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reference to the background we have given. Mr. Prakasam observes
that the agricultural credit structure had failed to achieve the aims
and purposes in view. In support of his observation he has quoted
facts and figures culled from the Administration Report for 1945-46.
While we are prepared to concede the achievements on the credit
side are not as spectacular as we wish them to be, Mr. Prakasm
failed to take note of the fact that the comparative abhsence of demand
or pressure for money on the part of the agriculturists during the
year 1945-46 was evidently due to their ability to finance their agri-
caltural operations from their own resources. No one need regret
for this redeeming feature. In view of the rising prices the agri-
culturists not only find monev for agricultural operations but also
possess enough resources to pav off their debts. Kven then the
percentage of loans for cultivation expeuses to total loans issued
rose in 1944-45 and this must be due largely to the needs of the
lower income groups who are never able to stand on their own legs
even in times of rising prices. Comparing the position of the credit
movement in 1946 with that in 1939 from all points of view, the
position of the movement is most encouraging and there are signs of
a definite step in the right direction. Therefore, Mr. Prakasamn was
unconsciously doing grave injustice to the movement when he
damned it by saying that the co-operatives had not proved to be
efficient economic credit units, The progress must necessarily be
slow and steady if thev are to be permanent and strong. Rapid
expansion in the past has brought ruin from the effects of which
even now we have not fully recovered.

Even conceding that the progress made on the credit side has
not been sufficiently encouraging, may we ask how the creation of
producers cum consumners’ societies is going to assist the credit side
of the movement even if it is not likely to be an effective substitute,
Mr. Prakasam would have been on the safe ground if he had by
facts and figures shown that the producers’ and consumers’ societies
had failed. From a record of the progress in regard to procurement
and distribution the stores societies have a record of work of which
thev can be legitimately proud. We invite the attention of our
readers to an account of the stores societies in regard to procurement
published elsewhere. If it is conceded that these stores societies
even in regard to procurement have done splendid work, may we
ask what is the necessitv to bring into existence a new type of
society for the same purpose ? Is this duplication of effort warranted
by Tacty? T
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The result will be stores societies which had done their best for
procurenient must either merge themselves in the new societies or
die a patural death. We are entitled to ask whether they deserve
such a fate.

Multi-purpose Societies:

Mr. Prakasam refers to the Vijiaraghava Chari Committee Report
which he considers embodied the best of Indian thought and pleads for
the creation of multi~purpose societies. While on the organisation of
multi-purpose societies, co-operative opinion is slowly veering round,
we are constrained to point out that the producer cum consumers’
societies of the type which are being organised do not approximate
to the multi-purpose societies. For the benefit of our readers we
reproduce below an admirable summary of the functions of the multi-
purpose society given in the Report of the Rayalaseema Co-operative
Enquiry Committee aud allow the readers to judge for themselves
how far the new type of societies of which Mr, Prakasam is an
enthusiastic protagonist fulfil those functions. ‘

1. Borrowing from financing bauks and depositors and advancing
loans to members.

2. Sales to members of consumer goods, such as sait, condiments,
soaps, sugar, cloth and the like as well as foodgrains to
members.

3. Supply to members of raw material and other aids to produc-
tion, such as seed, manure, agricultural implements, yarn for
weavers and equipment for cottage industries,

4. Storage of members’ agricultural produce.

5. Marketing of agricultural produce and finished products of
cottage industries.

6. Assisting, or acting as agents of, financing iustitutions parti-
cularly those providing long-terin mortgage credit to members.

We shall be doing violence to the fundameuntal ideals of
co-operation if the two cardinal principles of mutual knowledge and
mutual trust are pot observed even in regard to multi-purpose
societies. These principles necessarily postulate that the area
served by a multi-purpose society should be compact and the mem-
bership should be within reasonable limits, May we ask a societv

J

, covering a firka consisting of 12 to 15 villages with a meinbership

;3 \ 3 408
(\ b - o 409
N AN ;

o \. S e

= B ‘.’%‘;‘ o s

~



e

M. 1284, N
THE

adrasJournalof Co-operation

EACH FOR ALL AND ALL FOR EACH

Journal of the Madras Provincial Co-operative Union, Esplanade, Madras.

MARCH 1947. No. 9, VoL, XXXVIII Price 8 As, NET

The Editorial Committee do not hold themselves responsible for views
expressed by contributors. Contributors are requested to write
legibly and on one side of the paper. Manuscripts will not be
returned unless stamps are sent to cover postage. Matter intended,
for the issue of any particular month should reach the Copyﬁtvmf S

before the 15th of the previous month. f B
:
(RO x\‘s ‘ . .
The Shape of Things. SRS
, Co-operation and Provincial Budget: : \ K

We have always welcomed constructive criticism of the™
co-operative movement from all quarters, even though unfriendly,
and have gladly accepted suggestions made for its improvement.
Nor have co-operators ever claimed that their institutions are
perfect. Human nature being what it is, the co-operatives are also
subject to frailties incidental to organisations composed of people
with varied temperaments, Though service motive is the preponde-
rating ideal behind all co-operative activities, we concede sometimes
occasions there have been when there might be falling off from the
ideal. All the same we must emphasise the fundamental fact that
co-operation stands for service aud co-operators are striving hard to
live ‘up to that ideal. If the achievements of co-operatives are not
striking, that is due to causes often beyond their control. But that they
are striving hard to remove the defects and live up to the ideals, even
the worst critic of the movement cannot gainsay. Believing as they
do that propaganda and education are essential to raise the level of
the ordinary member to make him realise the duties and responsibi.
lities of membership of the co-operatives, we have time and again
stressed the importance of co-operative education.

The Budget speech of Mr. Prakasam in which he made un-
complimentary remarks on the movement have to be considered with



‘THE MADRAS JOURNAL OF CO-OPERATION

as large as 8,000 members can ever promote mutual knowledge and
mutual trust ?  Moreover, these new societies do not provide credit
facilities required for agricultural operations., The agriculturists
have sti]l to go to rural credit societies for finance. If we can
venture to make a suggestion, we would suggest that instead of
starting new societies of the type we have referred to, it would be
better and far easier to comvert the existing societies into multi-
purpose societies and entrust to them all functions now performed
by the producers cum consumers' societies. That would result in the
re-orientation of the movement which has been recommended by
all the Committees appointed to make suggestions for the improve-
ment of the movement,

Rural Banks:

Elsewhere we have reproduced a circular issued by the Regis-
trar of Co-operative Societies on the formation of ‘“Rural Banks'
and we commend his proposals for the consideration of co-operators.
From the figures given in paragraph 2 of the circular it will be seen
that the membership and paid-up share capital of the existing socie-
ties are poor, the business turn-over was meagre and quite a large
number of societies worked at a loss. It is to these tacts Mr.
Prakasam referred in order to support his preference for producers
cum consumers’ societies. But while taking note of these defects,
as Mr, Prakasam does, the Registrar of Co-operative Societies points
to the imperative need for a change or modification of the credit
system to ensure its role in the agricultural economy of the province.
But the approach suggested is different from that sponsored by Mr.
Prakasam. The main distinguishing features of the proposed rural
bank will be the following :

(i) The area of operations will extend to villages witbin a radins
of 3 to 5 miles covering about 20 to 25 villages.
(i) It will provide the following credit facilities —

() Short-term and medium-term loans on personal surety
and mortgage of immovable properties ;

(b) Loans on the pledge of produce, jewels, and approved
securities ;

(c) Cash credits on adequate securities, especially on
continuing mortgage bonds.

