raised subsequently
by tihe issue of debentures. The profit-earning capacily of the Bombay
Provincial Co-operative Land Mortgage Bank is limited and the loss of
interest, incurred in respect of large funds, intended to be gradually em-
ployed in loans, tends to make its business unremunerative to a certain
extent. If Government agree to the system of the grant of temporary
advances at the bank rate as outlined above, the Bank will be able to
show better results in its working.

Though it is now nearly six years since the iand morigage credit
movement, in its present form, was introduced in the province, there
is no legislative enactment for facilitating the operations of these banks.

Both Madras and the Centiral Provinces and Berar have separate Land

Mortgage Banks Acts, but Bombay has none. The first Land Mortgage
Banks’ Conference held in Bombay in March 1940, under the auspices
of the Bombay Provincial Co-operative Land Mortgage Bank, recom-
mended the early enactment of an Act on the lines of the Madras Act
No. X of 1934. This Act is intended to confer on primary banks special
powers for the recovery of defaulted instalments. The primary banks
in the province feel that unless they have powers to distrain and sell
the produce of the mortgaged lands including the standing crops thereon,
and, if necessary, to bring the mortgaged property to sale without the
intervention of the Courts, they cannot steer clear off the other wise in-
evitable growth of overdues. The Act is also intended to remove several
other disabilities under which primary banks at present labour. One of
these has its origin in the attitude of creditors who refuse to furnish
copies of debt documents and to receive payment of the amounts offered
by primary banks towards the debts. The experience so far gained in
regard to the working of land mortgage banks in the province has de-
monstrated the necessity of a Land Morigage Banks Act, and unless it
is enaéted\it will be difficult to ensure the efficient functioning of the
banks.
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One very serious probiem iacing priumary banks relates to the
appointment of land valuaiion officers. lnese oilicers inspect lanas anu
cppraise the market value of the security. 'Lhey also assess the repaying
capacity of appiicants. Ail the loans which are advanced by land mort-
gage banks are made on the recommendations oi these officers. Ag
Government guarantee the debeatures of the Bombay Provincial
Co-operative Laud Mortgage Bank, Government appoini their own
empioyces as laid  valuaidon ouicers.  Wiile  co-operative opinion
agrees that land valuation officers siouid pe employees oi Gov-
ernment and should be appointed by Government, there is diverg-
ence oi views i iegard to the qualiiications, grades eic. of these
officers. Al prescai clerks in the Co-operauve Depariment, who are
trained in land valuation work for a montn or S0, are oiten appointed
as land valualion ofiicers. As soon as ihese clerks pass the G.D.C.A.
examinalion and are ecligible ifor appoiniment as sub-auditors, they
revert to the Depariment and the experience they have gained is
lost to the banks. Again, the cost on account of pay and travelling
allowances of land valuation officers is required io be borne by the
banks, and as the resources of the banks and their profit-earning capa-
city are limited, they generaily prefer junior officers with low salaries
to senior officers wiih high saiaries. The present position in regard to
the appointment of land valuation officers is far irom satisfactory. The
work of these officers is of a very responsibie nature and the siability of
land mortgage banks is largely dependent on their honesty and effici-
ency. It is necessary that the persons appointed as land wvaluation
officers should be senior men and shouid start in the grade of Rs. 75—
9/2—90. They should aiso be eligible for promotion to the next higher
grade of Rs. 95--5—130, if they put in good work. Again, they should
not be suffered to revert to the audit line afier they have gained some
experience in Jand valuation work. Unless these officers are given decent
salaries to start with and the prospect of furiher promotion in the event
of honest and hard work on their part, they arc apt to succumb to temp-
tations and to prejudice the progress of the banks, Moreover, their
continuance in the line for a number of years may be expected to
strengthen their sense of responsibility. T'hese changes, however, can-
not be brought aboul unless Government agree to bear a certain and
substantial portion of the cost of thesc officers, especially in the earlier
stages of the primary banks. The first Land Mortgage Banks’ Confer-
ence considered this question and recommended that land valuation
officers should continue to be appointed by the Registrar from amongst
the employees of the Co-operative Department who are matriculates and
who have served in the Department for at least five years. The Confer-
ence also recommended that land valuation officers should be in the
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grade of Rs. 75—5,2—90 or Rs. 95-—5-—130 and that every bank should |
pay to Government every month a sum of Es. 25 revresenting the aver-
age pay of a land valuation officer, provided Government agreed to bear
half the cost of employment of the land valuation officer till the loan
operations of the bank reached a figure of Rs. 3 lakhs. Unfortunately,
these recommendations were not accepted by Governm.ent and the prc?b-
lem of provision of an efficient service for land valuation work remains
unsolved. It may be pointed out that since the debentures of the Bom-
bay Provincial Co-operative Lend Mortgage Bank a.re guaranteed,
Government, in their own interests, as well as in the interests ‘of the
hanks, should insist on the employment by the latter of well paid and
sufficient staff for land valuation work. Any expenditure incurred by
Government in this behalf is calculated ultimately to protect them
from their contingent liability in respect of debentures and ought not
to be grudged.

The Bombay Agricultural Debtors’ Relief Act 1939, is expected to
come into force shortly in select areas. That Act contemplates‘ land
mortgage banks to play an important role in the scheme of relief of
agricultural indebtedness. Section 55 of the Act lays dov\.m thz.at. a
Debt Adjustment Board may call upon the creditors to state in writing
whether they agree further to scale down the debts to a sum not exceed-
ing 50 per cent of the value of the immovable property of the debtor a.nd
to receive, in lieu of all such debts, bonds issued by the Bombay Provin-
cial Land Mortgage Bank, and guaranteed by Governmen.t, If the credi-
tors agree, the Board will prepare a scheme for the adjustment of the
debts and send the same to the Bank for acceptance. If t}.le Bank
accepts the Board’s proposal, the Board will make an award in favour
of the Bank and bonds will be issued to the creditors by the Bank
in full satisfaction of the debts. The problems which have arisen
as a result of this legislation are many. The Act makes no mention
of primary banks but they have got to be brought into the picturc?.
The proposals of the Debt Adjustment Boards will have to be scruti-
nised by them, as the Bombay Provincial Co-operative Land Mortgage
Bank does not possess the local knowledge which is necessary for such
cerutiny.  Again, the recovery of instalments will be attended to by
m‘imar& banks as they are in closer touch with the debtors than the
ﬁombav Provincial Co-operative Land Mortgage Bank. Another
nrobler;l is the Bank’s difficulty in playing the role enjoined by the Act
in areas which are not served by primary banks. The Board’s proposals
from such areas will have to be examined from the Bank’s point of view
by special officers, who should also be responsible for the recovery of
.‘x;an instalments. The cost of employment of these officers may not
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be met from the profits of the business available to the bank and the
losses may be heavy. Again, the Bombay Provincial Co-operative Land
Mortgage Bank is authorised under its by-laws to finance only primary
banks and not individual debtors. In areas, however, which are not
served by primary banks, tl.e Bank will have to finance individual agri-
cultural debtors if it is to discharge the responsibility placed upon it by
the statute. The question, therefore of the amendment of the by-laws
of the Bank will have to be considered. In fact the many problems
which will arise in the wake of the enforcement of the Bombay Agricul-
tural Debtors’ Relief Act 1939 will call for the quick decision of and
prompt action on the part of the apex and primary land mortgage banks.
It is hoped that these institutions will rise to the occasion and play their
appropriate role in the scheme of debt relief.

LAND MORTGAGE BANKS IN CENTRAL PROVINCES & BERAR

By

Sir MapHAv Rao DESHPANDE,

Chairman, C. P. & Berar Provincial Co-operative Bank.

A few years ago, co-operative opinion in the Ceniral Provinces and
Berar was much exercised over the old debts of big land-holders and
establishment of land mortgage banks was thought to be one of the
potent remedies for their regeneration. The Co-operative Department
also was not slow to move in this direction. The question was eventu-
ally discussed in the Berar Co-operative Conference held at Khamgaon
in the year 1927. Soon after a fully representative Committee was ap-
pointed to investigate the question. It was requested to consider whe-
ther having regard to the prevailing economic conditions, it was advis-
able to start land mortgage banks and if answer to this was found to be
in the affirmative, to frame a scheme for the working of these banks.

The Committee investigated the guestion and published its report
on 13th January 1929, recommending establishment of land mortgage
banks in the province and submitted a detailed scheme for their forma-
tion and working. It, however, took four long years before the primary
land mortgage banks, one at Mehkar and the other at Amraoti, could be
started. These banks came into existence in 1932-33 though their actual
working did not commence till the year following it. Towards the close
of the year 1934-35 eight banks viz., those at Nagpur, Bhandara, Raipur,
Seoni, Narsinghpur, Sihora, Yeoatmal and at Basim were organised.

The progress of these banks was rather slow. There was no dearth
of loan applications in these banks. The great majority of the applicants
for loans were over-indebted and their assets and annual income were
not such as would leave them enough margin or surplus for paying annual
instalments. Their antecedents were also discouraging. But it was
fondly hoped that as the banks became more widely known the true
type of applicants would come forward to take advantage of long
term credit.

The year 1934-35 saw the framing of the Central Provinces Land
Mortgage Banks Bill on the basis of Madras Land Mortgage Banks Act,
providing for statutory control by Government over the working of land
mortgage banks. An arrangement was arrived at between the Provin-

D 1
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cial Bank and the Government, whereunder the Government guaranteed
the principal and interest on debentures to the extent of Rs. 50 Jakhs
issued in the course of 10 years commencing from the date of execu_,
tion of Trust deed, i.e., 7-12-1935. This gesture on the part of the Govern.
ment created, as we shall see later, great confidence in the minds of the
investing public. The period of repayment of loan was extended to
twenty years from that of sixteen years, as originally proposed by the
Committee. Similarly, the minimum limit of individual loans was re-
duced from Rs. 500 to Rs. 250 in the C. P. and to Rs. 300 in Berar, and
the maximum limit of the same was raised from Rs. 5,000 to Rs. 10,000.

In the year 1935-36 rapid progress was made in the working of land
mortgage banks. The Provincial Bank began to function as Cenirai Land
Mortgage Bank. As the business of the Provincial Bank exceeded one
lakh this year, it floated its first series of debentures of Ks. one lakh at
3% per cent. The response of the public was remarkable. 'The series
was over-subscribed to the extent of Rs. 2,50,000 within a week from

the date of issue.  Consequently the debentures had io be allotted

pro-rata.

The first conference of land mortgage banks in the province was held
at Nagpur and passed a resolution favouring the creation of a separate
Centra] Mortgage Bank for the Central Provinces and Berar to take over
the land mortgage bank business from the Provincial Bank, and request-
ing the Government to make a grant of Rs. 15,000 per year to meet the
working expenses of such an institution for the first four years. The
Government was also requested to subsidise the primary banks for the
first three years. Co-ordination of Land Mortgage Banks and Debt
Conciliation Boards was also urged at the Conference.

The year 1936-37 saw further expansion. Two more banks were
afided. There could be no spectacular progress, as the Debti Concilia-
tmx? Boards were already doing the work of scaling down the debts of
agriculturists all over the province. But if we take a birds-eye view of
;he w;rkingt of tl(;e t;lvo agencies put together, we find that much has

een done towards the reduction i
ke e Joward of rural debts. This year 5 banks

In 1938-39 two more banks, one at Hoshangabad and the other at
Betul were opened. The total number thus reached twenty-one. Thus
the ?\rhole province has been brought under the fold of land m.ort age
credit except the two districts of Chanda and Balaghat The vol g of
work for land mortgage banks increased. The older.banks h(;cllngiod

business during this year and the new banks, such as those gt Kham-

gaon, Khandwa, Chhindwara, Bilaspur, Wardha ang Akola, also fared

‘'once in three years.
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well. It was decided that the valuation of the property mortgaged

with land mortgage banks should be done by the Government valuers
The Government was moved by some of the

Berar banks that the minimum limit for individual borrowers should
be lowered to Rs. 150 as in the case of Central Provinces. The figures

given below will sum up the position.

Year No. of Banks Loans outstanding
Rs.
1933-34 .. 2 11,706
1934-35 .. 2 29,290
1935-36 .. 10 1.35,877
1936-37 .. 14 3,59,553
1937-38 .. 19 6.63,068
1938-39 .. 19 10,388,540
1939-40 21 12,57.796

The Provincial Bank—Land Mortgage Banks Section—has advan-
ced upto 15-6-1941, Rs. 16,22.423 from its inception out of which it has

recovered Rs. 224,450.

A second conference of land mortgage banks was held at Nagpur
on 30th September and 1st October 1940.

The question of amending section 47 of the Indian Registration Act
so as to make the operation of the document to commence from the date
of registration (and not from the date of execution) so far as the priority
of the claim is concerned, the question to amend the Central Provinces
Relief of Indebtedness Act, on the lines of Bombav Agricultural Debtor’s
Relief Act of 1939, the problem of the method of valuing the village
shares, the proposal to move the Government to issue such instructions
as will lead to the charge created by civil court decrees on immovable
proverty being recorded in the record of rights and other similar prob-
lems were discussed and referred to the Legal Sub-committee for fur-
ther examination. The question of starting a Central Mortgage Bank in
the province was again moved at the Conference: but taking into con-
sideration the financial position of the Provincial Bank—TLand Mortgage
Bank Section, and having regard to the advantages flowing from the
Provincial Bank. functioning as Central Mortgags Ronk, it was decided
that the proposal be considered at tho next conference of land mortgage

banks. “
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The Provincial Bank has been functioning and will function as a
Central Mortgage Bank till the latter is formed. The loans are first
advanced to the Primary Land Mortgage Banks hy the Provincial Bank
at 5 per cent from 16-1-40 (before that it used to be 414 per cent) and
the primary banks advance them to the individual borrowers at T per
cent (6% per cent previously). These banks have to be in close touch

with the individual borrowers. The loan is repayable in twenty equated
instalments.

Source of Funds.—The chief
is the issue of 25 year-debentyu
bentures are secured by the §
These mortgages are assigned t
gage banks. The report of th
Provinecial Bank should issue t
banks. The reason is obvious.
and well-known institution
commands greater credit in

source of funds for lang mortgage banks
res by the Provincial Bank. These de-
rst mortgages of the lands of members.
o the Provincial Bank by the land mort-
e Committee has recommended that the
he debentures ang not the land mortgage
The Provincial Bank is a well-established

and has greater resources at its disposal and
the market,

In the beginning, the Government had guaranteed the payment of
interest, but under the now scheme that was arrived at in March 1935
the Government guaranteed the payment of hoth principal and interest.
This help from the Tocal Government inspired confidence in the public.

The Government has undertoken such 5 Suarantee ta the extent of Rs. 50
lakhs as stated elsewhere.

Sinking Fund.—In order to ensure the payment of the debentures
the Provincial Bank was under an obligation to adopt some amortization
scheme of investment. The question arose whether a simple redemption
fund, wherein only principal amotnts could be pooled. was suitable or

there was need for a sinking fund os prescribed by the Reserve Bank of
India. The Provincial Bank authorities ultimately decided in favour of

a sinking fund ag directed by the Reserve Bank and the same has been
started since 1940, The Bank holds Rs. 1.32660 in the fund to-day.

Aims and Objects.—
land mortgage hanks:

(1) the redemption of the lands of agriculturists,
(2) improvement of land and m
(3) liquidation of old debts.

ed, as one of jig obiects,

The following wepe laid down as the objects of

ethods of cultivation and ,
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The Primary Land Mortgage Banks are a;;sels'z;:x;z t:a;l;:aftz?c:::}i
e business in the province. e . . :
;inlingog?;tsg?)? shares allotted to those \')Vho sympathise wlllth téle :1?:
of the bank. The element of non—borrowu?g shar? holcilers ;:; c:; » in-
troduced to inspire confidence in the public, 'partlcula? y u;VI e ehen-
ture holders. But experience in this respec‘f is othe?:'w1se. ' ezlnyu()ta
share-holders have unfortunately not subscribed their promised q .

Procedure to obtain loans.—The borrower hfis to subr‘nit a;l apix;tlc;
tion for loan, in a prescribed form givir{g details regardll.ni. ;t; Ss ze o
the family, property movable as well as nnmova.ble, the 13 ili s xise
ing on the date of the application, statement of income anh exp pditure
along with title deeds and revenu}iz record‘s s;;?po:}:;n(g) H;c ee ;pfhe onts
title to property. The application, w .en receive m. of poe fanc
mortgage bank, is thoroughly examme'd by the Directors an t

t valuer for serutiny. The Valuer goes to the spo.,
?;;tht}sli}?;:z;:ﬁ; studies the mode of living .and }}abits of the a;:}p;h;
cant and the paying capacity and then subzm'tS h1§ report. tc:ge ir
with the valuation of the property, recommending either rg]e:lc ;(;nthe
acceptance of the application. The loans are recommende
extent of 50 per cent of the value of the property.

After the recommendation of the Valuer for sanctior'l, the apph.ca-

tion is submitted to the Board of Directors of the bank Whlcl’; aj\ifier- gomgf
ds the loan provided the Lega viser o
through the report recommen el A " of
i i ’ title to the property offered for m
the bank certifies the applicants . t :
ication i t to the Co-operative Departmen

age. Thereafter the application is sen . /
fvhgerein the Assistant Registrar, the Senior Depu‘ty1 Re,’glstrar etmc;&f ttl::.

i ini lication and the Valuer’s report.
Registrar scrutinise the loan app eport, After

i i ication comes to the Managing Direc
their recommendation, the applica : g
of the Bank who is the final sanctioning authority. %\fter the loan apl;lahd
cation is sanctioned the mortgage deed and the assignment dee.d, ca ed
security documents, are received by the Provincial Bank, ’exan‘unec; ax;1
if found in order, the bank places the funds at the disposal of the
primary banks.

Everybody concerned, complains that our presentc sysltem gf a;ir.:czxtliz;t:
which is .based on that of Madras is cum.brous and.mvofve}f It;f ation
of work. The matter is engaging the serious attention of the Proc
Committee, which was appointed by the last Conference.

Achievements. —These banks were estz.ablished w.hen th(;: agel;:
culturists were hard hit by the economic depr.essmn atreld \:vm e
overburdened with debts. These banks were inaugura o
high hopes. That the purchasing power and the productive capacity
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the cultivators will necessarily increase with the relief of rural debt
was the primary motive which led to the establishment of these banks.
They were also intended to supplement the working of co-operative
credit societies, which deal with short term credit.

The Co-operative Movement, in this province, has received a seri-
ous set-back and the business of land mortgage banks is not free from
its repurcussions. The European war has again chilled the enthusiasm,
but there is no reason to despair. The working of these banks has had
its indirect effect on the moneylenders’ methods of business. This has
helped those solvent agriculturists who cannot, for one reason or the

_other, take advantage of these banks. At least one thing is obvious,
that the money-lenders have lowered their rates of interest and are
otherwise more accommodating to the debtors than bhefore.

The Debt Conciliation Boards have attained greater prominence than
land mortgage banks. The debtor agriculturist, when he borrows from
the land mortgage bank, has to pay interest on the amount till it is re-
paid. He has to pay application fee, valuation fee, and to purchase
shares of the value of Rs. 5 for a loan of Rs. 250 or a fraction thereof.
Further, if instalments are not regularly paid, he has to pay penal inte-
rest. He cannot incur outside liabilities without the bank’s permission.
While there are no such obligations under the Debt Conciliation Boards,
the debtors going to the Boards are granted easy instalments extending
over 10 to 15 years free of any interest. Naturally enough, the debtors
prefer to go to Debt Conciliation Boards. The exit of Debt Conciliation
Boards and the advent of Debt Relief Courts in their stead, has not
changed the situation so far as land mortgage banks are concerned. In
addition. the debt relief law has offered other facilities such as repay-
ments of decretal amounts by small instalments, postponement of execu-
tion of decrees, reduction of interest, reopening of accounts for twelve
years prior to 1932, and compulsory submission of accounts by the cre-
ditors to the debtors. It is therefore no wonder that land mortgage
banks, though numbering at present twenty-one, could not make much
headway. We may however console ourselves with the belief that
.the Debt Conciliation .Boerds have made a short shrift of the respon-
sibilities of land mortgage hanks.

While the problem of overdues js not unknown to the land mort-
gage banks, the banks are taking timely action to nip the
evil in the bud. A provision has been made in the C. P.
Land Mortgage PBanks Act, 1937, to recover the defsulted in-
stalments only, under Section 10, and if necessary to recover
the whole loan outstanding under Section 14, without the inter-
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vention of the Court. The operation of Section 10 of the Act is not
only more efficacious, but it is also less harsh than that of Section 14, as
uniike Section 14 the whole property of the defaulter is not put to sale.
Operation of section 14 also involves some legal complexities. While
it is difiicult to hold the scales even, the primary banks should be very
careful in setting the coercive machinery in motion or they stand the
danger of losing whatever popularity they have gained.

Dircct help from Government.—the iand mortgage movement has
received financial support from the Local Government in the shape of
subsidies to land mortgage banks for ihe first three years of their esiab-
lishment. Further, the Government has amended the Tenancy Laws of
the Central Provinces so as to confer transferability of occupancy lands
in favour of land mortgage banks. The facility has also been recently
extended in favour of ordinary co-operative societies. A further facility
has been oifered quite recentiy, whereunder Khudkast and Sir lands can
also be mortgaged with greater ease.

In fine, we may say that while a ‘whole organisation has been set
up with a view to relieve the peasantry of the deadweight of debts, no
permanent results will follow unless their purchasing power is enlarged.
What an agriculturist needs is a complete revolution in his economic con-
dition and outlook on life. His creditworthiness, purchasing power and
productive capacity need to be enhanced. He should be thoroughly
grounded in the principles of co-operation with a view to arrest future
waste. Other things being equzl, land mortgage banks will contribute a
lot to the betterment of his fate.

The Managing Committee of the Provincial Bank, the primary land
mortgage banks and the Government Department are all trying their
best to popularise the movement and it is hoped that as soon as normal
conditions are restored, the land mortgage business in the province will
reach its proper height of development.



LAND MORTGAGE BANKS IN BENGAL

(Contributed.)

'L'here are at present 5 land mortgage banks in Bengal. They _are
located at Mymensingh, Commilia, Pabna, Bn-lbhum and.J essoie. In vuj:v:
of the persisient demand from other parts ol the provu‘lce, (xoverrllr}rlu.n‘
were approached for ten more land mortgage banks. (zov'er.nmcnt ‘a\'/g
since sanctioned establishment of five more Land Iorigage Banl«;b in
ihe province for the present. 'The expansion 01. the business ot. the
banks during the year under report was not as rapid as could be des;red.
This slow progress is due to the widespread operations of the Debt
Settlement Boards. The amendment of the bengal Tenangy Act no“.f
provides for the mutation of a fractional share irom a joint holdings
but more often than not, such holding is found o be heavily in arreals
of rent and the co-sharers cannot always be persuaded to pay their share
of rent, with the result that the share cannot be mulated. I[n the cas®
of Mohammadans the difficulty is aggravated by the fact that thf—‘lf
temales also inherit a share in the ancestral property and they often Jive
in their husbands’ places. Not actually in possession of their shares
they cannot be pursuaded to join the morigage bank as they feel. tl}at
they are not in any way benetited by it and rather jeopardise thelr 1n-
terest thereby. At times the members themselves do not desire that
their female co-sharers should join lest that might amount to an acknow-
ledgement on their part of the ownership of these co-sharers in the
ancestral land which they exclusively enjoy. Holders of korfa and other
under-raiyati rights, which are not protected interests, are debarre;d
from obtaining loans from the land mortgage banks. There are again
persons who do not feel anxious to borrow from the land mortgz.\ge
banks, lest they might not have any surplus land left after mortgagxr?g
the required guantity 1o enable them to raise any credit in future in
case of emergency.

The new Co-operative Societies Bill (since passed by the Legisla-
ture) offers facility to a member of a Land Mortgage Bank to get fur-
ther credit, by permitting him to create a charge upon the _mortgaged
property for a period not exceeding five years (vide clause 95(1) (b).)
This is likely to remove the present difficulty of a member a good deal.
The existing rate of interest of 834 per cent is considered to be some-
what high. The floating of proposed debentures in order to raise funds

- at a sufficiently low rate of interest, so that the prvesent lending rate of
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interest may be substantially reduced, has unfortunately been held up
by the existing war conditions. Several important provisions have in
view the improved working of Land Mortgage Banks through summary
procedure under the Public Demands Recovery Act which is a safe-
guard against deliberate and wilful default. ‘

The total working capital of the Land Morigage Banks at the close
of the year amounted o Rs. 5,050,518 as against Rs. 4,42,163 at the close
of the previous year. The working capital is made up of Rs. 41,168
from shares, and Rs. 4,46,896 irom loan irom the Bengal Provincial Co-
operative bank, Rs. 1,615 being the accumuliation in the Reserve Fund
and Rs. 15,839 appertaining to other funds and undistributed profits.
The number of members rose from 2,049 to 2,222, which includes 34
preierence share-holders. The borrowing members number 1,286 as
against 1,107 of the previous year. The total number of applications
received from the very start of the banks up to the close of the year
under review was 4,061 for a total loan amount of Rs. 19,69,046. The
number of applications investigated and considered was 4,460 covering
a sum of Rs. 21,24,282. The number of applications accepted was 1,731
involving Rs. 8,28,8i1 and the number of applications rejected was
2,729 for a total amount of Rs. 12,95471. Loans issued up to the close
of the year under report amounted to Rs, 5,96,823 in 1,286 cases. The-

amount of loan issued by the banks fell from Rs. 1,23,720 in the previous
year to Rs. 74,335 in the present year.,

The recovery of loans during the year was Rs. 30,170 as against
Rs. 33,854 during the preceding year. The total amount of loans out-
standing at the close of the year was Rs. 5,06,726 as against Rs. 4,62,561
at the close of the previous year. The overdues were Rs. 17,306 and
Rs. 5,187 respectively. The increase in the overdues is mainly due to
severe floods and the consequent distress in certain areas, It is, however
to be noted that a little over Rs. 10,000 was repaid by the unaffected
borrowers before due date. The loan advanced by the Provincial
Bank during the year to the land mortgage banks was Rs. 59,550,
as against Rs. 109495 in the previous year. Repayments were
Rs. 18,230 and Rs. 23,676 respectively. The balance at the close of the
year was Rs. 4,46,896 as against Rs. 4,05,576 at the close of the previous
year. So far as the Bengal Provincial Co-operative Bank was concern-

ed, there were no overdues at the close of the preceding year, but this
year the overdues amount to Rs. 6,867.

The total amount of loans advanced by the la
from the beginning up to the close of the year
Rs. 5,96,823 against the mor%_age of agricultural }

AMm2, N3~
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acres valued at Rs. 15,73,580 and also other immovable properties valued
at Rs. 2,35783—total Rs. 18,09,363. The loans advanced represent
roughly 33 per cent of the value of the properties mortgaged.

repayment are fixed with due regard to the size,

the paying capacity of the borrower and the
in every four years.

Instalments for
the purpose of the loan,
possibility of failure of crops once

The total original debts of the mérflbgrs amounting to Rs. 8,41,466
were reduced to Rs. 553,932 by conciliation. The assets of the mem-
bers have been estimated at Rs. 8,35,282 and Rs. 6,80,925 respectively,
leaving a surplus income of Rs. 1,54,358 against the total annual demand
of Rs. 77,219. The cost of management of the banks was Rs. 19,578,
as against Rs. 17,170 of the previous year.

The profits of the year amounted to Rs. 17,532 as against Rs. 13,287
of the previous year. Two of the five land mortgage banks Mymensi;lgh
and Comilla, became self-supporting and could refund ir’x full the ad-
vances made by Government towards thejr management charges.

LAND MORTGAGE BANKING IN MYSORE
(Contributed.)

Origin and History of the Scheme.—The Mysore Economic Confer-
rence urged the establishment of a iand mortgage bank as the most
promising means of relieving the indebted agriculturists and improving
their conditions, particularly in the Malnad. The Co-operative Commit-
tee of 1923 worked out a scheme for the organisation of a bank on co-
operative lines with a view to advance loans to bona fide land owners
at tirst directly, and later on through special societies formed for the
purpose. The Malnad Improvement Committee of 1925 recommended
the establishment of separate land mortgage banks, one for each of the
Malnad Districts. A mixed committee of officials and non-officials,
which was appointed by the Government in the year 1927, considered
the question and recommended that a central institution with jurisdie-
tion over the whole State might be established to provide long-term
credit to agriculturists. On the recommendation of this Committee the
Government passed final orders on 10th April 1928, sanctioning the esta-
blishment of a land mortgage bank as a Provincial Institution indepen-
dent of the Provincial and other Co-operative Institutions.

“The operations of the new Bank were to be limited, in the first
instance, to one taluk in each of the three Malnad districts of Shimoga,
Kadur and Hassan, and one taluk in the Maidan district of Tumkur.
The local work of the Bank was to be carried on through primary insti-
tutions to be specially formed, which would receive and report on the
loan applications, and make short-term advances out of their own funds.”
The grant of loans direct to individual members where there are no
primary societies was also provided for in the by-laws, but in practice
this is now discontinued. “ The share capital of the bank was fixed at
Rs. 5 lakhs and the bank was authorised to issue debentures up to Rs. 20
lakhs, the Government guaranteeing payment of interest not exceeding
5 per cent and also agreeing to invest a sum of Rs. 5 lakhs in the deben-
tures issued.” The concessions sanctioned in favour of co-operative
societies as regards exemptions from stamp duty and registration and
other fees were extended to the bank

The Registrar of Co-operative Societies was placed in control of the
scheme, and a whole-time Deputy Registrar was appointed to make the
preliminary arrangements. The Co-operative Societies Regulation was
amended with a view to bring the Land Mortgage Bank within its pur-
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view; a set of rules was framed under it, and the first body of directors
was nominated. Finally on the 25th November 1929, the institution was
registered as the Mysore Co-operative Land Mortgage Bank Limited
(now called the Mysore Central Co-operative Land Mortgage Bank
Limited).

The operations of the Bank which were first confined to four taluks
have been gradually extended to 48 taluks and 4 sub-taluks out of 73
taluks and 6 sub-taluks in the State. The Bank had at the close .of the:
year 1939-40, a membership of 207, with a paid up share capital of
Rs. 1,09,900 and a debenture capital of Rs. 10,91,700. Loans to the ex-
tent of Rs. 14,06,325 were sanctioned up to the close of the year 1939-40.
A sum of Rs. 12,61,610 had actually been disbursed. The primary land
mortgage societies held shares to the extent of Rs. 39,200.

The funds of the Bank comprise share subscriptions, debentures
and grants and other miscellaneous items. The share capital of Rs.' 3
Jakhs is made up of 10,000 shares of Rs. 50 each. The Bank is authoris-
ed to receive deposits, but as the primary activity of the Bank is to
advance long-term loans it is not receiving deposits.

Five series of debentures, as per details noted below, have been
issued by the end of 1939-40 with the approval of Government and under
their guarantee for payment of principal and interest. ‘

at 5 P.C. .. 2,18,500 1 Series
at 432 P.C. . 62,500 II Series
at 4 P.C. . 1.85,100 III Series
at 312 P.C. .. 5,00,000 IV Series
at 3% P.C. .. 1,25.600 V Series

These bonds are very popular and are issued at present at a premium
of 2 per cent.

The bank is authorised to issue debentures up to Rs. 20 lakhs having
currency not exceeding 30 years. The bonds are liable to be redeemed
or re-purchased at the option of the Bank after a period of ten years
from the date of issue, and bonds worth Rs. 1,32,700 have been recently
redeemed. The Comptroller to the Government is the Trustee to secure
the fulfilment of the Bank’s obligations to debenture-holders.

Management.— (1) Central Bank. The powers of the General Body
and of the Board of Directors are defined in the by-laws. The General
Body (subject to the control of the Government and of the Registrar)
is the “ultimate authority in all matters relating to the administration
of the Bank.” The administration of the affairs of the Bank generally
is entrusted to a Board of Directors consisting of a President and one
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member nominated by the Government and 16 others, of whom two are
nominated by the Government to represent the interest of debenture-
holders. The remaining 14 are elected, of whom not less than 9 (at the
rate of one for each district) are to be representatives of the primary
iand mortgage societies: The entire administration of the Bank, sub-
ject to the contirol and delegation of the Board, vests in an Executive
Committee of five members.

The powers and duties of the President and other office-holders are
also specified. The Secretary is a salaried oificer, appointed by the
Directors subject to the approval of Government, and is responsible for
the executive administration of the Bank, subject to the control of the
President. The bank staff at present consists of one Secretary, an
Amildar lent by Government, an Assistant Secretary and 13 hands,
excepting peons. Loan applications are scruitinised by senior officials,
who are qualified in law.

(2) Primary Societies.—The primary societies have their own by-
laws approved by the Registrar. The Committee generally consists of $
to 15 members. The first Committee is®ppointed by the Registrar.
'Where competent non-officials are not available to hold the offices of
Fresident or Secretary, the Revenue Sub-Division Officer or the Taluk
Amildar is appointed by the Registrar as President, and the Sub-Regis-
irar as Secretary. Their wide experience of men and local conditions
and the help they can render in their official capacity are thus availed
of for the benefit of the scheme. Members of the Committee are elected
so as to represent different hoblies constituting the taluk. The primary
societies are affiliated to the Central Bank by membership. The Central
Bank being the financing institution has power of supervision and con-
trol over the primary societies.

~ Loans.—Loans are of two kinds, long-term and short-term. Long-
term loans are granted at present for the following purposes only,
though the by-laws provide for issue of loans for the improvement or

‘better cultivation of land also, (1) for redemption of subsisting mort-

gages on agricultural land. (2) for liquidation of other prior debts of
agriculturists.

Short-term loans are granted out of the Bank's own funds for
current agricultural operations, and are advanced only to grantees of
long-term loans.

~ As the Land Mortgage Scheme is chiefly for the benefit of the agri-
culturists of ordinary and limitced means, long-term loans within the
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minimum o X i

i 1:5 j:.; | 3()'1?h:nd tmam_mum of Rs. 5,000 repayable in 15 to 25

e e tasued. rate of interest originally charged was 8 per cent

oo e tnate G(;rrower and 7 per cent to the primary society. With

of ey e G a\lr]ix;ranent subvention and the increase in the volume

o busk t,t . s now found it possible to bring down the rate
est to practically 6 per cent to the ultimate borrower

97‘4’;[‘he recovery of‘ the loan instalments has been satisfactory being
e (f)le:l (;:Zn:udur?g 1939-40. Of the loans issued amounting to
,01, m of Ks. 1,29,330, was recovered by the end of 1939-40.

Long-t ans
the agnfulf:f:ulf ‘gl'?nted do not exceed 50 per cent of the value of
St ands oliered as security. In view of fluctuations in the
o1 coffee and cardamom lands
. s the loans \ coeur - such
lands do not exceed 49 per cent of their value o the security of 54

years’p;;?: S;;iztl:: i;xvestlgatlon.j—lnvestigations were, in the lirst few
oy ade by o thiss called Valuators lent to the bank by Govern-
co-operative sociéties a:, :r;::ta:r e’ltrUSted o the Curele A .
oper: ; ‘ of economy. As this di rove
Zzﬁzﬁas:;y,ba s::lecxa{ stafl of Inspectors for land mt:?:gadgl: :Zi'lf was
tors of co-oeratije (‘Ov.el.pmenii; They are generally Senior lnspec:
xahivery orave Societies. There are at present eleven Inspectors
te sanction the a mortgage work. The Government were pleased
o Sanet SOCieuef;;omtlment of a Special Assistant Registrar of Co-
ey o ér .:md' mortgage work in September 1939. The
Owances of this staft are entirely borne by Government.

Proc : "

primary ::;:;:; g‘:;‘t“ng loang—TApplications are first presented to the
are referred to t'wo 1 erla pr eliminary scrutiny by the Secretaries, they
and report in for o I?xrectOrs and the Inspector for investigation
before the Dir tms prescribed by the bank. Their reports are placed
satisfactory Jc'ef:c oo Ofd the SO.Ciety who, if the cases are found to be
sent by th’e ('>mmen sanction of loan. The applications are then
o Tic;cgty ;o Ehe' Central Bank where they are thoroughly
of Sanctio;ung b an(;a: o Dlrecto.rs of the Bank has delegated the power
including the 1:’r%ideo tan Executive Committee consisting of 5 members
the recommendationsn ‘f The Elfecuﬁ‘,e Committee sanctions or rejects
sanctioned, bill of the primary societies. In the case of loans

» bills passed by the Comptroller who is the Trustee, Wil

be sent to the prim -

primary societies for disbur . oot

in th seme ec
e presence of the grantee. nt to the creditors dir
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Financial position of the Bank —Besides the share and debenture
subscriptions, the Bank has accumulated the following funds amounting

to Rs. 37,000.

Rs.
Reserve Fund 14,400
Bad Debt Reserve 8,500
Dividend Equalisation Fund .. 5,000
Premium on debentures 5,965

2,000

Reserve for contingencies

Extension of the Scheme.—In the extension of the scheme no attempt
“to hurry the institutions into the existence to meet a popular demand”
has been made. The selection of additional areas to be brought under
the scheme is made by the Registrar in consultation with the Central
Bank after instituting a detailed investigation by the Departmental Staff.

General —The policy of the Bank has been to liquidate all the debts
of an applicant ; and loans are generally granted to bona fide agricultur-
ists only. The Government have been taking keen interest in the pro-
gress of the Bank and have granted a number of concessions to facilitate
its work. The Royal Family has evinced its interest in subscribing
heavily for the debentures of the Bank.
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Year Book oF AGRICULTURAL CO-OPERATIO .
) N, 1941. Edited by Hor
Plunkett Foundation, London, P. S. King & Son. o Horace

The current Year Book of Agricultural Co-operation is the slim-
mest of the kind so far published by the Horace Plunkett Foundation
Several important contributions have been withheld from publication.
ip the anxiety to despatch the Year Book sufficiently early to reach in,
time overseas readers. Miss Margaret Digby, the talented Secreta
o.f the Foundation and systematic contributor to the Indign Cé-m i
tive Review, has gone out on war work. This Year Book has on
edited, in her absence, by Dr. C. R. Fay, .
the Trustees of the Foundation,

s been
> the distinguished Chairman of
There is, however, a weight i

; . . s v contribu-
tion from the pen of Miss Digby in the shape of a fifty pages survey

on the Co-operative Movement in Canada, which she had studied at
ﬁr.st‘ hand early in 1939. Dr. Fay himself makes the largest z;n’d ae -
original, contribution surveying the co-operative experimer’lts ma\dvm'.y
the ?vide.ly scattered Colonial and Tropical possessions of the Briiislix1
Em;.nre,.m which is included a part of India. The third Iérgest contri

bution is a departmental report on Co-operation in Newfoundlanc;-
where there were a number of obstacles to overcome, particularl th’
backwardness in education of the large ‘fishing co;nmum'ties yThe
farnount of adult education work done in this country is remarkal;l 3
is worthy of adoption by others with a similar population. Of th: ?n

othe.r special articles, the one on Fnglish and Canadian Séhools is i ‘tm,
resting from the pedagogic point of view but its rele o
operative Year Book is not clear.

tors to this Year Book is rightly a
by Mr. H. F. Norman of the care
Finlay, the third of the greatest Iri
Horace Plunkett and George Russe
man has had close contact as
Agricultural Organisation.

vancy in a co-
The pride of place among contribu-
ceorded to a very fascinating sketch
er and character of Father Thomas
sh Pioneers, the other two being Sir
11 (AE), with all of whom Mr. Nor-
a collaborator in the work of the Irish
It is worth reading and re-reading.

2 1Commur'lications from correspondents are rather meagre. They
eal more vtnth the repurcussions of the World War on the Co
Movement in ahout a dozen countri
and Kashmi i
and K- nshg:lx; Reviews and 'Short Notices are shorter than usual, sec-
o < om.ttxography. and Digest of Co-operative Law have been,alto-
, Sether or i ted.—nothmgr surprising in a year of such extraordinary
strain. The wonder is that the Foundation, located in the.

. -operative
es, big and small, including Ceylon

R
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heart of air-raided London has found it possible to publish the Year
Book in the spirit .of ‘ Business as usual.’

The gaps in the Year Book have been more than made up ior by
the elaboraie survey covering 75 pages by Dr. Fay, referred to already.
It is much more than a study of co-operative activity in the far flung
tropical possessions of the British Empire. The economic, geographical
and historical background that the iearned author provides is brilliant.
In fact the sketch of the Co-operative Movement, such as it exists in
many of these regions, is eclipsed by the excellent exposition of the
economic background for such a Movement. The countries touched
upon are ithe West Indies and Newioundland in the Atlantic, Tropical
Africa—East and West, and the kasi Indies in their old and widest
cense which includes not merely Wiaiaya, but Ceyion, Burma, and
india. Dr. Fay has paid short visits to Ceylon and South India and to
a number of West Indies isiands. He gives out his impressions found in
the course of rapid tours in these lands, and for the rest he relies mainly
on the printed word.