(iii) It will have provision to accept deposits such as fixed, savings,
gurrent, etc., and will tap local resources,

410

EDITORIAL NOTES

(iv) It will encourage thrift among members and even no
bers by introducing hundi box system, recurring or Marift
deposits, etc.

(v) The management of the rurai bank will vest in a board of
directots consisting of representatives of groups of villages.
As the Board may be large, provision will be made for an
Executive Committee. The principle of nomination may be
adopted in the first one or two years if this is agreeable to
the members.

{vi) It will have a paid secretary and the necessary paid staff and
the office of the bank will be located in a suitable building
with provision for a strong room, etc.

(vii) It will encourage self-help, mutual help, thrift, punctuality,
industry, honesty, etc., and undertake educational, and propa-
ganda work.

As regards the liability of members it may eitber be unlimited or
limited. This may be decided at the time of organising the
rural banks with reference to local conditions, If the promo-
ters desire that it should be on limited liability basis, there
will be no objection to permit the formation of societies on
limited liability basis. As the officers are aware, section 4
of the Madras Co-operative Societies Act requires that where
the majority of members are agriculturists the credit society
should be based on unlimited liability basis. Exemption will
have therefore to be obtained from Government under
Section 60 of the Act for the rural banks to be, in any areas
formed on limited liability basis.

In the second stage of development, provision will be made for
the supply by the rural banks of agricultural, domestic and
industrial requirements of their members and for the promo-
tion of multi-purpose objects touching the different aspects of
agricultural economy. In the first two years all efforts will
be concentrated on the developments of efficient, prompt and
satisfactory credit services.-

It is expected that with the above objects and provisions, the
proposed new rural bank will be able to provide all kinds of
credit facilities to the villagers and most promptly arrange for
the supply of their requirements and also for the sale of their
produce.

We need make no apology for this long extract in view of the

jmportance of the question,

While commending this proposal for rural banks, we are bound
to state that the functions are somewhat circumscribed and unless
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they perform functions such as those mentioned 1u the Report of the
Rayalaseema Co-operative Enquiry Committee to which we have
already referred these rural banks are not likely to be successful to
the extent envisaged. We wish the co-operators to examine the
Registrat's scheme carefullv and suggest such alterations as are
deemed necessary.

Milk Supply Societies:

We have published in this issue a good and detailed account of
the Madras Milk Supply Union to which we wish to draw the
attention ot co-operators, The Union 1s a ploseer institution
started and nurtured by the late Dewan Bahadur Deivasikhamani
Mudaliar. Those who have watched its growth and the vicissitudes
through which it has passed, most of which has been described at
some length in the published note, cannot but come to the conclu-
sion that persistent efforts have vielded satisfactorv results. If the
organisation and working of the Union, under the most distinguished
auspices, had to pass through many trials, some of which thrZatened
even its very existelce, one wonders what fate awaits the new tvpes
of societies now sponsored by Government. Wiil the enthusiasm
shown, perhaps due to official intervention, last long and remain
sustained even after the period of controis is over and official ouid-
ance and supervision are withdrawn? While we wish the new
ventuire every success, as far as it tries to remain true to co-operative
ideals and ideas, we cannot help expressing grave doubts on the
need for the new type of societies Co-operative ideals and ideas
cannol be imposed ; they must grow spontaneously. Regimentation
is foreign to co-operation. Hence we have alwavs stressed the need
for co-operative educatiomn.

Note ;

Owing to unavoidable circumstances the views expressed in the
above notes are those of the Kditor only and not of the KEditorial
Committee,

Notice to Non-members.

Sub: MADRAS |OURNAI. OF CO-OPERATION.. .Subscription rate—.
increase of. .

This is to inform the Non-members ot this Union, in view of high
cost of priqting and paper, the Executive Committee of this Union has been
obliged to increase the rate of annnal subscription from Rs. 4 to 6, Hence
the Non.mmebers are requested to remit the revised rate of subscription
for Volume XXXIX (July 1947 to June 1948).

MADRAS, } V. Vivyvanna,
General Secretary and Publisher
The Madras Provincial Co-op. Union, 1{1,,(1,;“,
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EXAMINATION RESULTS:

The following is the list of ex-service men candidates with their
Registered Numbers, who have undergone long-term course (9 months)
in the Central Co-operative Institutes, Madras, and who have come our
successful in the Examination conducted by the Union in January 1947.

FIRST CLASS

8. No. Name of Candidate. Regd. No.
1 Srinivasan, G.A. 3
2 Swamy, B. R. o 12
3 Krishnan Nambiar, K. 15
4 Ramajogeswara Rao, K. . 22
5 Leopold, V.. e 25
6 Paul, K. K. e 27

SECOND CLASS

1 Kasi, S, A. 1
2 Subbarathnam, M. 9
4 Mani Rajan, K. A, 5
4 Muthuswamy, S, M, 6
5 Muthiah Pandian, S. 9
6 Subbarayan, K. R. 16
7 Gajapathi, T. e 17
8 Chungatha Verghese [1ty Mathew 19
9 Ramankutta Menon, K. e 24
PASSED IN PARTS II & III
1 Balaknishnan, K. 14
2 Janardhanan, M. V. .. 21
PASSED IN PART I
1 Joseph, C. K. 20
2 Abraham, T. A. . 26
PASSED IN PART Il
1 Srinivasa Iyer, P. N, 4
2 Madhava Kao, D. V., .10
3 Govinda Menon, K, o RS
4 Francis, R. e 18
5 Karunakaran, K. K, .. 93

Food Shortage.

There is a serious shortage of food in many parts of the world.
India is not an isolated country where a grave food shortage has sudden-
ly developed. The gravity of the situation in this country is greater
hecause of the admitted inadequacy of our agricultural production.

Contrary to the common belief, even before the war, production of
food in this country fell short of demand : imports were therefore neces-
sary to meet the shortage. Rice, which forms the staple food of a large
section of our people, may be considered in this connection ; between the
years 1937 and 1943, imports of this cereal amounted to 6.65 million tons,
mainly from Burma®,

As a consequence of the fall of Burma early in 1942 this supply of
rice was no longer available. The famine of 1943, which was to a great
extent the result of this stoppage of imports, served to draw the atten-
tion of the country to its precarious food situation.

The population and food supply of any country are directly related ;
the larger the population the greater should be the food supply in order
that evervone should have sufficient to eat, The population of India,
as recorded in 1941, was 389 million beads and itis estimated that by
1960 it will stand in the neighbourhood of 490 millions. Itis well known
that about 80 per cent of our people are directly dependent on agriculture
for their living. If a population has to live entirely on its agricultural
produce, the land allotment per head must be of such a size that its pro-
duction is sufficient to satisfy the necessary nutritional requirements, In
India the area producing food crops is 0.72 acre per capita. It has been
caleulated that in order to produce an *‘ adequate diet at minimum cost **
the acreage required per capita in the United States is 1.8*. The figures
are in striking contrast with each other.

It has been admitted by competent authorities that food production
in this country has been far left behind by population growth ; the shor-
tage of supply in 1943 amounted to no less than four million tons. Asa
result of this continuous shortage, a large section of the population suffers
from hunger and malnutrition. The persistent hunger has robbed us of
our efficiency, both physical and mental, and has killed within us all
spirit of daring and adventure. '

According to Aykroyd, in order to meet the nutritional requirements
of her people, India must accelerate the production of pulses by 2.5
million tonus, of vegetables by 23 miilion tous, of fruits by 4 million tons,
of sugar by 1 million tons, of fats and oil by 4 million tous, of milk by
18.5 million tons and of fish, meat and eggs by 5.5 million toms. It
means that all factors operating to keep down agricultural production
must be eliminated, It also means that more land should be brought
under cultivation.