Dr. Fay is of the firm view thai smail isolated political units can-
not survive in the future and that economic and co-operative stability
cannot be assured wiihout potiticai stability—for which it is vital that
the smaller units should unite into a federation. He suggests certain
groupings or federations, which it is for countries concerned to accept
or reject after due consideration. We are unable to follow his cryptic
allusions io our country when for instance, he says * Burma was wise
perhaps to separate from India”; but she should in future group her-
self with countries more distant and scattered in the Indian Ocean and
inhabited by races not more akin to Burmans—with Malaya, Sarawak.
Borneo and Ceylon. Dr. Fay takes the British statesmen to task
for refusing to grant full responsible Government to West Indies and
Kenya (by which he means the white settlers there) on the plea that
the Empire is a Trust “a notion that has been worn to death.” And
he says “ only when they have the power (the power to do right or
wrong) will they want to do what is right.” The treatment of the
native races and Indian settlers by the self-governing whites in South
Africa belies this hope. Of the many interesting sketches he gives
centering round some commodities his graphic account of the struggle
between the United Fruit Company and the Banana Co-operatives in
Jamaica and of the spectacular progress of the sugar industry in India
after a long period of official pessimism and discouragement are worth
studying in particular.

Of the Movement in India whose “ mere size makes it a difficult
country in which to study ” Dr. Fay has little to say except incidentally.

13
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But the little that he says in this way is rather sweeping, e.g., “ Co-
operation in India, if we except the Punjab, and co-operation in Burma
in particular, has suffered from most of the defects that men can
achieve.” The movement in the Punjab, which comes in for praise at
more than one place may deserve praise but not at the expense of other

provinces, some of which have a much better record—in some branches
of co-operation at any rate.

We have no desire to pick holes in a piece of work which displays
a rare wealth of knowledge and power of argumentation in the process
of laying bare the multiplicity of factors that account for the progress
or the reverse of the Co-operative Movement in different countries.
-The author has a very alert mind and is not wedded to any particular
ideal as regards tenure, or size of forms or size of societies or o free
trade or protection. He has a suppleness of mind which is not com-
monly met with in co-operative literature. The whole survey is an
intellectual treat and abounds in exquisite epigrams not only on the
Co-operative Movement but on economic organisation in general.

K. C. R.

THe Mapras GeENErAL Sarks Tax Acr. By Dr. B. V. Narayanaswami

Naidu, and S. Thiruvengadathan. (The Annamalai University,
Annamalainagar, 1940, Rs. 1-8-0).

Madras is the first among the provinces in India to have passed a
general Sales Tax Act though the Central Provinces and Berar preceded
her by imposing a selective tax on the retail sales of motor spirits and
lubricants. Though the main aim of the authors is to reveal the work-
ing of the tax in a particular district of Madras—South Arcot—they
have covered a wide field. Beginning with a short history of the sales
tax in India and certain European countries from early times, the
authors have shown that the tax has been popular with several Gov-
ernments in Europe and America as a productive source of revenue
with the notable exception of England, which is temperamentally averse
to any form of indirect taxation. The form, yield of the tax and the
difficulties experienced in administering the tax in these countries are
clearly pointed out. The introduction of the tax in Madras is attributed
more to the policy of Prohibition, than to the desire to balance the
budget or correct the inequalities in the burden of taxation between
town and country. On the other hand in Bombay the tax is motivated
by the policy of rural development. While the Madras Act has adopted
the broad principles of the tax as followed in the West it differs from
them in certain important respects. In the latter countries the services
are also taxed while the articles of food and the prime necessaries of
life, Government enterprise and to a certain extent machinery and

. ReviEws 3

exports are exempted. On the contrary the Madras Act has failed to
give concessions even to articles of food and necessaries. But a rebate
of half the tax is allowed on exports of finished articles of industrial
manufacture to places outside the province. In the view of the authors
the policy of the Madras Government regarding taxation of exports can-
not be condemned. For in India exports consist mainly of raw materi-
als which the Central Government tries to conserve for the purpose of
industrialisation of the country and complete exemption would therefore
run counter to this object. The legal validity of the sales tax imposed
by a Provincial Legislature was questioned by some parties and it was
referred to the Federal Court for decision. The Court’s decision,
establishing the right of the provinces to levy a selective sales tax and
clarifying the meaning of the term ‘ taxes on the sale of goods’; is exa-
mined and also published as an appendix. The authors have described
in detail the system of accounting commonly adopted by the merchants
in the South Arcot District. Their enquiries do not lend support to the
general view expressed that the expenses of merchants would increase
due to the maintenance of accounts. Only in cases where the accounts
are kept in vernacular and where a translation is necessary there has
been an additional charge on account of this item. They suggest that
this difficulty may be overcome by the officers learning the rudiments
of the vernacular languages.

Besides noting the possible methods of tax evasion they have
described the various kinds of evasion actually practised by the mer-
chants in the area under their investigation. The anamalous position
of the ‘Agents’ and seasonal traders is also brought out. To check
this it is necessary, in their opinion, that the Government should take
steps to amend and modify the Act and Rules and also lay down new
rules if and wherever necessary. They also plead for stricter enforce-

ment of the Act and Rules by inflicting severe penalties on wilful de-
faulters.

The effects of the tax on the turnover of business, wholesale and
retail and on the middlemen have been investigated. From their en-
quiry, though confined to a restricted area, they find that, except with
the wholesale dealers, shifting has not been so easy with all the retail
traders under the present competitive conditions. Curiously enough
in some cases the retail sellers have for sentimental reasons borne the
brunt of the tax themselves.

The effect of the sales tax on the turn over of the
local co-operative consumers’ societies has been closely studied ;
the latter entertain the fear that they would be undercut in the matter
of prices by the tax free retail trader, resulting in loss of business and
retarding the progress of the movement itself. An analysis of the
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business turnover in the two local societies in Cuddalore and that of the
premier society in Madras, the Triplicane Urban Co-operative Society,
judged: by their transactions, shows that they have not suffered by the
levy of the tax. Besides the societies have not followed a uniform
principle, some paying the tax from their general profits and others
adding it on to the price of the articles. The T.U.C.S. has done the
former and could pay only smailer dividends to members and less bonus
to employees. The authors admit that though there has not been any
adverse effect on the business turnover the expansion of the activities
of the societies has been hampered. On this and other grounds the

. ) e
co-operative consumers’ societies deserve special consideration at the
hands of the Government.

They have not also been able to find any tendency towards dis-
integration of business as was expected by some. Cases of double
taxation have not been common except in the case of a tax on the
purchase amount of the raw commodities such as groundnut, leaf-
tobacco etc. Here they would suggest the exemption of the first sale
of the locally finished product of the above raw materials. It is pointed
out that much of the time of the Tax Officers is occupied in routine
work leaving little time to attend to the more intelligent and important
work of discovering ‘ systematised, polished and well-executed methods
of tax evasion based on perfect understanding between the parties—
purchases and sellers” The administrative machinery should be per-

fecft;d by expanding the technically qualified staff as well as the clerical
staft.

The study suffers from its having been undertaken a little too early
after the passing of the Sales Tax Act. We hope the authors will pur-

sue the enquiry and publish the results of the working of the Act since
they studied it last.

Editor.

Mopern EcoNomic ProsLems. Edited by Baljit Singh.

E ics
Club, D. A. V. College, Cawnpore, 1941, Rs. 2). (Feonomic

This bulletin is a collection of papers read under the auspices of
the Club, and studies or investieations of specific economic i)robl’ems
made. u.nder the direction of the President of the Research (‘Zomm‘ittee.
In his inaugural address to the Club the President, Principal Kalka
Prasad Bhatnagar, stresses the importance of factual survevs and col-
lection of accurate statistical data on some practical problef;é.

.There.? are 15 c'ontributions in all, grouped under six main headings
representing the different branches of economics. Of the three paDEi‘S
on the general principles of economics, one by Mr. M. P. Mathur deals
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with the static and dynamie view of economic phenomena. The second
paper on the Malthusian theory of population by Mr. Sita Ram Pandey

‘makes a brief study of the early theories of the population problem, the

problem as set out by Malthus. the criticisms levelled at his theories
and the problem as affecting India. The third paper bv Mr. S. P.
Mathur iz on Feonomic Planning. He studies the present state of indus-
trial orsanisation in India and the necessity for planning. at the same
time pointine out the limitations and obstructions in the way of formu-
lating a national plan. A brief note on the National Planning Com-
mittee set up by the Congress in 1939 is also added.

In the second proun ‘Trade and Industry’ the problems of sugar
industry have been studied in detail. Mr. Ramdass devotes attention
to tho nroblom of marketins susar and its nroducts and eives o des-
crintiva aceotnt of the methods of assemhline. arading and standardis-
ing. storing. and the whole-snle distribution of the nroducts in the
United Pravinees. My, B. S. Srivactava traces the history end growth
of the sugar industrv from 1930, when the auestion cof nrotection was
reforrad tn the Taniff Boord by the Government and has surveved the
position of the industry during the nerind of the crisis. He hes manv
useful susoestions and eonstructive schemes for nlacing the industry
on » stable hesis. Mr. 8. S. Rathi has given us an interesting account
of the historv and vrogress of the manufacture of and trade in the
Alioavh lorks and allied industries which have eained much ponularity
in India.

There are three naners devoted to investigetions on industrial
lrhour. Mr. S. Haenan Javs down the eoneral princioles that chould
aovern the relationshin hetween the emvlover and the emplovee and
canital and Jabour. Tho activities of cenital and labour, the two essen-
tial factors of production must he so en-ordinated a< to hring the opti-
mum result. Under the charneging circumstances of the world, rezdjust-
ment of the relationg. in his view. cannot be left tn the free nlav of
repnamic forees but to a snerisl machinery which it is the dutv of the
State to nrovide. This is followed 1n by the second paper which is an
investigation into the davelonment of factoriec and the conditions of
fartory Iahour in the United Provinces. The thivd noner is an obiective
stndv of the prohlems of industrial housine with nartienlar reference
to Cawnnors. The nener on ¢ Pravineial Financag imder Autonomy’ ig
haoth a histarieal retrosneet and a study of the firancial relationshin
between the Centre and the Provinces after thn inauguration of
atttonomy.

There are two sections that deal with the organisation of Agricul-
tnre, Village Conditions and Co-operation.  Besides one paper on
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¢ Agriculture in the Depression’ there are two brief economic surveys
of villages. A short account of the history and progress of the Co-
operative Movement in the United Provinces has been given by Mr.
R. N. Uberoi, covering all the different aspects of the movement and
the scope that it has for the future. He has pointed out the necessity
for an apex bank, the reorganisation of the societies on the Burma
model and the need for more land mortgage banks for providing long
term credit. In his opinion the movement has a bright future if certain
fundamental defects, which have been enumerated, are removed.

Editor.

GLIMPSE OF THE C0-OPERATIVE MOVEMENT 1IN Assam. By L. K. Barooah.
(Published by Kamal Chandra Borah, Sewali

Printing Works,
Nowgong, Assam, As, 8).

This booklet is a reprint of the paper read by Mr. L. K. Barooah,
at the All Assam Co-operative Central Banks’ Conference. He deals
briefly with some of the important phases of the Co-operative Move-
ment in Assam and, in a simple and concise form puts forth his sugges.
tions and recommendations for the rehabilitation of the movement in
the Province largely drawn from the experiences and experiments of
some other Provinces, and specially Burma. The Co-operative Move-
ment in Assam has been passing through a critical stage and there has
been an all round decrease in the membership, working capital and
reserve fund of the agricultural societies. Nearly 98 per cent of the out-
standings to the members were overdue and on a comparison with other
provinces the position in Assam is found to be staggering, This has
vitally affected the stability of the central banks which are the financing
agencies to the societies. He rightly attributes the causes of the present
impasse to the inherent defects in the organisation of societies and to
the paucity of non-official workers in the past, well trained in the high
ideals of co-operation. He strongly feels that unless the right type of
men join the field, there is no chance of success; but yet he would not

sound a note of undue pessimism. He cites the instance of Burma
where the movement had practically colla

went under liquidation. But their effort
the movement through a far-reaching,
been put into operation and has been
proves of the Burma scheme as a model
modifications to suit local conditions,
Mr. Barooah feels doubtful if multipurpose societies can be
worked with success at the present moment in India though
he agrees that the objects of the Co-operative Movement should
be comprehensive and it should serve as an effective agency for all the

s have been made to revive
constructive scheme which has
working successfully. He ap-
for the Province, with certain

psed and the Provincial Bank
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needs of the rural population. On the question of land xtnortgz;i Il:::k;
he thinks that the separation of long.term .and short lelarn;d nance is
long overdue. He further urges that immediate stc‘eps t; ox;) Do waken
to develop the non-credit side ?f the movement in ‘:ith rOther i
organising special types of societies. By a cc{mpi;rx‘sonc o
vinces he brings b0 e e infadequa:i?c, iigp::iio:e:ng education and
in the Province for audit, 1 ed

iir;:finziﬁ that a separate audit staff ‘should bekmam‘;a:ieei tfc;; pg:i

roper audit of the societies. In conclusion he makes a fe appeal
fo the veteran co-operators to find out a sol:tlmn f(})lr ﬂ: 1§r(e);ihnisﬁc
passe, chalk out lines of new developmex?t and launch a 2h optimiste

i isation of the Co-operative Movement In the

g‘ﬁ:;ﬁg::t:ﬁ:?fs altlice?nauthor deserve due consideration when a scheme

e ince.
of rehabilitation is drawn up for the Province <



CO-OPERATIVE SOCIETIES AT WORK IN INDIA
ASSAM.

Extracts from the Report of (he Registrar  of  Co-operative Societies,
Mr. 8. L. Mehta, 1.C.S., {or the year ending 3ist March 194¢.

Summary of General Progress—The old policy of consolidation and cautious
expansion had to be continued though thic rchabilitation of the movement, with a
comprehensive and well-conceived recovery plan to improve the cconomic’outIOOk
of the country, was of immediate necessity. Without an adequate staff and financial
commitments from the Government, the crises cannot be averted. The IVIov;ment
passed through another year of severe ordeal, The working of the co-operative socie-
ties did not make any progress whatsoever. During the year, 70 new socielies were
x:egistered and 42 liquidated; the number of societies stood at 1579 as against 1551
in the previous year. The total number of members of all classes of societies dec-
reased from 61,624 to 60,644. There was increasc in the membérship of the non-
a.gric‘ultural societies but the decrease in the membership of the agricultural socic-
ties is striking. The total working capital of societies continued to decrease from
Rs. 88,21,352 to Rs. 8344914 i.e. a decrease of Rs. 4,76,438 as against Rs. 1,98928
of the previous year. The actual transactions of credit societies of all classes, v:vith
their individual members show that new loans to the extent of Rs. 9-39 lakhs
were issued to them as against Rs. 9-60 lakhs, and recoveries amount~
ed to Rs. 10-3¢ lakhs against Rs. 9-83 lakhs in the previous year. The
total loans due by individual members stood at Rs. 14:32 lakhs and Rs‘ 19-29
lakhs in the agricultural and non-agricultural societies respectively ag .against
Rs. 16:47 and 19-16 in the previous year. There was no sign of decrease in the
averdues of the agricultural societies which continued to be at 93 per cent as in the
previous year. The total reserve fund of all the societies further decreased from
Rs. 15-51 to 15-14 due to the heavy reduction of the reserve fund of the agricultural
societies. Most of the agricultural socicties are running at heavy losses due to
the .inability to reduce the loans by bringing them down to the level of present re-
paying capacity, absence of finance for seasonal loars,
pf)wer of recovery, want of timely action for recovery, absence of any moral persua-
sion to repay dues, non-onservance of the cardinal principles of co—operatif:n and
the applicability of the provisions of the Assam Money Lenders Act and decisi : d
the Debt Conciliation Boards to the co-operative societies. : A
of the condition of the societies has novr brought the movement to a state of collapse
and nothing short of a comprehensive scheme of rehabilitation o reconstruct :nd
revitalise the movement will bhe able to suve it from utter ruin. ’

absence of any summary

Continued deterioration

.Suf'ma Valley Co-operative Organisation Sociely.—The society continued to
maintain its existence only on its own resources from subscriptions, as Govern-
ment. grz%nt was discontinued in 1932-1933. The society received a’ Government
contribution of Rs. 500, and with this amount, it commenced again the publication
of Samabaya (a monthly journal in Bengali), revived the Surma valley Co-opera-
_tive Conference by organising three subdivisional conferences and one Provincial
and Central Banks’ Conference, participated in two exhibitions and organized two
rural uplift societies,

B
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The Provincial Co-operative Bank of Assam.—The Provincial Bank continued
to maintain its position, as best as it could, under the most disquieting circum-
stances prevailing in the co-operaiive movement in the province, as the following
statement will show:—

1938-39. 1939-40.

Number ©of members: Individuals 27 27
Societies .o a3 54

Paid up share capital 1,11,800 1,11,600
Deposits and Overdrafts 2,29,364 1,81,355
Reserve and other funds . 44,123 47,608
‘Working capital .e 3,080,331 3,40,023
Loans made to Central Banks and Socielies .. 11,29¢ 13,00u
Loans due by Central Banks and Societies 2,30,708 2,090,598

From the above figures il will be secn thai tnere was a heavy fail in the working
capital owing to withdrawal of deposiis and small inflow of deposits.

The subscribed and paid up share capital of ihe Bank sightly decreased iron
Rs. 2,23,700 and Rs. 1,11,800 to Rs. 2,23,200 and Rs. 1,11,560. ‘ihe deposits reccived
and refunded during the year amounted to Rs. 22,141 and Rs. 56,195, against
Rs. 55,748 and Rs. 47,550 respectively in the previous year. The deposits from mem-
kers and outsiders including the overdraits held at the end of the year also decreased
from Rs. 229 to Rs. 1-81 lakhs. ‘ihe rates of interest on fixed deposits, however, re-
‘mained at 3, 3%, and 4 per ceni for 1, 2 and 3 years respectively as in the previous
year. No interest is allowed on the current deposits by the Bank. ™The paid up
share capital is about 65 per cent ot the amount of deposits held by the Bank

against 54 per cent in the previous year.

Loans issued during the year amounted to Rs. 13,5060 only against Rs. 71,292 in
the preceding year. Due to non-payment of dues by the primary societies, most
of the central banks were in difficulty to meet their obligations to their depositors,
as well as to this Bank, with the result that although there were unusually heavy de~
mands from the ceniral banks ior new loans by societics during the year, the bank
had very little resource left at its command to meet their crying needs. Moreover,
in the present critical position of the Co-operative Movement in the province, the
Bank had to act with great caution in the matter of fresh finance to these cen-

tral banks.

The recovery of loans and collection of interest from societies amounted to
Rs. 42,270 and Rs. 14,369 as against Rs. 51,282 and Rs. 17,378 in the preceding year.
The current demand of interest was Rs. 15,932, out of which Rs. 6,954 was realised
within the year. In view of the present unsatisfactory condition of the co-operative
societies better results in the collection could not be expected. The total loans out-
standing at the close of the year amounted Rs. 2:56 lakhs with Rs. 14,549 as interest
against Rs. 2-81 lakhs with Rs. 12,986 as interest in the previous year. The over-

14 )
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dues stood at 51 per cent as against 43 per cent in the previous year. The overdues
include a sum of Rs. 12,499 due from socicties under liquidation which earns no
interest. The interest outsianding from these societies amounted to Rs. 3,168.

The working of the Bank resulted in a net profit of Rs. 8,974 against Rs. 9,866
in the preceding year. The Bank declared a dividend of 5% per cent on preference
shares and 414 per cent on ordinary shares as in the previous year. ‘Lhe reserve
fund of the Bank stood at Rs. 25,010 at the close of the year. The bad debt{ fund
further increased to Rs. 10,598 and building iund remained at Rs. 2,000 as in the
preceding year.

Central Banks.—The total nuinber of central hanks continued to be 18 as in the
previous years, of which 5 were in the Surma Valley and the remaining 13 in the
Assam Valley Division. Almost all the central banks, except some of the smaller
ones, are faced with difticulty to mamtain their eoedit,. 'The posilion of ihese banks
deteriorated further during the year under report. '

The number of society and individual members in the central banks decreased
from 1,230 and 647 to 1,218 and 640 respectively. The paid-up share capital also
decreased from Rs. 195 to Rs. 1-88 lakhs. The total working capital further
decreased from Rs. 23-07 to Rs. 2182 lukhs. The reasons for these decreases are
obvious. The central banks are gradually contracting their business by collecting
their dues. The proportion of the paid up share capital to the working capital was
near about 9 per cent as against 8 per cent of the previous year. The following
further figures show the working and position of the central banks for the last two
years: —

1938-39. 1939-40.
Rs. Rs.

Loans and deposits held at the end of the year troin
individuals and other sources .. 13,639,709 12,43,150
Loans and deposits from societies .. 2,08,946 2,22.694
Loans from the Provincial Bank .. 2,26,316 2,09,333
Reserve Fund .. 1,23,25¢ 1,27,161
Other funds .- 1,83,468 1,91,673
Loans due by societies .. 15,717,007 14,68,814
Loans issued to societies .. 55,679 42,594
Loans repaid by societies .. 94,358 1,52,268
Interest realised .. 1,07,501 1,10,057
Cost of management . 38,114 37,690
Profits .. 17 8,076

Agricultural Credit Societies.—The total number of agricullural credit societics
with unlimited liability decreased from 1,324 (g 1,345 of which 668 were in the Surma
Valley and 647 in the Assam Valley Divisions, as againsl 670 and 654 respectively
in the previous ycar. As in previous years the 10 limited agricultural societies.
which were started as health societies, were practically doing credit business. The
number of members in agricultural socictics further decreased trom 41,189 Lo 39,160,
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which is indeed deplorable. The working eanital of these societies continued to fall
further from Rs. 28,69,283 to Rs. 2579449. They is.ucd loins to members to .the
extent of Rs. 82774 as against Rs. 88,789 and rccovered Rs. 193,818 as against
Rs. 156,573 in the previous year. This improvement in .crﬂlections was dL}e to ’fhe
facilities given to the debtors by way of remission of .mferem. .the drastic action
taken against recalcitrant debtors and increase in the price of agricultural produce.
The total Joans due from individual members stood, at the close of t‘he year, at
Rs. 14,28,527 as against Re. 16,43,099 of the previous year. Thv overdue al}wunt
came t’o Bs. 13,26.599, i.e., nearly 93 per cent, as in the. previous }renr. Inspite f’f
vigourous attempis to reduce the overducs, thore is no sign of o improvement in
this resnect. Most of these agricultural credit societies are running at a loss.‘ The
profit and loss item of those societies resulted in a net loss of. Re. 53,187 as a'gamst a
net loss of Rs. 58,626 of the previous vear. The number of sociclies running at a
Joss is on the increase.

Non-agricultural Credit Societics.—The tofal number.of societies increasec? to
163, and the total number of members rose to 14,623 as against 13,614 of the previous
year. The working capital slightly dccreased from Rs'. 26~57‘to Bs. 2649 lakhs.
The percentage of owned capital to that of the w?rkmg capital is more than 57
per cent as against 58 in the previous year. which is no doubt encouraglng, They
jssued loans to the extent of Rs. 8,52,577 during the year, and recoveries of loa.ns
amounted to Rs. 8,23947. Inspite of docrease in the issue of fresh loans, recaveries
showed an improvement. The total loans due to these societies from members stood
at Rs. 19-27 lakhs as against Rs. 19-12 in the precvious year. The overdues ht?w—
ever increased from Rs. 7-01 to Rs. 8-15 lakhs which is 42-3 per cent as against
36-6 per cent of the previous year.

Land Mortgage Banks—As in the previous years the five land mortgage bar‘lks
continued their cxistence through extremely difficult circumstances, without doing

any useful work. The total amount of loans issued was Rs. 2250 only as against

Rs. 2,400 of the previous year. The total recovery of lofms amounted to Rs.' 15,126
as against Rs. 19,077 and Rs. 41,821 of the iwo preceding years. 3ecov;1;§s atri
gradually falling as most of the assets have been fr?zen from a long time. 2'55v1t§:
Yoans due from members stood at Rs. 2-61 lakhs jmth an over dl.le of Rfs. A ;4 tsx
which represents nearly 98 per cent. The working capital decreased from o

4-37 lakhs.

Stores and Supply Societies.—The total number of these societies was 17,. as
against 13 in the previous year, with a membership of 910. The working capital
of these societies was Rs. 1:11 lakhs and sales amounted to Rs. 1-75 lakhs.
They earned a profit of Rs. 7,506.

Milk Societies.—The fotal number of milk secieties further decreas?d from 16
to 15. The work of these milk societies in the Surn.ua .Vall'ey have practxcal!y be.elkn
closed and all {he 9 societics are awaiting for‘mal Yiquidation. Out of t‘hc.a six mx.
societies in the Assam Valley only 4 are workmg.. The general supervision of‘ thlls
class of societies rests with the officers of the lee—sfock branch of. the Agricul-
tural Department under the Deputy Director of Agriculture and Live Stock.

Land Improvement Society. —The Pailgaon Land Improvement Society, the only
society of its kind has shown marked improvement in its working. The embank--
ment crected by the society has proved quite successful though it entails expendi-
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ture annually. It spent a sum of Rs. 109 for earth work during

t the year. Atten-
tion of the neighbouring villages has been attracted to the use

fulness of the society.

Women’s Societies—The total number of SO
previous year. The Sylhet Women Co-o
Limited, continued to work satisfactoril
members from 46 to 53. The savings de
was invested separately in banks.

cieties was five as against one in the
perative Thrift and Home Savings Society,
v, showing an increase in the number of
posits rose from Rs. 745 to Rs. 1,294, whicn

Reserve and other Funds.—The reserve
decreased from Rs. 19-53 to 19-07 lakhs,
funds of the agricultural societies.

and other funds of all classes of societies
due to the heavy reduction of the reserve
The total reserve and other funds represented

: r g capital in the movement as against 22 per cent
in the previous year. Most of the reserve fund, specially of the agricultural socie-

s ‘ tterpts to have these funds separately invested
but with no appreciable results yet. As most of these societies are in extreme diffi-

culties to meet the ohligatory charges of re-paying the long averdue loans of
financing banks and matured deposits due to unsatisfactory collections, it is not
possible to get the reserve funds separately invested so easily.

General Remarks.—Heavy accumulation of overdues has brought despondency

and nervousness amongst the members of the agricultural societies resulting in
reluctance to pay, as there is hardly any hope of fresh finance in villages due to
the present conditions prevailing in the money market. In fact, fresh finance in
rural areas for agricultural purposes is a serious problem

ces and providing ade-
. . : But nothing substantial has yet been
done in this Province to save the movement from collapse. I havye cried hoarse

over it for years past but without any tangible results. In the Government resolu-
tion on the last year's report it was mentioned that actually proposals for increase
of staff were started but due to financial situation provision for only nine Assistant
Auditors could be made in the current year's budget, and Government had under
consideration a proposal to finance the Provincial Bank with a handsome loan, the
details of which were being worked out. It has since heen decided by the Gov;em-
ment to offer a loan of Rupees one lakh to the Bank at 5 per cent p:er annum. In
my last year’s report 1 stressed the immediate necessity of adequate financial help

by the Government for the movement and T do ho ; i
pe that the hel 1l
be forthcoming without further delay P sought for wi

HYDERABAD.

Government Review of the Report o

[ the Registrar of Ca-opor tive Sacieties,
H.E.H. The Nizam's Government, for F perafive Sacefies

asli 1348-1349 (1939-40) .

from 3638 to 3958 and membership rose from
tal of the movement increased from Rs. 2,74
share capital and the v

1,37,948 to 1,54,412, The working capi-
' ,73,311 to Rs. 2,77,56,935. The paid-up
arlous reserves were larger than last year, and stood at
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Rs. 63,45273 and Rs. 57,42,408 respectively—their proportion in the aggregate being
48 per cent of the working capital, as compared to 46 per cent of the year before.

The Central Co-operative Union.—The Central Co-operative Union caf'ried
out its educative and propaganda work with a staff consisting of an Eduecational
Officer and ten propagandists. Co-operative week-end classes wc’are lf.xeFd at 23
centres and were attended by 300 members of societies. Oﬂ‘:lcers tramm.g c.lass
was attended by 102 candidates, out of whom only 10 passe.:d in the .exammzxtxon,l
Training class for supervisors were attended by 132 candidates, Whlle‘ thg gux:.
reconstruction class at Patancheru Rural Developm'ent (.'Jentre was' atten el 3
37 teachers of primary schools. On the adminis.tr;'atwe side t}}e Union Zx;nzp oye
128 supervisors for the supervision of village societies at a cost of Rs. 85,432.

The Dominion Bank.—The Dominion Bank maintained its strong ﬁnan(:'ial
position with a paid-up share capital of Rs. 5,680,580 and .rese?ve.s'c?f Rs. 9,02,&::)4.
The owned capital stood at Rs. 14,63,534 as against outsTde 'hab111t1es amoun mﬁ
to Rs. 28,70992. There was a marked improvement in its transactions wit
central banks and societies to whom it advanced Rs. 5,02,'(}83. Rs. 17,52.54!% wis
recovered from them, leaving Rs. 7,95,115 outstanding as against Rs. 20,45,596 in t te
previous year. The Bank advanced house-building 1o.ans to Government servants
amounting to Rs. 4,25,320, leaving Rs. 891,655 outstandinz at the end of the year.

Central Banks.—The central banks did not show any marked improvemenlt{i :n
last year’s position, though their membership rose from f1685 to.4'843 and .the v;o:he n;g
capital from Rs. 65,09,725 to Rs. 66,98,310. The financial position of mr;)e o _ Rai—,
viz., Aurangabad, Hingoli, Medak, Sangareddy, Nalgonda, Suryapet, Gulfa;‘{ga,:‘m.37
chur and Yadgir central banks caused anxiety; b'ecause, out of a total of Rs. i
lakhs outstanding with the primary societies affiliated to them, as much as. 01;5.1 3
lakhs was overdue under interest. The banks t.h(?mselves owed Rs. .1626 2 ‘: tz
principal and Rs. 11-65 lakhs interest to the Dominion Bax‘1k and Rs.f 7-11 a Zie_
depositors. An exhaustive examination of the assets a‘nd. lxab111t1e§ o hw. a%e S0 -
ties affiliated to them disclosed the fact that the societies, .and in their u;ltq he
central banks, could not recover fully the amou.nts‘ cfutstandmg as arrea::s.. : }\:vm
therefore decided to scale down the debts of mdxv1dua} members. to 1r;mg te 1
within their repaying capacity, and to advance conc'esswnal loans to t ? c;ln ra
banks to enable them to write off bad debts. These nine central banks We;,e here-
fore advanced by Government loans amounting to Rs. 8 lak?xs free of mter}(jst re-
payable in five years, and Rs. 7 lakhs at 3 per c.e?t pa‘yable in 10'years: The s;{lm
of 15 lakhs thus placed at their disposal was utlhsed' lfl consultation with t e. e-
gistrar to repay the outstandings owed to the Dominion Ba'nk and 'tol dep.o:nors
bearing interest at 3 per cent and over. It is h'opcd. that th;s “ﬁlna?aa.daisxs an::;
given by Government will save societies from going 1.nto wh.o esale liqui z;l .}o}r: :\,i .
will help the banks in following a policy of augmenting thcflr r?servejsl,lw; ic) h
inevitably have to be drawn up to wipe out losses. The situation wi e closely

watched.

Thrift and credit Societics.—-The number of v.'xllage thrift and credit societie.as
increased from 2909 to 3188 and their membership from 62.359 to 70,51‘4..1 ’I;:le{r
working capital including that of rural ban%{s stood at Rs. 85,55,550 wkhle e'u‘
owned capital was Rs. 41,63,651. The proportion of the owned 'to the' wor n}llg calpx;
tal was 48-5 per cent. Loans advanced to membe.rs were a little higher than asd
year and amounted to Rs. 7,54,853 while recoveries made from them aggregate
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to Rs. 861,392 principal and Rs. 4,99,694 interest.

It is gratifying to notc that
recoveries were above the ave

rage of the last several years.

Grain Banks.—The increase in the number of grain b
that they are becoming popular in villages.
vised to start such banks in

anks from 75 to 92 shows
The Department will he well ad-
all villages where credit socicties are working well,
Non-agricoltural Socictics. —It is satisfactory to find that non-agriculiural

societies are maintaining steady progress. Their number and membership rose
from 659 to 52,629 to 701, and 64,285 respectively,

while their working capital increas-
ed from Rs. 53,9359 to Rs. 56,76,715. The proportion of the own:adC gt:hemfvork—
ing capits} improved from 67-5 to 689 per cent. The number of salary earners’
societies increased from 280 to 293 nng their momhorship incr(‘a'ied‘frf()m 19,054 to
20,013, while working capital rose from Rs. 3442214 {5 Rs. 35 3;) 012 ‘Th 7owned
capital also increased from Rs, 26,78,350 to Rs. 2793 363’ . Th’e : r . 11 ; [ the
latter to the working capital was 78-© as against 77~8,per' cont, i\F 3:}"*1:2" V?"“'
Fotton Sale. S(.)cieties.~The number of cottan sale societies remained at 10
Their membership Improved from 791 to 845 Their working ca if'\l w. l "}‘; 50,381
and the.oYvnefi capital Rs. 26464, The number of sale qn“-iveﬁ(‘[: r‘)th qub coé:ton
sale s.oc1et1es‘ Increased from 8 ta 9 and the membm‘ship' fr:o;n l o er t p':; The
working capital rose from Rs. 46618 to Rs. 64534 and th = to 1 -~
Rs. 30,193 to Rs. 35517. ® owned capital from

Co-operative Insurance Society.
Society was very encouraging.
the sum assured was Rs. 15,7708
as against Rs. 78,856 in tho
Rs. 73969 to Rs. 1,70,736.
Rs. 2,838 in the year before
at Rs. 15 per thous
ment policies.

—Progress made by the Co

Its membership increased from 1000 to 2438 and

'i The total income of the society was Rs. 147,535
previous vear. and the

Th ; Life Assurance Fund rose from

¢ soclety carned a net profit of Rs. 10,305 as against
S . Aft(:l‘ the first valuation the society declared a bonus
and on whole-life assurance and Rs. 12 per thousand on endow-

-operative Insurancé

S. Fazalullah., "VC-S-’Thi
Was made to revitalise sacieties in distriets whic}rl)r:ifrf(;fod ‘:::::\ r:i::r(o:nrizz‘;o;‘"
'O was given to help their healthy growth in villages
N co-operative lines, There is a 1arge

Government had promised 1
a view to stimulate the develoP”
¢ a heginning by sanctioning t}}e
- But it is feared that the €X1”
ard this process. The co-operato™
of the war and the sacrifices Whic.h
T to help bringing it to a guccessful termi”

A moderate sexlo with

ural arens and had madg
ganisorg

ment of the movement in r
appointment of 15 new or
itfentc}:lxes of war economy  would temporarily e
e e .?lta}:e ar-lel fully alive to the impliC'\t:mnq
Wil be called upon i ‘ -
W make in orde

for the purpose

The financial han
the co-operators will

0 push the movement forward. I'f 15
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COCHIN

Extract from the Keport of the kKegistrar ol Co-operative Societics, Mr. K.
larayana Menon, for the year (1939-40).

j ital. —T} ber of societies at the end
pr socicties and Working capital. —The num societie \
f Iljumbu 02551‘;;;"“ Excluding 2,539 members of the central institutions (e::(c(.pt(—l
sar was 331. ; central insti
t’c}ie yﬁdild Mortgage Bank) the number of members of the primary socmhe.s ts,to(; :
) ) i v « 3y T i . 1]
nth!) ;29 (of which 2,310 were females) giving an avhudg,ﬁ 0,[ 97 Segfr Sr;;;: Zoml
l i wely > pr s .
: / 3 oy : espectively in the previous ¥y )
inst 27.270 and 98-4 per soclely respec iy in the us year. ¥ .
lgm‘;:'bt zi;pital of all the societies rese from his. -m,b:,uJ&\ to Rs. 4‘.f2_'63" .xFlat 1s y
2"?’ tlinrg494l The owned capital of the movemvie (ha cfxpnal pais ;L.T\I:h;\,
“b.d " ’ I;\s 10,35,088, the percentage of the tolal owned capital to th.(. wor .tgl
un‘ )IV;;‘:m s :);1~9’against 2349 in the previous year. ‘ihe avera.gc Wor}s.m/;fr c;lp1 nad
dpu;{s 14‘?»4 per member and Rs. 14,8645 per society as against Rs..l 5 [ihe
we . ) ’ . :
JIASBS-B er society respectively in the previous year. The total tr?ridsactngxfg 1 the
. 1 thom Rs. 1,28.54,204 to Rs. 1,22,74,675. The tuirnover workfe tha 5 mes
e workin tal, agai i 59. The net profit of the year
apital, against 3-00 in 1938-39. yeal S
tPhe z‘;oigllrlfa;:iﬁ?st Rs g42 376). A sum of ks. 14,72,634 was loaned out during the
2s. . 42, : .
year i;gainst Rs. 15,63,117 in the previous year.

Cenirai Bank.—The number of members remained the same as in the grevxous
i1 he ieti ‘e agri -al societies, 8 super-
ar i swocielies, Y0 were agricultural societies,

- at 166. Of the share hoiding socie ; ver et : o
z(iejiln,gdunions and the rest non-agriculturai societies. ‘lne paid uphsh?r:ealcif; ;_
Sl;)Od at Rs. ]69,400, and the working capital at Rs. 10‘%0 lakhs. 4TO;35 0 S enasis
sactions amounted to Rs. 33-60 lakhs, and the net proit to' Rs. 4, .i epes
from individuals stood at Rs. 7,01,722 against Rs. 6,22,083 in the prev ont yThe
The rate of interest paid on deposits stood at be.tWeen 1 and 4.per gsa 1.05 v
amount of ordinary loans issued was Rs. 75,823 in 99 cases against . 1,05,
in 115 cases in the previous year.

The Cochin Co-operative Land Morigage Bankv——'l‘h;%me;l;ersh‘ig 1j;))se Sﬁ:::
d from Rs. 7,569 to 7,894 e paid-
to 2154 and shares allotte . to ur e
i’sz'lstalowz;s Rs. 78,940 against Rs. 75,690 in the previous _yeir. The wo1.kul14gsia5;;15
tafand total transactions of the Bank amouiued to Ra l4’°f’783 and Rs.Th ,h, s
. inst Rs. 12,43,614 and 28,97,957 respectively in m.u pre.vm\.ls ye‘:ar. e ea.vy
?'glaln'rl tran‘sacti’on’s is due to the very small number of apphca}tlons for loans. recelv-1
:1 ;:ring the first half of the year. On account of the passing of ihe Agnztill‘ur:
; ) - scali ' ng to
¥ ‘s for scaling down of debts accor
jef Act, many had recourse to Cour i de ding.
i:lict cI;Kamy again awaited the final outcome of the Resolution in the .Leglslat:;e
Council‘ regarding issue of Credit Bonds by Government. The tfansactl?ns of the
Bank resulted in a net profit ol hs. Jowu dgautse 13, 2,014 in the pn‘avmus ye:lr.
Repayments of loans were generally satisfactory, the overdues coming to only
Rs. 6,995.

Cochin Ceniral Co-operative Institute.—The membership stood at 38 (9 Un'ion.s,
5 Soc‘i,eties and 24 individuals) against 37 (8 Unionsf 5 Societies, and 24 indi-
iduals) in the previous year. The total receipts of the year were Rs. 3,874-1-5
;’Y;clusive of the Government grant of Rs. 1,400 and the total disbursement came to
PBs. 3,862-5-9.

Cochin Cot(age Industrics Co-operative Marketing Scciety. —This Central Socie-
ty though started towards the close of 1114 began actual work only in the. year
\i\der report. Its object is to organise rural production on a commercial basis and
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their marketing. It transacts bu
basis. The membersh
tions) and the workin

siness on its own account and on consignment
ip of the society stood at 67 (23 societies and 44 institu-
g capital at Rs. 2,355 at the end of the year.

Supervising Unions.

wnp-sum-grant that it receives from Govern-
the Central Bank grants amounted to Rs. 567 and 80 res-
Xpenditure of a Union amounting to Rs. 131 against Rs. 167

ment. The Institute and
bectively, the average e
in the previous year.

Depressed Class Societies.——The nwnber of societies
the previous year. The membership stood ai 2081 a,
share capital was Rs. 3,153 (3046), deposits from members Rs, 1,200 (1,094),
working capital Rs. 15,785 (13,642), total transactions Rs. 11,898 (10,714), loans
issued Rs. 1,354 (1,839) and reserve fund Rs. 6,805 (6,024). 28 societies worked at
small profits. But since 14 societies worked at losses, some of them heavy, the
transactions resulted in a net loss of Rs. 189. As already stated in my previous
report, credit societies for Depressed Classes have almost proved a failure.

stood at 41 against 43 in
gainst 1,861. The paid-up

. - . g
Fishermens’ Societies. —The number remained at

Purchase and sale stores.—There were 17 societies with a membership of 1,294

tind a working capital of Rs. 56,671. The total transactions amounted to
Rs. 9,34,855 and the net profit worked out to Rs. 3460, Of these three stores work-
ed at a loss,

Production and Sale.—The number of societies was 8, with a membership of
359 and a working capital of Rs. 12,476. The total transactions,

reserve fund and
the net profit amounted to Rs. 1,19,463, Rs. 606 and Rs. 514 respectively.

Industrial Societies. —There were 20 industrial societj
and the total transactions stood at Rs. 75,563, Their w
Ps. 19337. Six of these worked at a loss

es with 1,430 members and
orking capital amounted to

Students’ stationery societies. —Qut of the
whole year. The number of members was 736
The total transactions, reserve fund and the net
and RBs. 443 respectively.