Because of the excessive pressure of population on land, extension
of agriculture to areas not under cultivation at present, but which can
be so utilized, can hardly be expected to bring about the needed relief.
Moreover the total of such culturable wastes is negligible in relation to
population. And even otherwise much of such waste lands are in a
condition which precludes any possibility of profitable agriculture. The
removal of factors which are operative to put these lands beyond the pale
of profitable utilization may involve, in many cases, long-range develop-
mental programmes. Yet, largely as a result of the ‘grow more food’

1The Famsine Engsiry Commission, Final Report, 1945,
$Ibid.
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loans 1s a prime necessity but machinelike rigidity in the collection of dues
regardless of the circumstances of the debtor should be discouraged ; for
in many cases pressure for repayment applied at wrong moments will ruin
a debtor. Finally an agriculturist may require all the three kinds of credit:
unless there is effective co-ordination among the various agencies supplying
them, his creditworthiness may be wrongly estimated and bad loans may be
given. The most glaring defect of the present rural money market is its
utter lack of co-ordination. The private money-lender plies his trade
silently and alone. The co-operative societies and even the land mortgage
banks are not in touch with each other while the Government grant Tak-
kavi loans independent of other agencies. Any system of rural financing
must avoid all these defects if it should prove to be satisfactory.

192.  Short and medium-tersm Credit.— At present the co-operative
primary societies make a distinction, which is none too clear, between
short-term and long-term credit. The former is granted to agriculturists for
meeting the legitimate and necessary cultivating expenses prior to the
beginning of agricultural operations and recovered after the harvest; its
duration is limited to one year. The latter is granted to the agriculturists
for improvements to his land, such as sinking of well, fencing and terracing,
buying of bullocks and implements as also for maintenance in bad years.
This medium-term loan is repayable in easy monthly instalments within
three years. The Rayalaseema Co-operative Enquiry Committee of which
I had the privilege to be a member, have suggested ten years as the maxi-
mum period for the repayment of a medium-term loan. This term appears
to me too long. Even in the case of short-term loans, repayment in
instalments is not prohibited, nor the purpose of the loan severely scruti-
nised. It is essential either to draw the line between these two kinds of
credit distinctly or rub it out altogether. I recommend that short-term
credit may strictly be confined to productive purposes connected with the
annual agricultural operations and be repaid in a lump sum immediately
after the harvest without carrying it over to the next year of succeeding
years ; even if a portion of this sort of debt is not paid off within the year,
it will seriously restrict the agricylturist’s borrowing power in the following
year and consequently lower his agricultural efficiency. Only in years of
drought and consequent partial or complete failure of harvests, licence to
the necessary extent in collection may be shown. It should be made the
first principle of short-term loans that they are repayable within nine or
twelve months according to the local variations in crops and seasons.

193. It is sometimes contended that medium-term credit as a species
may be abolished, but from my interviews with numerous persons connect-
ed with the co-operative primary societies. I find that there is a desire on
their part not only to continue it but also to extend the period of repay-
ment to five years. In my opicion, there is a necessity for granting
medium-term loans. Loans for improvement of land fall into two classes ;
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some of them require relatively smaller sums than the others. For example,
the sinking of a well or purchase of bullocks will not involve more than
Rs. 1,000, which may be lent to agriculturists after a careful consideration
of their assets, repaying capacity and their integrity of conduct by the
village societies. Similarly failure of harvest due to natural calamity may
leave the agriculturist without food, seed or money when financial help is
urgently required but repayment of any loan granted can hardly be expect-
ed before the end of that year.  All these circumstances warrant the grant
of medium-term loans which should be made repayable, both capital and
interest, in monthly instalments spread over five years. The system of
granting medium-term loans by primary societies will not, in any way,
encroach upon the function of land mortgage banks specialising in long-term
loans, necessary for undertaking costlier improvements of land or for the
discharge of prior debt. It is also obvious that the agriculturist cannot be
exhorted to approach the land mortgage banks for what has been described
here as medium-term loan without putting him to great inconvenience.
Because the necessity for medium-term loan arises more frequently than for
long-term loans. Again the land mortgage baunks themselves will find it
difficult to cope with the work or financial responsibilities implied in any
any arrangement in which medium-term loans are issunable only by them.
Thus it will not do good either to the land mortgage banks or to the agri-
culturists to deprive the co-operative societies of the function of granting
medium-term loans and entrusting it to the land mortgage banks. If the
foregoing argument is accepted, the responsibilities of the co-operative credit
societies are heavy indeed. It is, therefore, necessary to discover some
means of enabling them to discharge their responsibilities to the satisfaction
of their members. To this end, the primary need is adequate, if not ample,
supply of finance.

194. Lack of finance has been the most powertul obstacle to the full
growth of co-operation. Despite four decades of its existence, co-operative
credit has only touched the fringe of the problem of rural finance and the
reign of the private money-lender is still unaffected, if not unchallenged. It
was piously hoped that the money-lender would be sooner or later brought
into the co-operative movement and made the cornerstone of co-operative
finance. This hope has been shattered in most cases ; where sowcars have
entered the society, they have done so to torpedo it or make use of it for
gaining their selfish ends.  Persuasion and propaganda have been tried all
these years and found wanting. The money-lender had stood firm and
refused to be converted, hereafter there is no alternative except compulsion. -
In this connection the necessity for harnessing the financial resources of the
money-lender—" an oasis of thrift in a desert of extravagance”—to serve
the needs of the peasant through co-operative channels requires no elabo-
ration. For it is imposible for the Government to spoon-feed the ryot for
everything he does not to sow and reap. Money and credit available in

(14
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campaign, these lands, to some extent at least, have been brought under
the plough; for examnle, 163,000 acres in the Bombay Presidency and
140,000 acres in the United Provinces have heen reduced to cultivation.
Such an extension has been brought about mainly by the prevailing high
prices of agricultural produce, and any withdrawal from these ‘cons-
cripted " areas should be guarded against when, in future, the market
becomes stabilized at the normal level once again,

What is probably more important is that the yield of crops should
be increased, i.e., agriculture shouid be made more intensive, The yield
per acre in India is miserably poor as compared with that of many other
countries, With respect to rice the vield values per acre happen to be
9881b. in India, 2,433lb. in China, 30701b. in Japan and 1,680ib. in the
United States.® Similarly, with regard to wheat as well India occupies
the lowest place. The position can certainly be improved. There is
hardly any reason why the production average should not be reasonably
comparable with that of the other countries. The causative factors mini.-
mizing yields will have to be overcome. The absence of irrigation facili-
ties, for example, may be one of the manv causes conducive to low yields.
Thus, the yield of rice per acre in Madras rose from 8651b. in unirrigated
areas to 1,1951b, in irrigated ones, and in the United Provinces from
8001b. to 1,0501b  Such an increase can as well be brought about by
favourably modifying the other conditioning factors.

The production of food crops and mouey crops should be so adjusted
that one is complementary to .the other. The balance between the two
should be maintained for on this the prosperity and economic security of
a country depends. A monev crop which cowmmands no market can
hardly be looked upon as an asset. In recent years such was the case
with short staple cotton which could not be marketed as a result of the
War in Far-Eastern countries. The area under this cotton was partly
diverted to food crops like bajra aud Jjowar.