3 societies only 5 worked for the
and the working capital Rs. 7,087.
profit stood at Rs, 76,894, Rs. 1,538,

the countrysides, such
as hand loom weaving, coir manufacture, making of screw pbine mats, bamboo mats
and baskets. They also gave a great stimulus to poultry farming, bee-kecping,
running of village libraries, night schools, adylt education and different kinds
of co-operative effort in general,

OP.

- i f 3 a
ieti g mbe Shlp (o)

Insurance societies T 1 1€ three societies had an aggre ate me ) 4 : 117

‘ . 5 64i and a tOtal trar 1SaCti on Of Rs. 10,306 . Thelr beneﬁt

;”or(;( e L?f:::}i (Zi gz 3113 and all of them worked at a profit.
unds amo . 3

eco-
Societies. —These societies were evolved to cat}elzr totwthi(taies >
o . . c
ds of the populace and combined in th(?m‘ all t ?T:e ties of
nomie and mor e d rural development co-operative socle'ue;:;6 : y Jad 2
ool L e capital of Rs. and a
i 3, & id up share capita : ing
D ol aeanss i 8 936. On account o
aggregate mem:ge ;is P Thair total transactions came 1535"‘.35;;; - On aceount of
capm;l o RZes tiley' howaver, ircurred a joss (1){ Rs,, ; u\x ;ic.,mtural,and Dstribu.
ot ’ i ed implen:on's. ag . ;
anure, iMprov . ' ‘ 1 industrial
o o COttont Skeeds;.lpmby ﬁu:se Panchayats in their respective areas ol op:
.. n
requisites was take ‘

Model Panchayat

village panchayats

j Theire is reciable progress all
Registrar. —-There is app s ;
. i 2 + Developmen
llotment of a lakh of Rupees n the State B.udglzz f:;alised e
pune T:etadoammighty share towards this progrfessl. It 1(51 ?n e e e
pas conurinte tion most effectively an : ne
rtments can func : : _ e etas 1o, the

DeVGlOPmenL Dipzperative organisation. This has given a g

only through co-

whole movement.

Concluding observations of the

PUDUKOTTAI

v - tive Socl tles,
t Review Of the i{rh pOl’t 0[ ﬂle RCg\Stl ar of CO opcratl \' €
Govemmml

i 1349 (1939-40). . in 1908, this
for fasli tive Movement having been introduced 1;1 St{he State in
-operative in its 32 ear.

The C(; Ofa)vith the progress of the Movement in its 32n ' i
Report deals Fashi opened with 112 Societies. Eight soc1l<; P
s.-—Thed ?}S‘e» registration of four societies was cancelled.
the end of the fash.

umber of Sacietie :
wer:‘ registered in the f'asl‘l ant
Thus there were 116 societies a | e
es.—The establishment cha.rges am e o R .
Establishment charges. raised by levying execution fees, au es and liauida
i 'OIthS' ?’t,lg('is:viizpre;ented 0-41 per cent of the total working
tion fees. e ne

societies. . : ank, 98 were

al} the { Co-operative Societies.j—one was a :.entu:’ln: wa; A

Diﬂetelllt :-ngts s(:)cieti"s 15 were non—agmculuérg}dis:ga:olceiséty Of the 15 non-
agricultural ¢ o as a bui . me )
pi;:ees’ co-operrati've tl"mf\i:::lit;id??ds:c?:ti‘:s. two were weav.er.?’ s;)cxe:;le:,s::;’f;‘;
agricultural societies s:; was a co-operative press, two were .so:lxetizie or the ¢
were stores Sometl.e s"; to the students and one was a medical s .
of books and stationery ¢ members in all the societies excluding the
r O

Membership.—The total numbOCh were themselves societies was 12,558, against

central bank and the mefm‘i).ers whi
i ding fasli. | |
e i e e The number of members rose from 108 to 111 mRthe5 zf:;lzl
en
i i ) Rs. 54,032 to Rs. 92,
i capital decreased from
ld-flg ;};)?IrgM tg 295157. The net profit roie Iiror;x oi{s%isi, ::
m . UL s, N ’
22,159, A sum o X \
se from Rs. 21,807 t'o 22, ; 5 was
1,406. The reservi lfal::‘i( 1;0,“ the primary societies, out of whlcl} ﬂ:eg;?i;;gkper ised
oty Ce‘?tra balance of Rs. 1,16,856 or 57-22 ger cent agau;.: Rt i
e le:wglgf:sli The collection under ‘interest’ was poor.
in the precedin .

13

The Central Bank.
under review. '..[‘he pa
and working capital fro
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note that the working of the scheme of rectification and consolidation of societies
resulted in the reduction of overdues to the Central Bank and placed it in a better
position. The working of the Central Bank however still leaves room for im-
provement and the Durbar expect better progress in subsequent years.

Agricultural Credit Societies.—At the beginniug of (ke fasli there were 95 agri-
cultural societies. During the fasli the registration of two societies was cancelled
and five societies were registered; thus the total was 98 at the end of the fasli. The
total number of members was 7 072 at the end of the fasli against 6,962 at the end
of the fasli 1348. The share capital fell down from Rs. 55,470 to Rs. 54,813. The
reserve fund fell down from Rs. 1,37,091 to Rs. 1,35,533. The net profit of all
the societies was Rs. 9,728 against Rs. 9,262 in the previous fasli. A sum of
Rs. 3,21,821 was due to the societies out of which they realised Rs. 1,17,699 leaving
a balance of Rs. 2,04,122 or 68-43 per cent. The collection under interest was
slightly better than in the previous fasli. Out nf 98 cocieties only 5 can be said
to be in a thoroughly satisfactory position.

Non-Agricultural Cred:t So-icties.—The towal rwumber of socioties under this
head was six. They worked satisfactorily. The number of members increased
from 4,941 to 5136, and the share capital from Rs. 36,899 to Rs. 38,328. Members’
deposits rose from Rs. 351,464 to Rs. 3,70,820. Non-members’ deposits fell from

Rs. 822702 to Rs. 815214. The percentage of balancé to demand increased from
42-97 to 46-1.

The Town Bank Ltd.—is the largest of these societies. The net profit of the

Bank for the fasli was Rs. 17,137 against Rs. 19,493 in the previous fasli. The -

management of the bank are to be congratulated on another year of useful and suc-
cessful work.

The other societies falling under 1his category are the Brahadambal Co-operative
Society, the Non-Gazetted Officers’ Association Co-operative Society, and the Town
Teachers’ Society. They continued 1o work satisfactorily. The Cheri Co-operative
Society, started mainly for the inkabitants of the Cheri, earned a very small profit
of Rs. 3-0-0. The Co-operative Medical Unijon has successfully completed its
recond full year. It has earned a net profit of Rs. L113 against Rs. 1,110 in the
previous fasli.

Weavers’ Societies. —The Karambakkudi Weavers’ Co-operative Society Ltd.
and the Tiruvappur Weavers’ Union come under this category. The former was
started only on 9-5-'40, while the latter worked throughout the fasli and earned a
net profit of Rs. 235, against Rs. 300 in the previous fasli. The Government con-
tinued to meet the pay of the clerk of the sales depot of the latter Society. It is
regrettable that in spite of the assistance given by the Government during the last
three faslis, this Society has not succeeded in making itself self-supporting.

Store Societies.—The three societies under this head are those at Alangudi and
Ambalpuram, and the newly started Store at Tirumayam. The first two stores earn-
ed a profit of Rs. 41 and 32 respectively.

The Co-operative Press.—The Socicty earned a net profit of Rs. 1,000 against
Rs. 2,000 in the previous fasli.

Secieties for the supply of books and stationery.—The Teachers' Benevolent
Co-operative Society Ltd., earned a profit of Rs. 405 against Rs. 275 in the previ-
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ous fasli, and the College Society earned a net profit of Rs. 1000 againft Re. 576

in the previous fasli. '
Government Servants’ Co-operative Building Society

Building Society.—The profit of Rs. 740 against Rs. 676 in the previous

Ltd., worked well and earned a net
fasli. -
continued to administer the Supervision

ot ! 1 Bank
Supervision. —The Cen(ra rs employed for the purpose.

Fund and control the work of the superviso
The following are the concluding remarks of the Registrar of Co-operative
Societies, Mr. G. Krishnaswami Naidu.

i ieti timated at Rs. 40,000 some years

ses from bad co-operative societies es . ‘ rs

T};ﬁ’ 1:;:5 Saftoor over 2 years of working the scheme of rectlﬁc'atlf)n and cotnslohf

35:{0:: eof Societies, found to be Rs. 20.000, which isthwell .th};: glsmes 0;0 aIt <i>s
bt fund of the bank put together viz, Rs. 28,500.

reserve fund o out i:; the central bank to have thus come into the zore of

no mean achievement f + ccheme nct only collections have in-

s a result of th: working of th onl; . in-
i?‘izti;i lﬁ; also there is a fall in the number of bad societies from 38 in 1936 3

i d B class Societiss from 29 to 39. See-
f“° . andhmcfrejistes 1s?) tft!\: :ﬁzga;egn:z:/e/\t;ﬁs heen substential the bank has ('iecid;d
:zgetxht:;;; ‘:h: périod of appointment of the Special Officer entrui;ed S:\}l:gin et ;se
;vork for another year from 1-8-40. It may he hop.ec.l the:’}c1 wl;zr:essaery i
worked to its logical conclusion. the societies survxm'ng ; g
out will be sound and the position of the Central BanXk greatly im

Relief Regulations, and the general stringency

i ring about a strong tendency for pri-
e mOneV-;narkzt_th:: eb:::r:;blsllt;d ;gdbevegntually dry up. It is hoped that
e Cl;f 1f'1 off when the normal and natural source of credit to the
' be hie age co-operative society dwhich willf r::; g?slylai;cc;r:;

i o produce more ir

rredate him with cfasr }lx(i):n:)rglc;z:eléo gfxltp :;mattott)al population of 4,00694 (1931
i o moneSy to only 12558 are members in co-operative soc.ieties.at present.
censu'S) mdt'hf :zs(; of co—t;perators, both official and non-official alike, should,
gze;::ebf teo take all possible steps to bring a fairly respectable percentage of

the rural population under the benefits of co-operation.

The operation of the Agricultural

the time will no r of
agriculturist will be his vill



CO-OPERATIVE CONFERENCES AND MEETINGS

THE TWENTY-FOURTH UNITED PROVINCES CO-OPERATIVE CONFERENCE
HELD AT GORAKHPUR ON 26TH AND 27TH APRIL, 1941.

Extracts from the Welcome Address by Rai Bahadur Madhusudan Das.

This sacred soil of the Gorakhpur district is fertile but is in the hands of an
ignorant and poor agriculturist with uneconomic holdings. Very little land of the
district is wholly sterile and the moist and abundant rainfall make a rich
harvest possible even without irrigational facilities. Most of the jungle of the
past has given place to fertile land. Sugarcane and paddy are the chief crops,
the former having gained its importance on account of thc establishment of no
less than 23 sugar factories in the districts. Despite these blossings the district
iz a favourite haunt of diseases, famine, floods and indescribable poverty.

With the object of securing money at easier rates to agriculturists and to free
them from the hardship of indebtedness the co-operative work was started in the
district with the establishment of co-operative banks at Gorakhpur and Deoria.
The District Co-operative Bank Litd., Gorskhpur. was registered under Act X of
1904 in 1906. During the first nine months of its existence 75 village
societies were affiliated and 348 individual share-holders were gained
the former receiving loans at 1214 per cent and the latter at 15 per cent, while the
amounts advanced were Rs. 30,575 and Rs. 15825 respectively. The working ex-
penses were only Rs. 464 and, though the scason was far from favourable, the Bank
experienced no difficulty in recovering the loans. Whcn the Co-operative Act was
revised in 1912 all societies in this Bank were brought under the operations ¢f the
new Act. The Bank has cver since shown steady prog >ss. During the co-opera-
tive year ending the 30th June 1940, the working capital of the Bank was Bs. 7
lakhs yielding a net profit of Rs. 15,000. The great rise in the working capital is
due mainly to the financing of cane-supply societics, a large number of which have
been started in the district after thc passing of the Sugar Factovies' Control Act.
The profiits have not risen correspondingly on account of the low margin of 2
per cent between the borrowing and lending rates.

In 1931 the credit societies affiliated to the Bank began to show unhealthy
signs on account of over and indiscriminate loaning. In 1936, the Bank had to
launch a relief scheme for five years. All overdue interest was written off and
future interest on all overdue loans was stopped. The Bank undertook to meet
Rs. 28,000 from its Bad Debt Funds. The vesultl of the scheme was, however,

baneful and encouraged non-payment of loans. The scheme. therefore, ended
in June, 1940.

The investment of the Bank in the credit societies on the 30th June 1940 was
at the alarmingly low figure of Rs. 40,000. This is chiefly due to the policy of
the Co-operative Department against the organisation of new societies.

The Bank was primarily meant for agricultural credit but gradually with
chenges in the economic condition of the district, this has taken up multifarious

Central Bank Litd., which was starte
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activities including better living, cane-marketing, industrial, thrift, emx'xloyees :fnd
women societies and the number of societies affiliated to it up to date is 3?1 rural
and 20 urban. The village moneylender regards the Bank wit!.1 great dlsfc.vour
which is a very promising sign. The confidence that thc public reposes in the
Bank is proved by the rise in the working capital by Rs. 2 lakhs during the last
year in spite of the adverse effects of the war. ‘

We have also lately taken up the ca-operative ma-keting of agricultural pro-
duce in the district. Direct purchase, commission sy‘:'iem and arhat -system are
all being tried. The marketing unions earned a px'.oht of Rs. 2,928 (;n }:he year
ending June 1940. The competition with the bonits is very severe an t e prxc;s
have risen where ever co-operative societies have token up the marketl'ng work.
The pesant who markets his agricultural produce t}?rough the co—operatlveks%mei-
ties has been saved from a number of unauthorised charges, such as kahari,
chamari, dhakari, etc. .

The offices of the Cane Development Officer and the Ifsssistant. Registrar are
held by one and the same officer and it was, thgraiforc: easily p?ssﬂole to COI‘th'?rt
a number of Cane Development and Sale socx?tlcs into multipurpose socxetr-es
carrying on credit, cane supply, marketing of agricultural produce and other acti-
vities for which separate societies were necessary formerly. The ex-
periment is being tried in the jurisdiction of one circle officer only. The results
have been encouraging, the realisations have become hetter and on accou‘nt of a
lerge number of staff which has become available from the cane unions ’:hs
seneral supervision of the societies has improved. The scheme was not accep (?11
by the Deoria-Kasia Bank but from the results achieved here, I hope, they wi
pive it a trial. .

Other co-operative activities in the district include a land rfwz:tgage soc1et3,/,
industrial societies, weavers’ stores, depressed classes soc1et1es,' worflefls
societies. a student store under organization, 'salary earners societies
and a co-operative open pan Ssugar factory. Briefly stated a.ll of them
h shown steady progress. The weaver’s stores have affam(?d a re-
o fiiciency in workmanship and cloth made by it is greatly
’ of the U. P. Handloom Emporium. The salary

ieties i jeti ; loyees of almost all the big Govern-

earners’ Socle‘t IESt ms;‘:g:s S:))fc let;izs c;)iit:'}i]cet.em\se )have also got a Hindi Literature

P e ptnga fleet To train adult school teachers working in the adult schools,

Devei?p}ril e:x 13;;3 ns;.mber have been started in the district, a co-operative ad_ult

OefluvZatlic()n (institute has been opened in t}}e (hiistr.‘ict and a special Adult Education

Inspector has been put in charge of the lnStltuthl’;; 1 ot the Kosia
v i i - roti a td., is a succe

The Deoria-Kasia Central Co ope‘;a:tvi( ?Sizr:kin . e the. working ol

: _ The Bank showed a surprising

was aiscd by the e '?d\lr);zc;(einiv:rfre:r:urfe:om Rs. 1,043 in the first year to

. In 1906 the Bank was converted into a limited lia-

f 1904 and the capital was raised by the fissue of rItvin

nk is registered under the new Act of 1912. e

e shares'.t 12231:1:1(;59;"1;:% 5]?;6,000 of %vhich 1,559,600 is owned. Reserve Funds

workine ca;l)al iy 50000. The total borrowing rate varied from 3 to 5 per cent' and

amot‘mt t‘o g er:e 7 .to 9 per cent. The largest loans advanced were for ag.ruful-

]t&:;ti;ni;!a';zze:/ The membership consists of 90 individuals and 39 societies.

Distributable profits in 1939-40 amounted to Rs. 5,629.

markable
in demand by customers

progress as the amounts
Rs. 2,900 in the second year.
bility concern Under Act X o
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" We are meeting under the dark clouds of world war and our Governmert is
carrying on this crusade against Nazism and Hitlerism. We, the co-operators, have
done our best to co-operate with the Government in all kinds.

Extracts from the Opening Address of G. M. Harper Esqr., C.1.E., 1.C.S.,
Senior Member, Board of Revenue, U.P.

For those who seek to cure the ills of the country-side there, always, is the
feeling that it is a losing fight. The scheme of rural development, including the
Co-operative Movement, Debt Legislation, Public Health schemes and the effort
to combat illiteracy—all produce such unsatisfying results. All these efforts’ seem
doomed to comparative futility by the increasing pressure of population on the soil.
In a recent Settlement Report from one area, it was pointed out, that the popula-
tion was just short of 1000 persons per cultivated mile and our economists will
now he deep in discussing the enormous increase in population revealed by the
recent census. The Settlement Reports show that over a period of 40 years an
ircrease of 10 per cent in the cultivated area is the most which can be expected
but this is an increase which is produced in the population in only ten years. To
counteract this, however, there is an increase in the value of produce by 25 to 35
per cent in a period of 40 years. It is in this increase in the produce values that
salvation lies and it is in this that the Co-operative Movement plays its part. Un-
fortunately, the rise in the produce values, again, is far from being a matter which
thought and enterprise can control. Every effort whether by better agricultural
processes or by co-operation (f resources breaks down under the influence of
largely uncontrollable prices, and these form the foundation of produce values.

Apart from the Census, the great event of the year is the World War. We in
India are still almost unaffected. But the tide cannot be checked. Tt will, in time,
undoubtedly sweep over the countryside making itself felt even in the most remote
village. It need not necessarily be all to the bad. If those who are fighting for us
in the arid sands of Libya or the mountainous passes of Greece, while we sit in this
hall in safety and comfort, if they, achieve their purpose and keep war’s alarms
and destruction far from our doors, the Indian villager will gain, perhaps enor-
mously from the increased demand for industrial and agricultural activity and
the products thereof, resulting in a rise in the prices of all the products of the
village and so bringing it increased prosperity. The prosperity may be followed
by the slump and once again all the resources of statesmanship will be strained
to meet the blow.

There has been a wide departure from the early restricted utility of the
Movement as a source of agricultural credit; it now extends to a large number of
activities. But we find the number of liquidated societies excessive, while the
condition of many societies is deplorable. Many of the better-living societies exist
only on paper, while there are bitter complaints of inadequate personnel. The
number of member-secretaries is very disappointing and there is much self-seek-
ing and little personal interest amongst the Directors. The bhasis of the Co_operative
Movement is in the democratic principle. It is no wonder that it gives some justifica-
tion for the school of thought which considers that the democratic principle i too
unreliable and too unsuitad to local conditions to justify its acceptance as a uni-
versal panacea.

On the other hand there are reports more encouraging. They represent a
yeai' of expansion and prosperity, the successful conversion of old credit societies into

village banks, a remarkable iraprovement in collections and substantial profits. ~

Agricultural marketing and ghee societies have been in many cases a marked suc-
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cess. Taking both sides of the picture it is clear that a movement which has been
accepted as sound throughout the world must prove a success here. It has surviv-
ed for 40 years and is now with all its ups and downs, fairly established on an
assured basis.

Extracts from the Presidential Address of Sri T. A. Ramalingam Chettiar,
M.L.C., President, Madras Co-operative Central Land Mortgage Bank Ltd., and
Madras Provincial Co-operative Union.

At the present time all values attached tfo institutions are being reconsidered
and efforts are being made to build up a new world. It is up to us to prove the
worth ol our movement and advance its claims for adoption on a larger scale to
solve the problems of the world. But before we do so, we have to satisfy ourselves
that the movement can be worked on sound lines to achieve the ideals which
it has put before itself for securing an equal share in production and distribution
for all. It is for us to examine whether, in the movement the principle of ‘each for

* all and all for each’ actually works or whether, as it often happens, it is observed
Y more in the breach than in the observance.