It has been suggested in certain quarters* that dietetic habits of the
people should be changed-—that cereals should, to an increasing extent,
be replaced by tubers, which ‘ when reduced to the same standard of
moisture’ are ‘richer in carbohydrates, mineral matters and calcium '
and have the additional advantage of higher vields per acre than cereals,
Tubers (potatoes) in certain parts of Eurnpe, it has been said, occupy a
place equal to cereals in the diets of the people. The suggestion is
worthy of a close scrutiny by all whose special fields of study entitle
them to speak with authority on the subject.

It must be emphasized that any scheme of increasing agricultural
production would be necessarily incomplete if a consideration of fodder
is altogether left out. Fodder has an important bearing on the utilization
of livestock and, as such, is of great consequence to any scheme for
accelerating food production.

Food shortage is one of the most baffling problems before the country
which demands immediate solution, Hunger should not be allowed to
remain uusatisfied, for persistent hunger is a menace frought with
dangerous consequences both to the individual and to the society.

—Indian Farming, June, 1946.
3Radha Kamal Mukerjee (1944), Populatron

4General Presidential Address by Mr,
Congress, Bangalorse, 1946,

and Fooei Supply,
M. Afzal Husain at the Indian Science

—
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Extracts from the Report of the Economist for Enquiry
into Rural Indebtedness, 1946.

By Raoc Banapur DRr. B. V. NarivaNaswaMi NAIDU,
M.A., PH.D., B.COM., Bar-gt-law.

- ¥ * -

RURAL CREDIT.

190. The majority of agriculturists are leading a hand to _mou!h
existence, without any financial reserve. For every little operau?n in
cultivation, the ryot stands in need of credit. The central figure in the
agricultural credit mechanism is still the private money-lender who may be
a sowcar, a grain merchant or an affluent big ryot. The sys.tem of. money-
lending is the same whether the creditor is a non-agrlculturxs.t or a
landholder. In the post-depression year, the money-lénders came in for a
great deal of criticism. They were accused of charging usuno.us fates of
interest, keeping accounts in a fraudulent manner and of mach.matxons tlc;
drive the debtor to the wall, Whether these charges were appllcal.)le to a
money-lenders or not, legislation was invoked to pr.otect tl;le mdtebted
agriculturist from exorbitant rates of interest and ext?rtlon. T e:f ou tcor';ui
of such legislative activity was the fixation of a ‘maximum .ra'telo mTt;re sse
and scaling down of debts according to c.ertam’ﬁxed p.l'mCl::)]eS.' hese
measures have led to the contraction of credit and/or evasion o aw. \ C't
the private money-lender has a lion’s share of agricultural ﬁ.nanaggl; i
would be a short-sighted policy to launch a frontal atta?ck on him, -1t er
measures enacted in this period as well as in the past :jtlmed at compu so:y
registration of money-lenders of all classes and regulation of their acsc?un Z
Agricultural operations depend entirely upon adequate and tlmtj.ly.cre it ar;
the credit needs of the agriculturists are both enormous and .msmtent. In
these circumstances, mere restrictive measures will result on.ly.m the serious
curtailment of credit. It may be argued that easy credit is a danﬁerc?us
temptation to improvident agriculturists, but more danger.ou_s ls'th:f ryiﬁi
up of the very springs of credit. The co:operatnve credit institutions,
only alternative agency, have not sufficiently developed as to serve sfs an
effective substitute. It will be a futile task to reform the ways of the private

- money-lender without setting up powerful parallel financing agencies to

supply to the needy ryots adequate credit.

191. The credit requirements of the agriculturists may be c!assiﬁe'd
under three heads—short-term, medium-term, and long-term. Certfaln basic
principles governing a sound system of rural hAnance, may be laid down.
Too easy credit will encourage extravaganf:e and accumulation 'o.f unproduct-
ive debt. Delay caused in granting cr.cdlt for _urgent z§nd legntxm?te.needs
is sometimes worse than denial of credit.  Strict scrutiny of application for

417



THE MADRAS JOURNAL OF CO-OPERATION

the rural part must be ploughed there itself for the enrichment of agri-
culture. As will be shown presently, the Government have other long-term
financial aids to give; for short-termt and medium-term credit facilities
agricultural economy should become self-reliant and self-sufficient without
looking up to the Government for ‘ paternal " aid

195, U shall now proceed to give a brief outline of my scheme to
utilise to the full funds of money-lenders for the betterment of agriculture
and rural economy. It should be made obligatory for all the money-lenders
in each village or group of villages to become members of the local
co-operative society, the setting up of which is already taken for granted,
They should be forbidden by law from lending directly, without the inter-
vention of the local co-operative society, to any agriculturist. They should
open accounts with the society und maintain a minimum of deposits. As a
transitional measure for a period not exceeding ten years, all the co-opera-
tive credit societies must be bifurcated, one part of which must consist of
its usual old self and the other must counsist of money-lenders whose
membership is made obligatory. The accounts may be kept separately.
A prospective borrower, then, will have two ways of getting a loan;
he can simply follow the usual procedure of applying for loan to the
society or he can meet any money-lender he likes and negotiate for a loan
and then submit an application to the society mentioning the amount he
wants, the person who is willing to accommodate him, the rate of interest
charged and the other considerations regarding repayment. A copy of this
application is immediately posted on the notice board so that other money-
lenders, who are members of the society, may know the full details of this
proposed transaction. If any one of them comes forward offering easier
terms to the borrower, the new offer may be accepted in the place of the
old one. This kind of publicity given to a proposed transaction enables
the borrower to get the best of terms. (Combinations of money-lenders
should be prohibited by law and evasions of the law will be reduced to a
great extent if the suggestions given to augment the financial resources of
pure co-operative societies and to reduce the opportunities to the money-
lenders of more profitable investment of their funds are implemented.)
Because the debtor is contacting the money-lender outside the co-operative
society, unhindered by any sort of red-tapism, he can fix his terms quickly
and the loan will be sanctioned earlier than in the “pure” branch of the
society. This procedure obviates delay in getting loans and the paucity of
co-operative finance is made up by inflow of money-lenders’ credit. But to

_direct them through co-operative societies and to irrigate financially agri-
culture, mere compulsion of money-lenders to become members of village
co-operative credit societies will not suffice.  Certain inhibitions are
necessary to prevent or discourage money-lenders from evasive tactics and
alternative lines of investment; promissory notes or other documents of
credit which are not transacted through some co-operative society or other
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should be made invalid in the eyes of law. This involves an amendment of
law affecting promissory notes ; it may be opposed on the ground that it is
direct assault upon individual freedom to invest or spend one’s money as
one likes. Critics of this proposal will have to be reminded that the spacious
days of laissez-faire are gone; for instance, capital issue control has put
freedom investment into a straight-jacket. Without a complete prohibition
of all direct transactions between money-lenders and agricultural borrowers,
it will be impossible to check the activities of the former and the victimi-
sation of the latter. Measures like compulsory licensing of money-lenders
and regulation of accounts are too feeble to effect the desired change.
Hence, I recommend that private money-lending except through autho-
rised institutions like the co-operative societies should be absolutely
prohibited. The societies inust meet the incidental administrative expenses
from the common good fund. [t is expected that when all the recommen-
dations regarding interest, etc, are implemented the money-lenders will
have gradually become full members of the co-operative societies which
they might have treated as registering houses at the beginning. The need
for bifurcation will no longer exist and the two hranches, then, may be
merged.

196. In spite of the legal prohibition, private money-lending may pass
through all formalities but money-lender would have offended against
every provision of the law. To illustrate, a needy agriculturist may con-
tact a money-lender, who is a member of the co-operative society and ask
for a loan of Rs. 800. The latter may be willing to accommodate him with
a loan when the borrower agrees to pay in advance Rs. 50 before the
actual payment takes place in the co-operative society under the nose of
the society officials. This will tantamount to lending Rs. 250 and receiving
a pro-note for Rs. 300. This kind of evasion is supported by the borrower
because his need is great and the supply of credit is inadequate. The only
way of eliminating such malpractices is to augment the supply of credit and
fundamentally shake the monopolistic position of the money-lender.

197.  Supply of credit.—The village co-operative credit society has
been so far depending upon share capital, entrance fee paid by the mem-
bers, deposits by members and non-members and loans from higher
financing institutions.  Quite contrary to the orthodox co-operative
principle of self-help, most of the village societies ure functioning with
external loans. This phenomenon is due to the reluctance of money-lenders
to enrol themselves as members and abide by the rules and by-laws of
societies. According to the scheme of compelling village money-lenders—
who also include individuals making casual loans to ryots—their funds
become available for financing agriculture. Assuming that industrial invest-
ments are made unattractive by the fixation of a statutory maximum of 43
per cent and that purchase of land for the sake of receiving rent from
tenants and not for direct cultivation is prohibited, village money-lenders
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will feel much more inclined than to.day to lend to co-villagers at a lower
rate of interest. They have already realized that their cash resources
deposited for short period in commercial banks will bring them only a
return of about 2 per cent. Thus by a dual policy of reducing the rate of
industrial dividends and iuterest on the deposits in banks, village money -
lenders can be psychologically tuned to be more favourably disposed to
lend to agriculturists through the co-operative societies. This is a co
mation to be zealously worked for and attained, so that scarcity (;f lo:sulr)lll.
capital experienced in most of the village co-operative societies will bez:m e
a thing of the past. This scheme places rather too much faith in 0:;:‘
change of heart oun the part of money-lenders. It may well happen tln(:
money-lenders would be provoked to grow sullen and vindictive l‘nlcji ref ;
to lend money even to good borrowers. However, this mood of : strikinus'e'
work cannot last long.  Even if it would last for a short period the r'id
strategy of the scheme lies in increasing the volume of funds availailzat
credit‘ institutions. This is best achieved by making agricultural pa e(x)‘
negotiable and rediscountable. By legislation, the Central Banks als) \Sell
as the Provincial Co-operative Bank should be enabled to discount agri
cultural paper and the apex bank, when it has run short of funds shogulc;
get the agricultural bills rediscounted by the Reserve Bank if these
discounting and rediscounting facilities are granted, agricultur'al finance
will be able to cast away its oppressive rigidity and become as elastic as
commercial finance. Credit may be expanded whenever necessary and
there will be no warning by the Central bank to the member society that
the limit of borrowing is reached. Likewise a Provincial Co-operative Bank
will not administer a similar caveat to the Central Banks. ln order to make
this facility a reality, every society must have a warehouse for storing the
produce of its members offered as pledge. The facilities for storage must
also be granted by the Government which should construct godowns and
granaries in important centres ; peasants may take their produce to these
Government stores and get official receipts on the presentation and pledge
of which credit institutions may lend a certain fixed percentage of the
value specified on them, say 60 or 75 per cent. This function of lending
on the pledge of storehouse receipts must not only be discharged by
co-operative societies but also by all those banks which are inclined to do
this kind of business. When the discounting and other facilities mentioned
are granted by the Government, not a few of the commercial banks will
take to this business and thereby provide greater credit facilities. With such
enlarged supply of credit, it will not be difficult to adequately meet the
short-term and medium-term credit needs of the rural population.

198. Provision of ample short and medium-term credit facilities is a
prime necessity but the machinery for the administration of agricultu}al
credit must be worked on sound banking principles. It is essential to
strictly control granting of credits for unproductive purposes while the
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need for “full finance” should not be ignored. The ordinary credit machi-
nery shoul be kept as far as possible clear of giving emergency loans to
tide the farming population over a difficult period which must be done by
the State on philanthropic and not on business considerations. Estimated
yield and market conditions should be the principal guide inthe grant-
ing of medium and short-term production credits.  The advantages
of local management of the institutions granting such credits are worth
preserving ‘ and there is no better method of doing so than by reconstitu-
ting and revitalizing the primary co-operative credit societies on the afore-
mentioned lines. Seasonal loans for seeds, and fertilisers may with advan-
tage be made on the basis of bills drawn on co-operative societies or firms
supplying goods required by the farmer. They thus tend to be held to the
uses they purport to serve and may be linked up with the general banking
system through discount.” An important function of short-term credit is to
facilitate the orderly marketing of crops throughout the harvest year. It is
of fundamental importance that the principles that apply to ordinary busi-
ness should govern co-operative practice.

199. Long-term credit.—The provision of long-term credit must aim
at raising the standard of living of the agriculturist through a judicious policy
of stimulating production. This is best attained by granting loans for
permanent improvements of land and agricultural technique as well as for
reducing and ultimately eliminating the handicaps imposed by chronic and
unproductive debts. At present long-term loans are granted by the Govern-
ment in accordance with the provisions of the Land Improvement Loans
Act by money-lenders and requirements ; again the difficulties of getting
these loans are considerable and regulation of credit supply. Takkavi loans
by Government are of very little significance ; the total amount disbursed is
relatively very small to the total requirements ; again the difficulties of
getting these loans are considerable due to red-tapism. On the other hand
loans by money-lenders do not suffer from delay but the purposes for which
loans are utilized are seldom watched so long as the debtors have huge
assets and there is ample security for the money-lenders’ credit. Hence
money-lenders’ credit is fraught with more danger than good to the agricul-
tural economy since loans are likely to be frittered away in an unpreductive
manner. Co-operative Land Mortgage Banks are guided by theoretically
high principles. Loans would be granted only for the liquidation of prior
indebtedness and for costly permanent improvements to the land. Baut
aumerous defects in practical working, have resulted in decimating the
benefit that would have otherwise accrued from their activities. The
greatest defect in the working of the Co-operative Land Mortgage Banks is
the infinite delay in granting loans. An application for loan by a member
is examined first by the Board of Directors. An ad hoc sub-committee is
appointed to examine and evaluate the assets of the borrower. It generally
takestthings easily, visits the village in which the land of the applicant is
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situated, makes local enquiries, exposes to the public the finuncial plight of
the borrower to his bitterness and humiliation, obtains an encumbrance
certificate, tries to find out whether the applicant has any unregistered but
unacknowledged debt. This is followed by an official inspection by the
Sub-Registrar in charge of Land Mortgage Banks. Final recommendation
is made in certain lucky cases, for the granting of loan. Then the bank
appeals to the Central Co-operative Land Mortgage Bank for finance, which
in its turn, scans and scrutinizes all the concerned documents and after
satistying itself on all points, grantsthe request. This is followed by the
necessary registration and other technical formalities before the applicant
gets the loan he applied for. The land is mortgaged to the primary bank
which in its turn remortgages the same property to the Central Co-operative
Land Mortgage Bank. This tortuous process usually takes nine months to
one year to be gone through. Further, there is always an upper limit to the
sum that can be granted as loan by a land mortgage bank ; the amount of
loan granted will be a small fraction of the value of the assets especially
when compared with the amount that will be lent by a money-lender on the
security of the same assets. Obviously all these will not go to make the
land mortgage banks popular among agriculturists who want loans both
urgently and without much fuss and needless exposure of their straitened
circumstances. Finally the capacity of these banks to provide loans is
limited by the rate at which the general public including the Government
will subscribe to their debentures. At present, the Central Co-operative
Land Mortgage Bank issues debentures and the funds thus raised are lent
to the Primary Land Mortgage Banks which in their turn lend on the
security of lands mortgaged to the individual borrowers. The Primary
Land Mortgage Banks make a profit by raising the rate of interest on its
joans above their own rate of borrowing from the Central Land Mortgage
Bank. Thus the rate of interest to the agriculturist is pushed up to a high
level. The primary banks cannot function independently with their own
funds. In short these land mortgage banks are co-operative only in name.
They are unable to satisty the needs of their members without external aid.
Excessive delay ‘caused by an elaborate and cumbersome procedure is
exasperating to the borrower. This description of the actual working of
these banks will show how defective the system is.