In the present state of our people the majority of whom are not able to have
cven a full meal a day and the ordinary cultivator canr.ot invest even a few rupees
for improved implements or good seeds and his ignorance is appalling, it cannot
be said that co-operation is altogether a voluntary orgsnisation in our country as
it obtains in other countries. In most cases people are drawn into the movement
by the lure of getting loans at cheap rates of interest and they understand very
little of the principles of the movement. This gives advantage to those in charge
of the societies, as they become virtually the dictators and the ordinary member
knows nothing of how the work goes on. In large societies like the District and Pro-
vincial Institutions the ordinary member takes very little interest and there also
those in charge of institutions have got every thing their own way. In this state
of affairs there is a very great responsibility resting on those who run the institu-
tions and the success or the lailure of the movement in any district or province
depends entirely on the character of these men and the watchfulness of some sort
of public opinion or supervising authority. Hence there is necessity for devising
some method of supervision of small as well as big institutions. Co-operative

* movement is itself an extraneous movement imposed from above by Government
action. We have a hierarchy of institutions, one above the other, and so also a
hierarchy of officials who start and control the societies. The theory of laisesez
faire has no place in the organisation and working of co-operative societies in this
country. The power of correction, setting right things, and in extreme cases, of
liquidation of societies and rendering justice to all, have to be vested in some
arthority and at present there is no authority except the co-operative officials in
whom it can be vested. Complaints against official interference in individual cases
cannot be avoided in any human agency. But for the purpose of checking the
evils of bureaucratic ideas and ideals, I would suggest the association of non-official
workers with officials in cases of importance.

The poverty of our people and their indebtedness atiracted the notice of every-
nody who came to India and it was evident everywhere. It was with a view to
save the agriculturist from the burden of his indebtedness that the co-operative
movement was first started in India. The first Co-operative Societies’s Act was

““framed for this purpose and the first societies started were for credit. It was so
soon found, that if an agriculturist’s old debts were cleared, it was not enough;
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.f\e has to be financed for his business of agriculture as in other businesses. When
ideas of banking began to be applied ta co-operative societics, the first object with
which the co-operative societies were formed was forgotten and it was said that
the co-operative societies should lend money only for cultivalion purposes for
short term. It was soon clear that whatever abstract ideas and abstract principles
niay be, the agriculturist whose income is from his agriculturc alone, cannot keep
himself in water-tight compariments and be a good business man in relation to
nis cultivation loan, while he has other demands Lo meot. If we bave to help him,
we have to meet all his cconomic needs tozcther. We ought to be prepared to
help him with loans for all his legitimate necds whethey they be productive or
unproductive. We have to so adjust the loan, the repayment and the instalment
in which payment should be made in such a way, that he will be able 1o discharge
oll his debts within a convenient time from his income.  Otherwise, we will not be
doing him any service. I am very glad that the Reserve Bank of India which fGrst
recommended the confining of co-operative loans to cultivation expenscs has now
come round to the proper view.

In a country like India where people are s0 poor, the scope for co-operation is
very large. It can embrace practically the whole cconomic life of the people.
During the last 10 years, we are trying to adopt the co-operative method, in vari-
ous ways, to suit the requirements of the agriculturists and otMers. So far as the
agriculturist is concerned, it is now about 15 years since we started the idea, that
we should supply his needs and advance moncy for his cultivation expenses, on
the understanding, that all his crops should be brought to a co-operative society
for sale and the proceeds should be f{irst credited towards his debts and the
balance alone be paid to him. This system is now called ‘Controlled Credit.
But when we started, we called the loans, cultivation loans, and the primary societies
lent money after taking an agreement {rom the ryoi that he would sond his produce
to the nearest loan and sale society for sale. I ought to say, even in the first
attempts we made, a large number of those who took loans did not send their pro-
duce to the loan and sale societies but very often they sold them in the village itself
and repaid their dues. Any way by adopting Lhis system, the problem of overdues
was reduced to a very considerable extent. In this scheme no arrangement was
made for long term loans.

The problem of long-term credit is a complicated one and it has been tackled
so far only in a few provinces and even there not in an adequate manner. Madras
can probably claim precedence in this matter. It has so far lent about 2% crores
of rupees to agriculturists. There are now 120 land mortgage banks working,
though it cannot be said to have been successful in helping the people equally in
all the districts.

I see from the proccedings of the last conference of your province and the
report of the Registrar of Co-operative Societies that you have decided to en-
courage the formation of multi-purpose socicties on limited liability basis and have
already converted some unlimited liability socielics into limited liability societies
and that you are organising new societies on the same basis. As you know, un-
limited liability, mutual knowledge of each other and mutual supervision of each
other are the fundamentals of a Raiffeisen Society. Some countrics, which have
got multipurpose societies, still retain the unlimited liability and somce which went
out of unlimited liability have, alter some experience, come buack 1o the orthodox
position. I am convinced our safety lics in our continuing in the fundamental princi-
ples of Raiffeisen Co-operation and having small societics for small areas like
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villages for discharging credit and such other simple functions as they can
undertake  under their present constitution. I'or functions like marketing,
rrocessing and other purposes, socielies for much larger areas will have to be
furmed on limited liability basis to which rural societies can get affiliated. We
are trying this method in the poiato-growers’ society, and other institutions.

One of the questions agitating our province, ana probably other provinces,
as well, is the period for which rural societies can lend money. Until the
Jand mortgage banks were started, co-operators wanted to make provision for
Ziving loans upto 10 years through rural socieiies. The difficully was to find
the funds necessary, because the district banks which were getting deposits either
current or for only two to three years could nci aiord to lenu money ior long
periods. We have agreed in our province that short-term loans up to five
vears may be given through the rural credit societies and loans for longer
periods may be left to be supplied by land mortgage banks.

I was very glad to find from your report that your societies were working
very well and the question of overdues is not a serious problem in your pro-
vince. You hold the firsi rank in the matter of pioper and punciual business
methods which you have adopted to secure repayments without default. The
finances necessary for rural societies are generally supplied by the disirict
banks. Here again your banks have been doing very good work but it is not
every district bank that can afford to get all the money that is necessary to
finance rural societies affiliated to it. further, the needs of the Co-operative
Movement are increasing for financing the rural societies, which are going to
be emcouraged to extend their activities in all directions, for the marketing

" societies, for the stores and other societies that will be organised to perform

various functions. Even in our province many of the district banks depend
for their finance on the Provincial Bank which is able to get all the money
the district banks require and supply the same where necessary. Some of the
district banks have got surpluses and these are being utilised for the needs of
other banks which require money tbrough the offices of the Provincial Bank.
Even though the central bank is not lending at present much to the co-opera-
tive institutions, the help required of the Reserve Bank will go on increasing.
For the movement of money from place to place the services of the Provincial
Bank are useful. It is a matter of great surprise and disappointment that no
Provincial Bank has yet been started for the U.P. which is the biggest Pro-
vince in the whole of India. I am sure with a Provincial Bank at the top,
prepared to finance all the requirements of the movement, your province
would have made much greater progress than il has done at present.

While societies were few and tried men with pairiotic motives were available for
co-operative work, the societies were working well. When a push was given for the
organisation of societies and they began to multiply even tenfold in some areas, the
difficulty of finding proper men for working the societies arose. This has brought the
question of proper management of societies to the fore front. It is found increasingly
difficult to find young men prepared to do steady work on a voluntary basis. Co-ope-
rative work has not got the same attraction as politics and there are very few prepared
to devote themselves to co-operative work. While the simple village societies should
ordinarily manage themselves, there ought to be paid trained staff for the management

. of bigger societies. In addition to it, a proper and closer supervision of societies is a

necessity. It has been one of my dreams that, for four or five villages, a properly
trained guide and adviser should be appointed to look after the co-operative socie-
16
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ties, village panchayats, village sanitation, village cducation and supervision, and
who should be supervised by the oflicers of the various departments.

.Let me congratulate you on the splendid work you .ave beon doing tor social
upl.lft by the formation of belier living societies. it is onc distinet line of work
whilct'l everybody appreciates and wants to follow, but without success. In these
sucieties you have secured the co-operation of diifercni clements, worsing tor social
l‘.lplift and the very difficult work of introducing an atunosphere oi cheeriul vptimisny
in the villages and have succeeded in introducing better hygeinic living an(i beiter
housing, improved methods of agriculture and presex vaiiou of manure. s @ groat
feat you have achieved in so many villages in which you have started ihese socic-
ties.

1 admire much more the steadiness with which you have been pursuing the
lines of work you undertook, whether 1 be in ine case of ghec societics, sugar-
cane societies, or milk supply unions. Whatever you {vok up, you did with all your
heart for all their worth with the resuit they are fourishing instiwiions. ‘four
efforts regarding milk supply unions and women socichies are bound to succeed as
much as the other socieiies. In the womens' sociciies there is a ficld of work
which requires closer study and more earnest upplicatdon than we have been able
to spare so far.

The district banks in Madras aic wuen bigger institutions than those in the
United Provinces. There are, no doubt, some whose {urnover was only a couple
<f lakhs, but there are also banks whose wurnover came to nearly Rs. 50 lakhs. i It
was due to the interest taken by leading men in the districts that these banks vrere
nurtured and developed. We were also fortunate in having a number of non-official
gentlemen and retired officials to work in (he co-operative movement. There was,
thus, a strong body of influential and asseriive non-olflicial opinion in the Province.
Qur Province represents the extreme ol having in our instilutions no officials
nor persons nominated by ofiicials cither i che geneial bodies or in the executive
committees, except in the cuse ol the Contval Lane plo yage Bank and olher insti-
tutions which are getting speciai nelp [rom the Government. I have, afier 15 years
of intimate connectionn with all suits of soc cues, cowe 1w the conclusion that the
exploiting non-official has to be as inuch grotecivd against as the over-be .ring
and dictatorial official. You have been waorking the movement in this Provine: in
a spirit of co-operation between officials and non-officials. The officials have been
the initiators and supporters of the movement to a mush larger exient in this Pro-
vince than in other Provincec. .

The Provincial Union in our Province has gol a hudijel of uhout Rs. 12,000
where as, I find, thanks to the confidence reposed in your Union by the Govern-
ment and the method of getting most out of the work of organisation, supervision
etc., done through the Union, you have budgetted for an expendilure of nearly
Re. 21 lakhs. Our Union is only publishing a journul aud holding conlferences and
Panchayatdar training classes, whereas your activitics are very wide and you
practically lead, initiate and supervise the institulions in the Province. It may be,
that one of the reasons for the confidence that is vested in you is the close associa-
tion of the Registrar and his subordinates and his nominces with the Union. Going
through the constitution of your Union, it struck me, that you have been going to
the other extreme of having everything donc by official agency, though there is an
admixture of non-official co-operators. i have come to the conclusion that we
in Madras and you in the United Provinces will probably do better, if we readjust
matters. A Iree association of the two clements will contribute a great deal to
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limit the vagaries and high handedness of officials, where they exist. It will alse
produce a correclive to the touch-me-not attitude assumed by non-officials. The
Provincial Unions of both the Madras and the United Provinces may well be exa-
mined to securc the best of these two institutions.

The following resolutions were passed at the Conlcrence.

(1) This Conference requests the Government to place the Sugarcane Co-ope-
rative Unions entirely under the Registrar, Co-operative Societies, and the Officers

working in these sugarcanc co-operative unions should be placed under the control

of the Registrar.

(2) A deputation of the prominent co-oper
His Excellency the Governor {o impress the import
Bank.

(3) 'This conference is of opinion that an
ment for the unemployed by the [rrriution of
for the educated unemployed.

(4) With a view to minimisc the difficulties in the supply of pure ghee, the
definite colours for vegetable ghee

ators of the Province do wait on
ance of the formation of an Apex

experiment be made to find employ-
an Employment Co-operative Society

Government be requested kindly to prescribe
sold in the mavket.

Government be requested to
exempt from Octroi duty all ghee brou
for sale at the co-operative marketing unions established in the mandies.

(5) Until a Provincial Bank is formed and is able to supply necessary finance,
Covernment be requested to provide special loans at a cheap rate of interest to
district and central co-operative banks for financing marketing operations and to
finance special types of societics anch o< irrigation societies, seed stores, marketing
unions, ghee and milk supply societies etc.

(6) The Reserve Bank of India be requested to revise their rules and afford
remitiance facilities and charge the same rates from all the central banks as allow-
ed to scheduled banks on exchange business.

(7) Co-opertive banks be permitted to allow th
drafts on the security of fixed deposits.

(8) All isolated societies be advised to get themselves affiliated to the district
or central co-operative banks, and all non-member central institutions in the
province be advised to become members of the U.P. Co-operative Union.

(9) This conference recommends to the Government that it be made obligatory
on the mills to make purchases of cane proportionately from all the members of
in its jurisdiction and that in the years of excessive production, the
stead of reducing the number of centres. No centre
running this year be exgluded from the reserved area of the mills.

(10) This conference requests the local Government to be pleased to grant ade-
n to the cane growers of the UP. who have suffered heavy losses

move the Municipal Boards in the Province to
cht by the members of co-operative societies

eir individual members over-

socicties with
proportion be reduced in

quate compensatio
during the crushing season of 1940-41.

(11) Women uplift work in the provinc
tended and strengthened by organising bette
o1l the districts of the province and under almost a
mayv be reauested to contribute towards this humanitarian ca

ing expepses, profits or any other fund.

e on co-operative lines be further ex-
r living societies for women in almost
1! the co-operative banks which
use out of their work-
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(12) The Registrar, Co-operative Societies may be requested to encourage the
formation of consumers’ stores.

(13) In view of the operations of the U.P. Debt Redemption Act and the
UP. Regulation of Agricultural Credit Act and its effect on agricultural credit,
this Conference is of opinion that the formation of new credit co-operative societies
be taken up in right earnest and with this object in view, the Co-operative Unlon
and the Registrar be requested to chalk out a systematic five-year plan for deve-
lopment.

THE 11TH ANDHRA PROVINCIAL CO-OPERATIVE CONFERENCE HELD AT
BHIMADOLE ON 29TH APRIL, 1941.

The Conference which was organised by the Andhra Co-operative Union was
held at Bhimadole, West Godavary District on 29th April, 1941.. Dr. P. Guru-
murthi, the veteran Andhra Co-operstor and the President of the Andhra Co-
operative Union initiated the proceedings by proposing Sri G. Harisarvothama
Rao, M.A., to preside over the Conference and he was duly clected unanimously
and occupied the Chair,

Welcome Address.—Dewan Bahadur Mote Gangaraju Garu. Zamindar, Ellore,
delivered the welcome address, as the Chairman of the Reception Committee, in
Telugu. The following is the substance of his address

After depicting the deplorable economic position of the villages, he made an
earnest appeal for making the country parts as sclf-sufficient uas possible in regard
to the economic needs of the rural population. The Co-operative Credit Movement
has, no doubt, helped the ryot to a small extent by bringing down the rates of inte-
rest on his borrowings bui beyond that it has not helped to improve his economic
position. He paid a compliment to the present Registrar for promoting
non-credit activities, particularly organisation of societies for the supply of milk
and sale of agricultural and horticultural products, besides organising consumers’
stores for urban and semi-urban areas. He made a pointed reference to the Co-
operative Sugar Factory of Vuyyuru in Kistna District the largest Co-operative
Industrial concern in this Province. This insiim‘ion. he s.dd. has been trying to
get out of the co-operative sphere and to get itself incorporated under some
provision of law other thnn the Co-onerative Socictics Act. He regretied very
much this development in the history of th~ sncicty. He ureed that the causes for
the dissatisfaction of the sociely with the present arrangements should be investi-
gated into and that suitable remedial measures adopted to prevent the institution
from changing hands to a capitalistic concern or being cornered by a few enter-
prising and influential members. With regard to the loan and sale societies, he
szid that they were not only financing agriculturists o sgoring their produets in
order to secure adeguate prices, but also the rich middle men and big traders who
are storing, particularly paddy, in large quantities. There is thus a dearth of paddy
in the market at certain times and the poor classes of consumers are being put to
great hardship. Discussing the recommendations of the Madras Committee on Co-
operation he expressed his concurrence with the Committee’s view that the present
Madras Provincial Co-operative Bank be bifurcated and that separate Banks be
formed for the Telugu and Tamil areas, and that the Madras Provincial Co-opera-
tive Union should be reconstituted as a Federation of Language Unions. In con-

%
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slusion he appealed to officials and non-officiels in charge of the movement to
conslder themselves as brother co-operalors and join hands to reform the move-
ment so as to make it serve the interest: of the masses more efficiently.

Presidential Address.

The President Mr. G. Harisarvothama Rao, then delivered his address in
Telugu, and the following is a summary of it.

It is my firm conviction that if we desire the world’s peace, at least after this
war and would have Democracy live for ever, the economic structure must quickly
change over to the co-operative system. It looks to me to be the paramount duty
of the world co-operators to press this point of view with all their might at the
next peace conference in the interest of the World’s future.

Co-operation and for the matter of that, Democracy is attainable only through
what in Indian technical phraseology, we would call Gnanayoga Sadhana, ie.,
1hrough concentration upon the achievement of knowledge. How else is this
achievement possible except through extensive and intensive propaganda in the
language that the ordinary man in the street can understand? Is this not really
the bedrock on which the foundations of democracy and co-operation have to be
laid ? Therefore the Vijiaraghavachari Committee on Co-operation (in paragraph
375) have resolved that at least so far as their own subieét was concerned there
should be a division immediately on the hasis of the local languages. There is a
certain amount of Telugu-Tamil acrimony in the air to-day. That should not in
the least deter us from doing the right thing in the proper manner. It should not
stand in the way of achieving a fundamental reform. It was in 192’} when I was a
member of the Madras Legislative Council, that T demanded that ’the whole ad-
ministration of the district should be carried on in the language of the area. I
was only laughed at. But that has not set aside the need that still exists ;nd
shall persist as long as it is not remedied. My stand for an Andhra Province is
based on that primary need for all democratic life. I may pass on to the next
subject with just a note of warning to my Circars brethren. The Rayalaseema
deserves careful nurturing at their hands, for. to-day it is the poorer portion of
Andhra. The co-operative movement is for the poorer sections. To give the
Rayalseema full scope to expand through the employment of its children in this field
or work with Madras as centre would go a long way to win them over for the

Province.

Co-operative Education. —Education ard propaganda being the soul of co-ope-
ration, the equipment of its leaders in the rural areas should be up to the mark.
The person that has to be friend and philosopher and guide to the villager has need
to be properly trained. It is something that the itinerary training institutions have
hecome permanent, that =zt Anantapur being operative only in alternative years.
But even with this improvement the arrangement is far from satisfactory. The
syllabus does not cover enough to make these men cufficiently serviceahle for all the
needs of the villager. The medium of instruction should no longer continue to be
in the English language. The landuage of the area must he the medium. A col-
lege for rural guides has been discussed in the Madras Journal of Co-operation
and the Village Panchayat Journal. So long as a comprehensive scheme as was
envisaged in those discussions should remain unachieved the so called co-opera-
tive training would only fit ‘the trained to clerical and audit and account posts.
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Panchayats and Co-operative Societies. -
probably too much stress on the priority th
of the co-operative society in the villages.

village should be without co-operative service, I go further and state no village
finance should be outside the co-operative control, and I maintain that, as correctly
pointed out by the committee, the village Panchayat is equally essential. The
Administrative Swaraj of the Village is carried out by the Panchayat and the
Economic Swaraj by the co-operative society. To me both are the facets of the
same shield and they may not remain one without the other.,

The Vijiaraghavachariar Committee put
at should be given to the establishment
While I entirely agree with them that no

The Five Year Plan.——It is well that the Vijiaragh

avachari Committee has sug-
gested the universal formation of co-operative societies for all villages within five
years clubbing, if need be,

a few villages together within a radius of five miles for
the purpose, of course with intensive educational effort preceding such a plan.
Bifurcation of the Provincial Central Bank . -
dation that the local langueges should deve
work and education the Committee have r
Co-operative Bank should be split into two
quarters in Madras.

Consistently with the recommen-
lep federated autonomy for purposes of
ecommended that the Madras Provincial
for Telugu and Tamil areas with head-

From the figures available it is clear that the Madras Provincial Co-operative
Bank, as at present constituted, has financed the central banks in the Telugu areas

to a much larger extent than those in the other areas as the following figures will
show:

Loans advanced to Central Banks:—

Year. Telugu areas. Other areas.
Rs. Rs.
1938-39 57,67,329 15,47,719
1939-40 89,95,444 22,95,133
1-7-'40 to 31-3-'41. 96,52,417 13,15,619

The central banks in Telugu arcas paid Rs. 548,330 as interest o the Pro-
vincial Bank while other district banks paid in the same period Rs. 1,27,300. T
regard to loans on the pledge of agricultural produce also the
appears.

n
same disparity

Year Telugu areas Other areas
Rs. Rs.
1938-39 ' 52,57,854 973,771
1939-40 65,62,675 7,85,034

Thus roughly the Provincial Bank’s business with the Telugu arecas is about 5
times that of the other areas of the Province. This would probably indicate a
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difference in the two temperaments. WhELf:aS the‘ ce‘ntral banks in the ot}r:;r areas
appear to depend more on Jocal resources for their finance, the Telugu banks seem
to look up more to the metropolitan centre. ' ' -
Apart {rom this reading of special temperaments decentrgllsatlon onua .hnguliitlt’:
basis appears to be a great need in a democratic movement like CO-;peIl;;tl.O;l ar;m:
fair case does exist for this much of change. 'It would .n.ot do for t ﬁ yiiase ma
to oppose this change because of some lancied opposm.on tof tthhe nf:mdi ticts
vince. With Madras as Centre and with the c?-operatxon of the bSlS ; districts
of Nellore and Guntur to the South of Krishna, the Rayalaseema is bound to
a predominent influecnce in a constituted Andhra area.