200. The whole machinery of long-term credit requires a thorough
overhauling. The three different agencies for the provision of long-term
credit should be brought under unified control. Extending the principle
already adumbrated, wviz., that private and unregulated money-lending
should be abolished, legislation should be made prohibiting also direct
secured loans by money-lenders to agriculturists. No fear need be enter-
tained about any break-down of the long-term credit mechanism on this
score so long as adequate alternative arrangements are made, I recommend
in a later section some means of liquidating as much of prior debt as possible,
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In this section I shall confine myself to devising a scheme of long-term
financing for permanent improvement of agriculture. An estimate of what
amount will be required for this purpose can first be made. As already shown
in Chapter V, 1.4 per cent of the landholders only pay an assessment of Rs. 100
and above. The provision of long-term credit to this class of big landholders
and the medium landholders will be the concern of the machinery that is to
be set up. The claims of small landholders can well be left out.because
the scope for improvement of land in their case will be strictly limited. It
will be admitted that all the big and medium landholders will not be in
need of credit and the number of those who need may be safely put down
as 50 per cent of the whole. Assuming that on an average eacfh applicant
requires Rs. 1,000, the total demand for long-term loans will l.)e about
Rs. 100 crores. Permanent improvements, by their very nature, will not be
a regular annual event. Indian agriculture being extremely backward, there
will be an intense demand for this type of loans for about 5 to 7 years, after
which period the tempo of reclamation of land, intensive farming, m}provmg
soil conditions and irrigational facilities, the quality of thc? livestock,
equipping farming with modern machinery and implemf:nts w'xll gradually
spend itself and consequently the demand for IO&I'IS.V.VIU dec!me froEn the
peak level to a plateau. On a rough estimate, the initial period of 5 to 7
years may require a provision of Rs. 15 crores per annum and when an all-
round improvement of agricultural economy has been effected, there will be
a demand only for about Rs. 4 crores. With regard to the sypply of funds
for both these periods, I suggest (1) the floating by the provmcnlal Govern-
ment of " Agricultural Prosperity Loan” of Rs. 15 crores ;.u .3. per cent,
per annum redeemable at the end of 20 years ; (2) the utilization of about
Rs. 20 crores from the reserves accumulated by the Government of Madras
during war years; (3) a subvention of Rs. 50 crores from the Centra)
Government to this province as part of their Rs.. 1,000 crore programme for
post-war agricultural reconstruction ; and (4) *a loan of Rs. 15 crqres at 1
per cent by the Reserve Bank for the development of agriculture.
Sir Manilal Nanavati has recommended that half the profits of the'Reserve
Bank should be set apart for agricultural improvemfant. Assuming that
this recommendation is iniplemented, agriculture wx}l be assured .of an
annual income ; however the amount would not be consndgrable and will not
be helpful in any scheme of rapid reconstruction of agricultural economy.
Therefore I would suggest that the Reserve Bank' should float a large
loan for stimulating and accelerating the pace of' agrlcultural de'velopment
immediately. This loan may be repaid from a sinking fund which should
be built by the accumulation of the half of the annual profits of the Reserve

*The Reserve Bank of India has offered to make large advances to Provincia} Co-opera-
tive financing institutions at specially low rates of interest. According to this offer, the
ll’rovincia] Co-operative Bank in the United Provinces received loan funds recently from the
Reserve Bank at 1} per cent. The Report of the Rayalaseema Cozoperative Bmquiry
Commitice (p. 68). . o
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Bfink earmarked for agricultural improvement. In these several ways, it
will not be possible to raise a fund of Rs. 100 crores to be spent in the first
5'or 7 years. For the second period, I recommend the utilization of the
yield from agricultural income-tax that must be levied in a progressive man-
ner on all incomes above Rs. 8,000. It is computed that this income-tax
has high potentialities of fetching a huge income that will exceed double
the l‘and revenue collection to-day. In that case, it will be enough to fix a
maximum of Rs- 4 crores out of the entire yield to be utilized for grant-
ing .agncultural long-term loans every year. It may be added that since
agr.lculture 1s the basic industry of the province, the Government should not
shrink from floating the loan of Rs. 15 crores and spending at least Rs. 20
crores from the reserves. Improvements effected in the agricultural sector,
it may be reitevated, will be infectious in spreading to the other sectors.

‘ 201.  Machinery for granting long-term loans.—The prime requisite
tor the adx.ninistration of long-term credit is unification of the various agencies
now functioning in the field. It has been shown that the co-operative land
mortgage banks are not satisfactory either from the stand- point of financial
se]f-_?ufﬁciencv or from that of efficient and expeditious disposal of loan
apphca.tions. Provision of funds for long-term loans to agriculturists,
according to the scheme outlined, is made the direct responsibility of the
Government. It will be a wrong policy for the Government to supply
funds and allow co-operative land mortgage banks to exercise the powers
of granting loans. Divorce ot responsibility from power will lead to end-
less trouble, particularly in the case of the inefficient land mortgage
banks. It is not easy to reform the land mortgage banks ; hence it is
desirable to convert them into Government Land Mortgage Bar;ks adminis-
tered by the Co-operative Department. Government can lend also the
takkavi loans through these institutions ; the number of banks should be
increased sufficiently to enable each taluk to have one bank.

202. The process of finding out whether the land offered as security
by the borrower iz encumbered or not, is now one of the causes of endless
delay. This delay may be minimized by following the policy of appointing
official valuers as found in Malaya and some other countries. These official
valuers are supplied with sufficient information from the Registration,
Revenue and other departments as to enable them to give certificates of
property to prospective borrowers. The certificates show the extent and the
current market value of the property, encumbrances, if any, income, Crops
grown and all the other details required by any lending institution. On
payment of a nominal fee, any person can get a certificate of this kind, 1
recommend the appointment of such official valuers, one in each taluk, from
whom agriculturists may get the certificate and produce it befote the
Government Land Mortgage Bank thatis to be set up. As the certiticate
gives full information, without further ado or delay, the bank can grant
whatever loan it can. The registration fee for the mortgage to be effected
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may be further reduced. These banks must also have an out-door inspect-
ing staff whose duty it will be to check whether the loans sanctioned are
spent properly without being misused.

203. The rate of iuterest on these loans is at present 6 per cent which
is too high. It is agreed on all sides that agriculture seldom yields more
than 8 per cent income. When the income from agriculture is so low, the
statutory maximum rate of interest of 6} per cent fixed on borrowings by
the Government so late as in 1938, may be considered regressive at least to
those chronic debtors whose lands have been overburdened with debt, even
though it may be bearable to prud ent agriculturists who borrow small sums
for meeting cultivation expenses. The need for reducing the interest rate
is clear. 1 recommend that the repayment of the loans shall take the form
of annual instalments of 5 per cent of the capital borrowed for 20 years.
As already indicated, the Government will be borrowing at the rate 2% per
cent. The borrowers will pay only the capital back in twenty equated
annual payments ; their payments are analogous to instalments payable
under hire-purchase system. Under normal circumstances the borrower
will have no grievance under this scheme ; he returns only the capital with-
out any interest. As the annual instalments are paid, the Government can
invest the funds and earn some interest, and whatever loss is incurred in
this transaction must be met from the public revenues. This loss will have
to be borne only on the loans issued in the first 5 or 7 years. In the later
period when long-term loans are granted from the revenues realized from
the agricultural income-tax, the question of burden will not arise. It can
be easily seen that the burden will not be great, for out of the Rs. 100
crores to be lent in the early yearsonly a sum of Rs. 15 crores is borrowed ;
the rest does not have any trail of interest payment. Whatever the cost of
this service is, it may be treated as  subsidy to agriculture, the basic
industry of the Province.

204. Liquidation of prior debt.—The major portion of the large volume
of rural debt existing at present is unproductive in character. Although
the real burden of this debt has been considerably lightened by the depre-
ciation of the rupee (already explained at the end of Chapter V), it is still a
drag on agriculture. Unless it is removed, it is bound to retard the material
progress of the rural masses. Attempts to scale down debts will not affect
the core of the problem. A more radical and systematic effort to wipe out
the debt is the crying need of the moment and it must be riade as early as
possible before the onset of depression. In the early thirties when the
depression was acute, various proposals for the complete liquidation of rural
debt were made. Mr. Jamnadas Mehta, in a speech in Bombay on 29th
October 1988, suggested that the State must take over the ryots’ debt and
convert Sowcar’s loans into its own at a moderate rate of interest and that
creditors should be given bonds having a currency of 60 years and yielding
an interest of 4 per cent. In his book ‘' The Problem of Agricultural
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Indebtedness (1938),” Mr. Nalim Ranjan Sirkar proposed that the State
should take over the debt of at least those ryots who, although incapable of
repaying their debt, have sufficieut holdings to maintain them if relieved of
debt. For this purpose, the Government should float a loan for the total
amount, payable in 50 or 60 years out of which they could settle the clairms
of money-lenders. Both these schemes are too generous with both debtors
and creditors and throw a heavy financial responsibility upon the State
For, a large number of debtors would have been wastrels and rescuing them
trom the grip of their creditors will mean putting a premium on improvid-
ence ; and many creditors, if they ‘resorted to court for recovery of theit
loans would not get the full value of their claims but thesc two schemes
offer full payment to them.

205. A sound scheme of liquidation must not be inequitable to the
lender or borrower nor should it subject the Government to serious financial
commitments. It must rest on a scientific classification of debtors as well
as creditors. The former may be divided into “ hopelessly indebted ' whose
debts exceed their assets and ‘‘moderately indebted ” who are solvent but
do not have hquid resources to pay oft their debts. With regard to the
first class, which consists of chronic debtors, the creditors will not be able
to realize their loans and arrears of interest to the full, whatever means they
may adopt. The best solution for the liquidation of their debt is to set up
rural insolvency courts and declare them insolvent. From the time the
report of the Royal Commission on Agriculture was published, the necessity
for this kind of legislation has received emphasis. | am of opinion that
mere establishment of Rural Insolvency Courts will not end this problem ;
no debtor will willingly rush to an insolvency court and incur the
odium attached to it. As such a debtor has generally more than one credi-
tor, none of them would easily file a creditor petition but each would try to
get his loan repaid fully; because in the case of a debtor whose assets
form only a fraction of his liabilities, declaration of insolvency by the Court
would result in pro rata distribution of assets. Thus both the debtor and
the creditors will not be too eager to go to the insolvency court. But this
state of affairs must not be allowed to continue as it is detrimental to rura]
economy. So I recommend the following procedure : —The establishment
of Rural Insolvency Courts one in every taluk, should be preceded by an
enactment compelling every money-lender to submit to a special Taluk
Liquidation Officer before a certain date a detailed statement of his loans.
Any person who has failed to mention any of his loan transactions will have
to forfeit the right of recovering that loan from his debtor. A penal clause
to this effect will make all the money-lenders supply all the information
needed to gain an idea of total indebtedness. Synchronized with this, there
must be a legislation asking all the debtors to give the same officer a
statement of their indebtedness and assets. Auny concealment of any debt
should be declared a penal offence. By the two legislative acts, a complete
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census of debts together with assets may be obtained. From an analysis of
these data, the number and character of hopelessly indebted can easily
be found out. 1t should be the duty of the officer to prepare a list of
insolvent or hopelessly indebted debtors. Within a month of the publication
of this list, the debtors must be obliged to appear before the insolvency
court. They should be declared insolvent and their assets except the
dwelling house, may be distributed pro rata among the various creditors.
On the whole, with this element of compulsion, about 25 per cent of the
debtors will be freed from debt as well as land. These debtors are
generally such inveterate borrowers and inefficient agriculturists that their
exit from the agricultural economy will not make it poorer : on the other
hand a clog in the wheel will have been got rid of. By this process, it is
estimated that about Rs. 30 crores of debt may be wiped out. This scheme
is sympathetic to the debtor in so far as it leaves his dwelling house with
him and it is so to the creditor because it saves him from the trouble of
going to court and spending much of his energy and money. . At the same
fime. the Government do not stand to lose. The only proplem is to reabsorb
the former debtor in some productive occupation for Whl'Ch development 9f
rural subsidiary industries is essential. The transformatlox? of the c}?ron}c
debtors into almost paupers might inflict individual .suffermg.s but this wx.ll
have to be done for vitalising agriculture. More will be said about their

re-employment in a later section.

206. Among the moderately indebted, it will be cor.xvenient to distin-
guish those who have mortgaged their lands with possession from the rest.
In the Punjab, there is an Act which enables the L'xsufructuary mortgagors
to get back their lands so mortgaged aft.er a period of ?5 years from the
mortgagees without any repayment of capital. Because it is deemed that
the creditor who is in full possession of the lan.d mortgaged would have
realized both interest charges and the capital originally lent. from the ann.ua]
income. In normal years, it has been calcula.ted that the income accruing
from the hypotheca in a period of 25 years will suffice to wipe out the debt
contracted on its security since creditors generally defnand and get such
high income-yielding property. If 25 years are requ.lred for the complete
clearance of debt of any usufructuary debt in normal tlmes., 15 years will be
enough now in view of the abnormal rise in prices of agricultural produce
during the last four years. In the majority of usufructuary mortgages, t.he
creditors are non-cultivating grain rent-receivers and the benefit of the rise
in prices has been fully derived by them. For example, suppose that a
creditor gets 50 maunds of paddy as rent from the land hypothecated to
him. In 1939, he would have sold it for Rs. 150 at the rate of Rs. 8 per
maund. After deducting the land revenue payment, say Rs. 15, he will get
a net income of Rs, 185. Since 1942, he will be selling the same .quantity
of paddy at Rs. 7-8-0 (assuming a rise of 150 per cent in the prices), for
Rs. 875. Less land revenue, he will get 2 net income of Rs, 860 which is
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more than 24 times the income he would have expected and obtained but
for the wartime boom. Thus in four years of high prices, he has secured
an additional income equivalent to six years’ normal income. Heuce the

period for the return of land to the mortgagor may pro tauto be reduced -

This argument, of course, does not apply to mortgagees who directly
cultivate the mortgaged laud, beause of the rise in costs of cultivation which
reduce substantially the margin of protit. Hence I recommend that, with
necessury exemptions for land cases similar to that just now mentioned,
legislation should be made requiring all the usufructuary mortgages to be
released after the lapse of 15 years. In that case, all the debts contracted
by means of executing usufructuary mortgages before 1931 will automatically
cancel themselves and by the end of 1050, also those executed as late as
1935, The outcome of this legislation will be the liquidation of a decent

proportion of the aggregate indebtedness. It may be estimated at about
Rs. 80 crores,