Land Mortgage Bank.-—I must dissent from the vicws taken b.y ‘the Vijia~-
raghavachari Committee that it is difficult to exiend the tl_me .hmxt for re;1
payment of land mortgage bank debts beyond <v years. 'The msuratrlx:e land

[ i ¢ into the lan

i [ ; { the land shouid be made to ilow in :

other long lying funds o hou ¢ . o the Land
-atives ¢ ans should be lound to wipe out the de

mortgage co-operalives and means s u
agriciltgurists by arranging forty or [ifty small arnual payments. The dry areas c:lf
Rayalaseema cry for help, which the present policy is not able to render; even as ‘
is, I do think, that Mr. ®. Suryanarayana Rao has in his dissenung m_m\:lte (rinade.a.
iy td o
sensible suggestion that during difficult year, payments should_ not be insiste ln ;E
the Rayalaseema and that the Famine Reliel Fund should assist the mortgage ba
to tide over the difficulties of such years.

Unlimited Liability .——inic Vi)laragnayacuus i '\.,unu.un.ge'c have uevot.ecl.t v::;
great space and attention to the question of unlimited liability. By' a m?:;:) tythat
Committee have come to the conclusion that this should go. There ‘]S no o et
this is an unco-operative step. But the circu.mstances under Wh,i;h co:zperative
is being worked in this country seem to .necessxtate such a step.. tl e;:)d hp;S atve
acts have placed more and more powers in the hands oflet(ixewfi{fflscx(‘)z:; e e
ordinates. These have been more and more concerl llecting arrears
which in their turn have grewn enormously heavy on account o e d
i [ : at has long failed to 1ender the ryot fit to earn enc.)ug
gzti‘c{ic(:uit:lee rl)e;i‘;l;:l[tglercl:;::;ty. Woeful neglect of propaganda iy‘ ?dditlonﬁmta
ith hardly 10 per cent of literates must pruduce. very dxbas‘trousl etftects.
pe "f’lt have reached a stage where an honest villager staking his whr:sle
- combme‘d l‘fe .‘; of his co-operative sccicty suilers the indignity of k(fepmg
p'roperl'cy' R etza iease the bosses of the Co-operalive Department. Untll' t}.1e
e e turtlekes Eold and drastic steps the situation must rema’m_what it is.
Goverm'nent y ker should be fully replaced by co-operative banking. Multi-
The private banke: * versally formed anu the ryot enabled to conserve
is be madc to realise that his future is
and Streflgt;l?nh::dsreszl:r:: SéherlarI:clll;Sf)f a distant Registrar or his‘ st{.bordin;%b;s.
entirely in 115 n lir;nited liability itself would achieve the whole olc{;echve. With-
a th}?'t s'taf{:n:i‘\i work the imposition of unlimited liability is not likely to attract
out this 1

men of substance into the movement.

purpose societies should be uni

aril |
vom:;t i tive Legislation.—I may not wander over the 349 recommendatxons‘ :1):

0_'}’1’3"’1 hari Commitiee in this speech. I shall just touch one poin
e e *: co-operative legislation in India stands condemned. It is
mnore- .The pr(;?ent loans. The Registrar and his subordinates are loan-gath;er_ers
e e po ec- of ri;'gour vested in them. It is no good therefore c.omp alr}—
f”“h a”' u‘tetll:;)sw:{lesgistrar or that. When the 1932 Act of Madras was in a Bill
ing agains
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form the pre i

by Whereaslth iasmr:::e;zi tbef tlt1he foHow'n?g words expressive of the objective:
operative societies for th - er'to facilitate the formation and working of co-
artisans and persons of © promotion of thrift and self-help among agriculturists
which the woudy “forothhmlted rr}eans,” To bring it to the present form u;
agriculturists and oth € promom?n of thrift, self-help and mutual aid among
about better Tiin ber . Lel‘SOn.? with common economic needs so as to bring
was itself a great g’c,asl:t t'el‘rh business and better methods of production” accur
corresponding change i‘n thce ;:1:\255();:1 (:?ethpreznlble,Yhowever, did not mean ;

> e ct. > ]

as much as you like. You will not find provisions Ot\;a:ﬂ a::i’wZ:aT}::pe::zm?eﬁ

) - I .
ob ects n fact as Ivil Ilanladas }]as 11 htlv pOHlted ut so ewnere co-opera-
24 [¢] . h r

The Registrar stands as the central figure i

e | . : e in the Act and his po 3

raghavac}::i rzit; :;:eh‘)l}:i the villager in the circumfierence in chefk.w e'?h: r\e;iiti}:

e vacharl Com: the as appended a draft Bill to their Report. They have

bt i dir: t}’)resent Act. '?‘heir Bill has equally the same perspective

e powar perant d t;:dmtn. bThe'Reglstrar is still the centre. Certain ;adii o;

o e e mak.p o ' fa wiped oul. On others some control is attempted
Ing provision for appeals anl the like, This will neverxl‘lpd:}a

mus.t occupy the centre and the radi should
wdvice and guidance of the Registrar and his
t}.ney should fulfil themselves in the gloriou
villager’s life. :

be h?s several needs. Through the
official and non-official co~workers
run of the entire circle of the

EXTRACTS
PROBLEMS OF AGRICULTURAL CCQ-OPERATION IN MADRAS

The Report of the Madras Commitiee on Co-operation.

‘Ihe Presidency of biadras, with an area of over 142,000 square miles and a
population of more than 48 millions, is wne largest one oi the raost popuious Pro-
vinces of British India. Its economic life is bas.d on agriculture and small-scale
handicrafts and cottage industries, connectea with or dependent upon agriculture,
and more than 86 per ceni of the populaiion live in villages. In recent years a
number of factories—mostly textile bui mcluamng some Sugar, match, soap and
coment factories—have been established. 'Lae deveiopment of large scale inlustry,
Lowever, has not made much progress, and the {otal .umber of factory workers
1hroughout the province has not yet reached 2,00,000, representing less than
i, per cent of the population; on the oiher hand, smali-scale rural industries, the
most important of which is handloom weaving, nave nad to contend with many
difficulties in the last years which severely reduced their activity. This decay of
the cottage industries has increased the heavy burden which a long economic depres-
sion has imposed upon agriculture since the beginning of the last decade, as it has
deprived the farmers and peasants of a great part of their supplementary income
cutside the seasonal periods of their agricuitural work. The economic depression
has resulted in an alarming increase of rural indebtedness, one of the most difficult
economic problems of the Province, and in a further reduction of the low standard
of living of the rural popuiation.

The Co-operative Movement, like the economic structure of the country, is
mainly agricultural, though it can claim the largest and most successful Consumers’
Society in India—the Triplicane Urban Co-operative Stores, with over 6,000 mem-
bers, 29 branches and an annual twnover of about Rs. 1 million—as weil as a young
and active Wholesale Society of Store Societies 11 Madura. The majority of the
co-operative societies are agricultural credit societies—10,784 out of a total of
13,759 in 1958-1939; they, too, have naturally been very much affected by the econo-
mic depression and most of them have incurred heavy debts and worked with a loss

for a considerable number of years.

The Government of Madras could not remain indifferent to such a develop-
ment, and as it always relied upon the rural conditions, it appointed a Committee
on Co-operation in 1939—under the Chairmanship of Sir T. Vijayaraghavachariar
and including many representative co-operators of the Province—to examine the
various problems of Agricultural Co-operation and suggest methods and prinei-
a rehabilitation and re-organisation of the Agricultural Co-operative
Movement and a general improvement of the conditions of rural life in the Pro-
In 1927, a committee was appointed, the Townsend Committee, to examine
ment in the preceding years and suggest measures for
ts. Before these measures could bear fruit, the
o-operative situation so adversely, that new and

ples for

vince.
the progress made by the Move
effecting necessary improvemen
economic depression affected the ¢
wider measures had to be contemplated.

nnection with the passing of the Madras Agri-

Other problems also arose in co
made a consolidation and reorganisation of the

culturists’ Reliefl Act in 1938, which
17
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co-Operative finance system necessary, so thal co-operative banis and socleiles
could play a greater part in the rehabilitation of agriculture. In addition, the
Agricultural Credit Department of the Reserve Bank of India, and others, had
made various propasals advocating a radical change in the structure of Agricultu-
ral Co-operation. All these developments called for a thorough re-examinpation
of the position.

The recently published report of the Vijayaraghavachariar Commitlee con-
wins a very comprehensive survey of the problems of the diiferent branches of
rural co-operation and co-operative credit in general in Wadras, and the con-
clusions and recommendations of the Committee are arrived at afler a close study
of the replies to a detailed questionnaire, which was sent by the Government
in 1938 to all important co-operative institutions and heads of relevent Depart-
ments, as well as to some private individuals interested in the movement.

It is impossible in the context of this article to deal with all the problems
examined, as they embrace practically ail aspects of rural life in Madras Fro-
vince. Since rural indebtedness is the nwst serious probiem of the iural cow-
munity, the Committee devoted most of ils ailention to gquesiions of agricullurai
credit and finance, examining closely the working of tne credii societies and especi-
ally the principles on which the agricultural credit movement in Madras, and n
India generally, is based.

The first part of the report is devoted to an historical retrospect and general
survey of co-operation in Madras. It was in 1804 that the first village co-opera-
tive credit society was established; development of the movement was slow
until the end of the Great War, but during the next ten years it expanded more
rapidly until the economic erisis, which not only prevented progress for a number
of years but also endangered the financial position of a large section of the
movement.

The following table indicates in broad outline the inciease in the numerical
strength of the Madras Movement:—

Paid-up . e .
Year. Societies. Members. Share x:e:e; ve Total Working
Capital. Funds Capital.
Rs. Rs. Rs.
1805-06 27 2,755 31,000 600 107,000
1910-11 596 4410z 485,000 185,000 4,915,000
1920-21 4,289 398,062 6,487,000 2,077,000 49,035,000
1930-31 15,042 981,100 24,315 G0v 11,258,000 180,052,000
1938-39 13,759 1,041,355 24,684,600 17,807,000 227,091,000

It is estimated that about 8-54 per ceut of the population of the Province was
associated with the Co-operative Movement in 1939, a comparatively high percent-
age for India, and exceeded by only two other Provinces—Punjab with 16-33 per
cent, Bombay with 14-82 per cent.

Of the total co-operative membership in Madras Province, the agricultural
credit societies accounted for 567,279 members in 1939, while 1,131 non-agricultural
credit societies comprised 292,844 members. In addition, there were a number of
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produeers’ societies for the processing and marketing of agrieultural and aritisans’
products and the purchase of requirements, 126 building societies, 85 consumers’
societies, and 94 school (stationery) stores; these however, have not yet attained
a great importance in the economic lifc of the Province. and some of them—build-
ing societies and co-operative stores-—were not included in the Committee’s investi-

gation.

The primary agricultural credit societies in India are or.ganised on the basis
of Raiffeisen idea of the “neighbourhood community” (Nachbarschaftsverband),
which is reflected in a numher of vrinciples referring to their constitutional struc-
ture and working. Raiffeisen envisaged the co-operative society as the cenire of
the economic life of the village community, a personal bond uniting all the mem-
bers, collaborating with full responsibility in the common task. The main princi-
ples of this collaboration are: unlimited liability; one village—society; voluntary
service: wide range of functions. These principles have so far been the basis of
agricultural co-operation in India, although the societies’ activity has generally
been confined to the credit side.

The Madras Committee clogsely studied the problem whether these principles
can be generally accepted in the re-organisation of agricultural co-operation, and
has come to the conclusion, though not unanimously, that modifications in their
application are n&gessary for the rehabilitation of the movement.

The inefficiency and the financial difficulties of many agricultural credit socie-
ties in Madras are partly the direct result of the smallness of the societies which
so far have strictly adhered to the principle of one village—one society. The Com-
mittee felt that on this basis a strengthening and consolidation of the individual
societies would be impossible as the village is, as a rule, too small, and the member-
ship and capital locally available, therefore, not sufficient to guarantee the society’s
successful functioning. Apart from this the smallness of societies hampers the
progress of the movement as a whole, as the great majority of the villages which
are not able to form socizties of their own, wonuld remain outside the sphere of
co-operative activity. The Committee, therefore, recommends the broadening of
the basis of co-onerative credit societies to several neighbouring villages in an area
within a radius of three to five miles, assuming that this would result in an exten-
sive and intensive develonment of rural co-operative credit. It also emphasises
the need for a comprchensive programme of co-operative expansion and reorgani-
sation, so as to bring cvery village within the arca of operation of a society. The
magnitude of this programme. which should be based, it is suggested, on a five,
seven. or ten vear »lan. can best be gauged from the fact that of almost 52,000
villages only about 10,500 are covered by co-operative credit societies, most of which

are working with a loss.

There was. however, no complete unanimity in the Committee on the ques-
tion of the widening of the basis of societies. *and a minority adhered strictly to
the Raiffeisen principle as a hasis of close mutual collaboration and control. The
majority of the Committee were of opinfon that the widening of the basis of a
co-operative society to geveral neighbouring villages with common economic in-
terests and often united by social honds, too. would not be contrary to the principle
of proximity and corporate life. At the same time, the advantages of a broader
membership basis would expand the business and strengthen the finances of the
socintirs. so that they would be able tn employ the paid staff necessary for an

efficient business management, and to build up resources.
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The employment of paid officiale. also. is u modification of the original Raif-
felsen principles, but it seems an inescapgble consequence of the suggested
establishment of larger units on a sound business basis. cspccially as the Com-
mittee recommends, not only a widening of the area of operations, but also of the
functional basis of the societies. Hitherto, the primary agricultural credit socie-
ties have limited their activities to credit business, and only in rare cases have
they fulfilled other functions, such as the purchasing of agricultural and domestic
requirements and the sale of agricultural produce. The Committee suggests an
expansion of the activities of the enlarged credit societics, making them real multi-
purpose societies. Not only are the purchase of agricultural and domestic re-
quirements and the sale of produce recommended, but also the supply of electrical
and other mechanical power, farming on a co-operative basis, and the promotion
of new methods of agriculture. The Committec considers that “ village societies
chould be utilised, to a greater extent in the organisation and promotion, under
proper directions ard suitable safeguard. of subsidiary or cottage industries such
as bee-keeping, dairying, poultry-keeping, fruit-growing etc” Only where these
functions “ require special technique, finance, or marketing arrangements” is the
organisation of separate societies recommended.

The most far-reaching of the Ccmmittee’s recommondations is in regard to
lisbility. Limited liability, it is sumgested, should in future be the normal rule
in rural credit societies, and only if—in the view of the Registrar--local opinion,
or other circumstances, favour unlimited liability, should there be a deviation
from that rule. The main reasons which led the majority of the Committee to
abandon one of the most important Raiffeisen principles were that unlimited lia-
bility keeps away the better situated and more solvent class of agriculturists—
thereby weakening the potential financial strenpth of the society and depriving
it of a source of efficient leadership; and that, in the case of liquidation, which
is rather frequent, its enforcement causes great hardship to the members. It
was further suggested that mutual knowledge of each other’s affairs—the basic
assumption of unlimited liability—is practically non-existent in present-day
willage life, and that the possibility of members evading their liability by aliena-
tion of property has reduced the value of the unlimited liability considerably. The
minority of the Committee strongly apposed this view, stressing the wvalue of
the principle of unlimited liability as a factor for strengthening the collective
spirit of responsibility, the social basis of true co-operation, and the great
danger that small tenant farmers and agricultural labourers, who cannot offer
material security for credits, may not be able to obtain credits at all under a
system of limited liability.

Many detailed recommendations are also made resarding the central banks
of the Province, the regional organisations, which play an important part as
fnancing institutions of the primary sociotics and form the intermediate link
between the Madras Provincial Co;oporativo Bank and the credit socteties, land
mortgage banks, co-operative marketing societics, &c. As to the central banks,
of which there were 30 operating in 1939 with a total working capital of Rs. 5662
million, it is recommended that they become purc—type Banking Unions com-
posed of affiliated societies only, which would mean the elimination of individual
sharcholders. This recommendation also was arrived at by a majority decision,
the minority holding the view that the movement can jll-afford to lose the sup-
port and experience of individuals who have given practical proof of their interest
in co-operation, and who fulfil a very . useful purpose in representing the views
of the depositors in the central banks, while the represeniatives of the societies
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are naturally more inclined to the views of the borrower. The majority. how-
ever, maintained that, though indiyidual shareholders fulfilled a useful funection
in the early stages of the development of the central banks, the time has come
1o give the.e banks a clear co-oncrative constitution as Banking Unions. But
in order to give “public-spirited individuals who possess cxpert knowledge ir;
co-operative banking or co-operation” an opportunity to serve the central banks
the Commitiee recommends that central banks should co-opt three individuals to’
their Boards of Managements, and that this be provided for in their rules.

The extensive programme of re-organisation and re-orientation envisaged by
the Committce will deperd for its realisation, among other things. upon the ability
and co-operative conviction of co-operators in rcsponsible positions, and on the
response of the members of socicties to the co-operative appeal. The Committee,
therefore, stresses the nccessity of an intensification and better co-ordination of
educational work of the movement and the creation of better facilities for co-
operative education. It recommends the establishment of a Government Co-opera-
tive College for aspirants for employment in the Co-cperative Department of the
flovernment and for higher posts in large urban and ccntral banks, &c., and of two
Co-operative Institutes for the technical training of “professional co-operators.’

A suggestion was made by two members of the Committee that the voluntary
basis of the rural credit orpanisation should be altered and that statutory compul-
sion should be applied to make all eligible villagers members of the credit society,
as propaganda and education would he too slow a wrocess to accelerate the pace of
co-operative progress. The Committee, however, reiccted the proposal and affirm-
ed their faith in voluntary co-operation: * Co-operation is a voluntary effort:
it would grow from among the people out of their own free-will: it is not, and
cannot be. the result of state compulsion or regimentation.”

—Review of International Co-operation. April, 1941.

FUTURE OF CQ-OPERATIVE MOVEMENT.

In his address to the Joint Session of the Standing Committees of the Indian
Provincial Co-operative Banks’ and Institutes’ Associations held in Bombay in
the middle of January, the Hon'ble Mr. V. Ram:zdne Pentulu surveyed briefly
the economic development that has taken place since the Association met last in
Cetober 1939. Some of the sugpestions made by him such as those pertaining to
agricultural prices and relations with the Reserve Bank of India formed the basis
of resolutions adopted at the meeling. There are, however, two portions of the
address which call for particular notice. The first deals with the problems of
sgricultural indebtedness and the provincial legislation enacted to ineet it. While
welcoming the legislative activity that was embarked .von by responsible nopular
ministers in various provinces, Mr. Ramadas Pantulu referred to the apprehe;xsion
entertained in some quarters that those would result in curtailment or shrinkage
of credit to agriculiurists. That apprehension would. in his ovinion, prove to
be ill-founded if vigorous steps were taken anywhere to organize co-
operative credit societics an proper lines to supply the short term credit needs
of the agriculturists. Along with such organization Mr. Ramadas Pantulu envis-
aged the provision of long term credit for the discharge of prior debts and the
reclamation or improvement of lands and the linking up of short term credit
with a well-devised machinery for the marketing of agricultural produce. Such
a properly co-ordinated system of co-operative credit would. Mr. Ramadas



346 Tue InpIAN Co-oPFRATIVE REVIEW (APRIL-JUNE, 1941)

Pantulu urged, enable the agricultural community to do without the services of
the money unit in the rural ecnomic structure. That end, however, will
become feasible only when rural cconomic life as a whole is organized on a co-
operative hasis, which ideal Mr. Ramdas Pantulu put forward before co-opera-
tors in the latter part of his address dealing with the future of the movement.
The new economic order which we wish to sce established in India shonld be
based on the equitable distribution of wealth and provision of equal opportuni-
ties in life for all sections of socicly.

For the ensuring of these aims in rural life no movement, as Mr. Ramadas
Pantulu emphasised, is so well suited as that of co-operation. That was the
declared view also of the responsible Ministry in the Province of Bombay as
is clear from the rural development plan adopted by it. Unfortunately, the plan
could not he carried out before the Ministvy resigned. The Province has now
reveried to a system of administration where the pivot is the District Revenue
Officer. The defects in the co-operative movement cannot be rectified, as
Mr. Ramadas Pantulu pertinently remarked, by sirengthening the official control
and direction but by altering the basis of the structure and making it dependent
increasingly on popular support and enthusiasm. Unless, however, those who are
responsible for the administration sce the problem in the perspective in which
Mr. Ramadas Pantulu places it, the future before it, as he visualises it, is indeed
gloomy.—The Bombay Co-operative Quarterly. March 1941.

RURAL DEVELOPMENT DEPARTMENT IN BOMBAY.

There has been published the first annual report of the Rural Development
Department newly created by thr then Ministry in April, 1939. The Department
has had a very short-lived career, as the admirable conception of Mr. A. B.
Latthe, the then Minister of Rural Department, is not proposed to be carried out
by the present Government of Bombav. The Government of Bombay, when
placing various activities dealing with the cconomic conditions of agriculturists
under one Department, explained what advantages they hoped to seccure from
the form of co-ordinated working they adopted. The present Government,
spparently showing no concern for public opinton. upset a very important part
of the programme of a responsible Government withou! cven a word of explana-
tion to the public. To them. presumably. these are administrative arrangements
which it is not the concern of the public to knw: they do not conccive of them
as broad questions of economic policy affecting the welfare of the agriculturists.
Another change has been effected in the programme adumbrated by Mr. Latthe
and his colleagues and that is in respeet of the scheme of providing villages
with rural welfare workers, whose scrvices would be available for the management
of village panchayats, the conduct of the affairs of co-operative socicties. the popu-
larisation of approved methods of asriculiural improvement and the promotion of
suitable cottage industrial enterprises. The prosramme contemplated the appoint-
ment of a thousand rural workers to be trained in a period of 5 years. Only one
centre for training was started before the Ministry went out of Office, namely, at
Sabarmati. and according to the information contained in the annual report, no
other centre was started till 31st March 1940. The report makes mention of the
fact that it is proposed to provide arrangements for training at 5 centres in differ-
ent parts of the province. Training is to he imparted to hatches of 35 students for
a period of 9 months to be followed by rpecialised training at Poona fn a lerm of

EXTRACTS 347

three months. So {ar as the public are aware no start has ?)een r-nade with a.my
of these training centres. Nor are they aware of the manner in which the services
of the first baich of 50 students have been utilized. This part of the programme of
rural development seems to have been overlooked and hence one fioes not know
what remains of the rural development plans which were 50 prominent a feature
of the scheme of rehabilitation adopted by the Minisivy m its last year of office.
—The Bombay Co-operative Quarterly, March, 1941,

LIMITS OF OFFICIAL CONTROL IN CO-OPERATIVE ORGANIZATIONS.

Bewailing the lack of internal conirol in a majoriy oi cofoperati\{e orga;u;al-
tions, especially those in the primary stage, becagse ot Yi/ant.oi ec.iucat'xox;1i anP .e
absence of a live public opinion, Mr. T. A. Ramah.ngam k,'hemar urges in his k;em-
dential Address at the United Provinces Co-operative comerencr'e held at Goraif Ii;)u'
at the end of April, that the pluce of such contirol has necessarily t(? .be taken e
a healthy one by some form ol external supervision. The power
of rectification, Mr. Cheltiyar empiwusises, "shoAuld 13(.- vcs.chm’sonbxe author:;]y t(;1 deal
with cases there and then.” One may agree wih Mr. Chett%ar s view that' : e tl e(?ry
of (Laissez faire) has no place in the orggnizgtion an(j{ workmgyof c?-operanve soc'ne;
:ies in this country. But onc cannot suwscrike to his conclu%mn. tnz'xt the pow.exﬁo
correction, seiting right things and in exireme cases of lxqmd§t1on o'f socie t}fs
and rendering even justice to ail has to be vesied in an authoxtxty whxfchéhm c(:
existing state of things, can only be part of' th.e official ma?hu?ery m;) ; :ta o
operative Depariment. The movement in India is no lo.nger in its an f gd .
There has been progress in education in rural argas durmg_ the last four %;;a is
and public opinion too is much more alert than 1t_ was thlrt?' years dago. - t-
ever, therefore, may have been the case for official supervision and control in
the early stages of the movement, it does not hold good to-day m most plzo'\llr}ces
of India. Co-operalive socielies can well be trusted to form their own oxgam’sa&
tions for supervision, audit and generat control and these should be @amed dx,l
run in the same way as in other countries. (_Jomx_‘ol by the Co-operative De;?allt-
ment, one need hardly point out, is irresponSIb-le in a twof’old sense. The oﬂx(.fers
of the Departmeni are in npo degree responsxble for @exr acts to co—operatu{:;
institutions, whereas the employees of a lederal controlling agency pave‘to ho
themselves responsible to it. Moreover, with the sys'tem of amuauon t'hat
obtains in India, the Co-operative Department itsell is part ‘oi an uresp(?nsxble
and irremovable bureaucracy. it may be that the non-official worlkers 'm the
movement are not without blemish everywhere, but then ihe fault.l'les with the
ves of co-operative organisations that put them in positions of res-
ponsibility. They can remedy their errors by rex?:oving the undesira.bles. The
suggestion is made by Mr. Cheltiyar that no.n-.oﬁicx'als should_ be associated W.lth
officials in all important matters. Such association in an advxson. f)r consultative
capacity is scarcely helpful in building up a sense of responsxbxh?.y.amon.g the
non-official workers. Besides, it is not certain whether the association will be
of representative co-operators as distinguished from selected' co-operators, For
all these reasons, Mr. Chettiyar's views on this subject fail, unfortunately, to

management is to be

representati

carry conviction.
The Bowmbay Co-operaive Quarterly. June, 1941.
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THE FATE OF THE GERMAN CONSUMERS' SOCIETIES.

.Those who had hoped that the German Consumers’ Movement, after its sub-
ordination to Nazi economic aims (Gleichschaltung) and the liquidation of most
OI. the big societies in the large industrial centres, would be allowed at least a cer-
'tam external appearance of a limited indepundence must have been finally dis-
1l‘lusioned by the latest German Decree, concerning the consumers’ socicties, of 28th
.l'ebruary, 1941. This decree is a death blow to what remnant of life stili remained
in the German Consumers’ Movement—once the stronghold of German economic
democracy. The effects of the decree, according to an official German version arer—

The properly of the consumers’ co-operative societies has been translerred to

the German “Labour Front.”

Co-operative shops are to be converted into vrdinary 1ciail shops and given over

to private ownership, but as they are mainly lo be given to men wno fought

at the front the change will take place, on the whole, only after the war.

Dr. Ley, the leader of the "Labour I'ront”’, commenting on the new deviiop-
ment in the co-operative field in angriff of Ist March, makes some very illumin-
a‘Ling statements on the attitude of National Socialisin towards consumers’ co-opera-
tion, while his remarks on the contemplated changes themselves are rather vague or
evex‘l contradictory. The fundamental rejection of the co-operative idea, as cmbodi-
2 in consumers’ co-operation, is expressed in the following terms: “The consu-
mers’ co-operative societies represented a collectivist form ol c¢conomy of which we,
as National Socialists, do not approve ; by virtue of their political power they were
able to compete unfairly with the small artisan and trader who were therefore, their
sworn enemy...... The collectivist idea...... runs counter to our programme,
which seeks to further individual values and personal initiative.”

Dr. Ley then states ihat at the Fuhrer's request he had procecded slowly and
carefully to liquidate the societies, but he has to admit the great achievements of
the consumers’ movcemeni and goes so far as lo stress the growing dependence of
the country on the productive units and the distributive facilities of the move-
ment during the war. “All objections had to give way in the face of this discovery.
The liquidation had, in fact, to be stopped since the consumers’ societies had proved
‘heir value.” After this admission of co-operative efliciency by a proved enemy
of consumers' co-operation the articic continues. “"What proves itselt in war has
also its justification in peace time. Hence the Fuhrer decided that the useful institu-
tions in the co-operative machinery shall be preserved and become part of the
National Socialist economy.” How this * preservation’ of the useful co-operative
institutions is to be reconciled with the handing over of these institutions to soldiers
after the war—who, financed by the Bank of the German Labour Front, will be
given a “chance eventually to become independent business men’—remains the
secrel of Dr. Ley.

The immediate change, which is taking placc is the complete integration of the
consumers’ movement, with all its capital and productive units, in the German
Labour Front, to which it had been afiiliated since 1933. ‘“I'he share of the mem-
bers are transferred to the Labour Front” and the members are promised that they
will “suffer no loss by this transaction”. This means the complete abolition of co-
aperative democracy as the member, having no longer any share in the society which
he helped to build up, therefore, cannot claim a voice in its affairs. The article in
Angriff is, therefore, quite correct in stating bluntly : “ The Movement thereby ioses
iis co-operative character and its shops are open (2 everybody™.  The complete per-
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version of the purpose of the consumers’ societies 1s revealed in the statement that
the stores and factories, which are to become “mcdel” shops and workshops, will be
“a means of serving the trader and artisan.”

——Review of International Co-operation, April, 1941.

EURGPES TRADE

A Study of the Trade of Europcan Countrics with Bach Gther and with the Rest of
the Worid

This volume, prepared by the Leaguc ol Nuiions fconomic intelligence Service,
is devoted to an examination of the part played oy Eurcpe before the war in the
trade of the World.

Though Europe rcpresents only 4 per cent of the World's area and 19 per cent
of its population, her frade was greater than that of all the other continents
together.

Over half of Euwrope's trade consisied of goods exchanged between European
countries. But a large part ef the foodstuits and raw materials essential for her
industrial countries was obiained from overseas. In 1933, a fairly representative
year in a period of transition, the value ¢l the miporis of raw materials and foods-
stuffs into Continental Europe exceeded 23 pillion doliars. The United Kingdom’s
net imports of these products were sumewhat greater—2'3 billion do?lars. On
balance, Continental Europe bought cercals to the value of over half a billion dol-
Jars and sold animal foodstufls to the vaue of under a quarter billion dollars. The

- ggregates of her trade in this year werei—

$
Export surplus of 6 important animal foodstuffs .. 226,000,000
Import surplus of vegetable foodstuffs 545,000,000
Surplus of all other foodstuffs .. 3,000,000

Total .. 322,000,000

But the export surplus of animal foodstuffs was largely dependent on the
import of fats and fertilisers; Europe’s net imports of oil seed and cake alone cost

about $274,000,000.

Her net imports of raw materials were much greater than her net imports of
foodstuffs, amounting to 1,935 million dollars. Raw textiles, oilseeds and mineral
oils were the chief items, and accounted together for about three-fifths of Conti~
nental Europe’s net imports of raw materials. The United Kingdom's net imports
of foodstuffs amounted to 1,398 million dollars, and of raw materials to 935 million

dollars.
The volume brings out in a very striking manner the extent to which industry

breeds trade, and the industries of different countries in Europe were complementary
to each other. The ten most important industrial countries of Europe accounted for
four-fifths of Europe’s total trade; they consigned to each other 40 per cent of their
exports and only 16 per cent to the whole of the rest of the continent. This large
intra-trade was mainly in manufactured goods.

18
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These same ten countries accounted for over nine-tenths of Europe's large
iraport surplus, which was financed on the income drawn from other continents, on
account of interest, dividends and services performed. A considerable proportion
of Europe’s net imports were derived from the United States, in spite of this coun~
try’s creditor position. The explanation of this paradox, as is shown in some
length in the volume, is to be found in the rather complicated network of trade
balance between the various European countries. It was the triangular and multi-
lateral nature of Europe’s trade that enabled many European countries with no or
small foreign assets to acquire industrial raw materials from other continents; and
the United States’ surplus of exports to Europe helped to finance her purchases of
raw materials elsewhere. A heavy reduction in triangular trading operations in
Europe occurred during the thirties with the growth of economic nationalism.

Owing in part to this tendency towards self-sufficiency in certain countries on
the continent of Europe, and in part to the rapid recovery the United Kingdom
achieved after 1932, the share of British imports in the total of Europe’s imports

of a number of raw materials, such as cotton, wcol, tobacco, increased notably
during the last decade.

At the same time, a considerable industrial development took place in the agri-
cultural countries of Eastern and South-Eastern Europe, with the effect that they
tended to shift from the purchase of European manufactured goods to industrial raw
materials drawn from overseas. This development was checked, however, hy the
tendency towards bilateralism in trade and the opposition encountered by Germany,
who pulled these countries into the orbit of her trading system and compelled them
to import manufactured goods in exchange for their products.

—League of Nations Economic Intelligence Service.

CO-OPERATIVE NEWS AND NOTES

i ists’ i d pro-
ki s adras Agriculturists Debt Relief Act sho.ws that goo
The w;‘km?n:ti;h:ixe its enactment in 1938. Duriflg the thirty SEVEnd?lmt:;
gress has_ eell:l[ ch 1941, over 159,000 cases under this Act have been. xipo:.:,b
endn'ng w1'th 3"' Rs 6’07 79,000. The actual relief afforded to the agricul un:
Zﬁ mvol:l);nsgcal;;/:é dox;m,d;bts in the above cases amounted to over Rs. 2,86,65,000
y way

igi Y due.
wh. € YR P t f orngina
lch repr sent 2 er cent o lhe amou int Y n 11

e Cochin Agriculturists’ Relief Act during the year rel\:::s
ding considerable help to the _debt-rlddenfagi::; sl
Through the civil courts the question of scaling dov;; 5(; Sebts e
ClaSS&S-. 271 cases involving an aggregate debt amount of Rs. o a.mount
‘:tga‘;dz:;o%nt sealed down during the year was Rs. 227,386 an

reauc Yy i i u.ndel'
d ed b Scaling down was Rs. 5,86,21], Ihere were 3,3% apphcatlons

i f hic}l
Se t. n 28 Of the Agricult“rists’ Relief Act to set aslde QO“Tt Sales, out
ct10 of W

ide.
234 cases were get asi :
down, were discharged by payment or satisf

down.

The working of th '
encouraging results provi

it i debts, as scaled
4 cases, it is reported, the decree ,
n 19 action of the amount las scaled

* L] ®

' tioned
In Bihar it is learnt that a sum of Rs. 20 lakhs out of 49 lakhs sanctio by

cia j ilitati f the
nditure on the rehabilitation o
he Provinci Government for a five year expe on th i g
tC altivle lMovement is to be spent on the rehabilitation of thirty-nine co-
o~oper

operative banks.

L
* *

.
] *

] * L

ja in his Annual
i i to the Government of India in
ioyltural Marketing Advxsex: 3 2 B A
mp::efggrigzo, states that the quant)tj‘; Ofth Ag::::us ;;reo:ruce Tr;xear tztals Lo
_thirds the guantity in the .

exceeded by' w:gf&;hgm; Rs. 102Y lakhs in 1940. By the end ):'f 1942, ;heix:ﬂ :‘er:c;

Be 61 13]‘135 :ln ckers and the standardised grading and mar. mg0 o tgrres ol

383 authorise bI;?ng carried out commercially at more than' 40 cenr w;‘s s

pmd;ce “f,asgrading stations at work at the end of the previous yea ,
number ©

i j i i ] India Radio,
i conjunction with the Al

X nd local marketing staffs, in . o
The cen‘:;al arket news services for rural hsteners..and regular butlle’tamsc re now
develop everal stations. The Central Marketing Staft }}eld rade 0 o
issuefd flon;msﬂ'cations in regard to practical proposals for improved mar .
ces for co

[ ] *
LJ L -
.

Bank of Indig—In the last report
Agricultu'ral dcre? i:hc? :f:i:;:;ngf ?t:isczzzeof Co-operative Depar_tments dgputed
mention .was m - in the Agricultural Credit Department. During the year a
by certain provnf\cesmcers were deputed for training in the De.paf'tment_. The
further batch ot © 4 to examine problems of agricultural credit mchfdmg the
Departmef‘t contmumeem debt legislation, schemes of rural .reconstructl.on, land
co-opera e ete 'and to maintain personal contacts Ivnth the oﬁicxalsbleon-
mon?g;i&s::::ni:)—opgrative movemeni. During the year a number of problems
necte
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relating to debt legislation, regulation of moneylending, rehabilitation of the co-
operative movement, establishment and financing of land mortgage banks, elt&;b-
lishment of licensed warchouses, investment of surplus funds of co-oner..ive
banks, organisation of multi-purpose societies, etc., were referred to it &
various Provincial Governments for opinion and advice. All these problems were
examined by the Department and detailed suggestions were made. In view of
the increase in the research work of the Department, a new post of Director of
Research was created during the peried.

. Y . * L4 . .

Soya Bean Production—The production of soya beans has been steadily ex-
panded during the recent years, and the soya bean is today used in many indus-
trial processes not only for the production of food and fodder, but also for the
manufacture of soap, paints, linoleum, synthetic rubber and other commodities.
Soya bean flour, suitably processed, has been developed into a staple diet of the
German army, and is even used in cakes and pastries. China and Manchukuo
are the chief producers and Manchukuo is the chief exporter of soya beans, sup-
plying mainly Germany and Japan. In recent years the cultivation of soya beans
has been developed in South-Eastern Europe, particularly Roumania and Bulgaria,
and has been greatly extended in the United States. Total world production is
estimated at 483-5 million bushels (1 bushel=17-2 kg.) for 1940.

L ] * . . * »

The Volume of Food Sales in Great Britain.—Since the outbreak of the war,
the value of food sales in Great Britain has steadily increased, and is shown in
the retail sale reports issued by the Bank of England, which are based on a
representative sample of shops. But as prices have also risen, the increase in
value does not reveal the changes in the volume of turnover. In order to show
the trend in the development of the volume of food sales, the Bank of England's
value figures have been adjusted in accordance with the changes in food com-
ponent of the Ministry of Labour’s index of the cost of living. The resulting
indices show that the upward trend in the volume of food sales noticeable in the
last pre-war years was arrested soon after the outbreak of the war, and since then
it has shown a strong tendency to decline. For 1939 the index of food sales was
111%, (basis: 1935-100) against 108'%2 in 1938, but in 1940 it had fallen to 99 per
cent and in January and February, 1941, to 94 and 96 per cent of the 1935 level.
In spite of the decrease, the index of food sales in 1940 was still 1 per cent ahove
the level of the depression year 1932, when it averaged 92 for the whole year.

. * L] . Y e

Courses at the Co-operative College, Manchester.—The experiment’ of special
short-term courses at the Co-operative College for the employees and members
of the Co-operative Movement (which was interrupted when Holyoake House,
the headquarters of the Co-operative Union, was damaged in the raids on Man-
chester) is now to be resumed on a more extensive scale. The new courses will
be for periods of one, two or three wecks, and will comprise residence and tuition
at the College. They are specially designed to deal with the difficult problems of
training employees, engaged to replace those ealled up for military service, and
are also open tog bers of Committees, auxiliary officials and members. Ten-

e at the College, are open_jo candidates nominated by

kﬂ

XM o2 N.557




	93723_Page_01
	93723_Page_02
	93723_Page_03
	93723_Page_04
	93723_Page_05
	93723_Page_06
	93723_Page_07
	93723_Page_08
	93723_Page_09
	93723_Page_10
	93723_Page_11
	93723_Page_12
	93723_Page_13
	93723_Page_14
	93723_Page_15
	93723_Page_16
	93723_Page_17
	93723_Page_18
	93723_Page_19
	93723_Page_20
	93723_Page_21
	93723_Page_22
	93723_Page_23
	93723_Page_24
	93723_Page_25
	93723_Page_26
	93723_Page_27
	93723_Page_28
	93723_Page_29
	93723_Page_30
	93723_Page_31
	93723_Page_32
	93723_Page_33
	93723_Page_34
	93723_Page_35
	93723_Page_36
	93723_Page_37
	93723_Page_38
	93723_Page_39
	93723_Page_40
	93723_Page_41
	93723_Page_42
	93723_Page_43
	93723_Page_44
	93723_Page_45
	93723_Page_46
	93723_Page_47
	93723_Page_48
	93723_Page_49
	93723_Page_50
	93723_Page_51
	93723_Page_52
	93723_Page_53
	93723_Page_54
	93723_Page_55
	93723_Page_56
	93723_Page_57
	93723_Page_58
	93723_Page_59
	93723_Page_60
	93723_Page_61
	93723_Page_62
	93723_Page_63
	93723_Page_64
	93723_Page_65
	93723_Page_66
	93723_Page_67
	93723_Page_68
	93723_Page_69
	93723_Page_70
	93723_Page_71
	93723_Page_72
	93723_Page_73
	93723_Page_74
	93723_Page_75
	93723_Page_76