207. Debtors other than those who are not chronic aud have not
borrowed on usufructuary mortgages, will constitute a very large percent-
age of the total number and will owe the largest proportion of the total
rural debt. Immediate liquidation of their debts is a difficult problem, but
as has been already emphasized, difficulties are not to baffle the reformer
but are to be overcome by him. I recommend the following scheme for the
clearance of this category of debts. One outcome of the legislation proposed
in paragraph 205 will be that the special taluk officer will be in possession
of all cases of indebtedness within his jurisdiction and likewise the Govern-
ment, of all cases in the whole Province. All the debtors except those
classified as hopelessly indebted will have to be relieved of their debts,
Legislation should be made to enable the Rural Insolvency and Debt Courts
to make awards in these cases. The creditors may be given one of two
alternatives to choose for the cancellation of their claims ; they may, first,
be given the option of receiving land instead of cash in due discharge of
their loans and the land to be valued at current market rate by an impartial
tribunal of non-officials, set up one in each taluk. By this method the debtor
will be able to enjoy the benefit of rise in land values when he is relieved of
his debt. At the same time the creditor is not seriously affected because as
there is still unappeased land hunger he can sell away the land thus got if
he wants cash. The other alternative is to give the creditors bonds equal
in value to his loan bearing 8 per cent interest. These bonds may be
guaranteed by the State and made transferable, but not redeemable at any
time, on the pattern of the British Consols. When creditors need money,
they can sell these bonds in the Stock Exchange. In order to pay the
interest at the rate of 8 per cent, the State should collect from the indebted
agriculturists an amount equal to 8 per cent of their debts in perpetuity
together with land revenue. The incidental expenses, not likely to be large,
in converting the debts of individual agriculturists into bonds issued and
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be borne by the Government them-
ed by the Government may .
gl;a:;meNeceZsary steps to safeguard the rights of the Government to
Zel},eci this extra 8 per cent from the indebted farmers }nt'lst be taken,lzvle;n
ifothe debtors sell away their lands. The paymentl ofdthli x]rge;es:hs:gzbtores
the lands held by

t charge next only to land revenue on r
:}tlilgstime ofg the introduction of this scheme. The debtors servedh by this
scheme are only moderately indebted ; therefore the payment of three per

cent interest will not be a burden at all

208. Interest rate.—Before concluding t‘his section, 1 \‘msklxt to t;,nll;):lrfts-
size the necessity for lowering the rat: oi ;x:]t:‘ji?t or\x;fer:lca ol‘!,reinm;nts'
r short-term, to 3 per cent pe . . ert
:?t;th:;sltor;iszurces are paying only 2:% or 8 per cfex?t mtertest,lltt ;imcl))sé
inequitable to make the peasant ;:ay fao h;ihlinl'] cr;t:re(:l " n;tse:;iz .former‘ ;ybut
Cogtenf:;j: t:c;;ltetrgz lggﬁirngse?r:wthie: )c}};apter. loans granted to agricm}lturists
l\:::ller:ot turn out to be bad, calling for a higher percentage of. interest
as insurance against loss. By the r?gid rules framed fohr lfakclln,cig S:;;Ld_
giving loans and by making all transactions pass t-hrou.gh au]t orése . :rther
tions, loans will be made more sa.fe though' less in vo ur]n .Sixfom in,
the quantity of money in circulation, I}:Sthl:(:]:;?lzzdofn&zr geople .
i is more money 1 . T
- ll)?S:nSIi}s{ l};z::\l;st’o a’ftl:z: ii to agriculture for reh?bilitating it. As 'the risk
P rer ition 1 would say that other avenues of investment must either be
ot ‘Ogde less attractive. This can be effected only if the Central
o mt fixed ceilings to dividends on industrial investments.. Tl}e
Govefflme" ent times, accentuated during war years, is a gradual decline in
'tl'end ltn ri(e: The b,ank rate has fallen; the rate of interest qn current
g"e;esistsr:;ni;rersally has almost reached zero and on fixed deposits _2 or 2%
o t. It is, therefore, in the fitness of things that the rate of interest
b cenl' ta’ken by the rural masses should also be brought down. to the
on 20 b:)airrt?n in other spheres. The experience gained in war time of
level‘ ; ﬁa ci the handmaid of public policy, should not be lost or throu{n
ma:;ni%x ;::cetime, for, a continuation of this attitude towards money will
aw

be productive of immense social benefit.

1 ‘Jization.—Indian agriculture is as much a gamble in
, 209. . PI;‘;C:SZiz’sl_l’MEtZ: the most efgcient agricultu:ist will meet with
pree . l'n fall below all reasonable expectations. In recent years a
loss prlges of governments have introduced numerous measures dc.es:lgned
large number riciltural production by encouraging some crops, limiting or
to m.ﬂu'ence :lhgers and sometimes prohibiting fresh plantatfons, and to orga;
r?strl‘ii:;:i :e o ax:kets more efficiently by storing or holding up of crops.
nize

s i it and Insurance-—page 3.
- % Report on systems of Agricultural Credit an g
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But none of them, singly or in combination, can ward off losses if measures
for the prevention of violent fluctuation in prices are not taken. Such
measures must provide for spreading sales over a period of time and also
for the fixing of the prices of agricultural produce. In agriculture, more
than in any other industry, prices are susceptible to frequent and disastrous
changes, for the demand for agricultural commaodities is inelastic whereas
production is very variable on account of seasonal and other influences. “ A
cycle of rising prices and expanding production is followed by falling prices
and contracting production, carrying in its train many costly miscalculations
and avoidable losses.” Adjustment of supply and demand is a very difficult
matter in agriculture, which will be further aggravated if imports and
exports are {reely allowed. Lack of an efficient marketing system will also
disturb prices. Insurance against price changes, therefore, is the cardinal
need of agriculture. Price stabilization is decisively the only remedy.
‘The problem of price control bristles with many difficulties.  The interests
of the consumers, the reasonable margin of profit, the varying costs of
cultivation in various regions, the relationship between prices of agricultural
produce and other manufactur.d goods ordinarily consumed by the farmers
and the level of prices obtaining in other provinces and countries are some
of the main points for serious consideration in any scheme of price stabili-
zation. It is much too complex a problem for exhaustive treatment here.
Already a sub-committee appointed by the Government of India is examining
this problem. So, I will content myself with some general observations on
the broad policy to be adopted to stabilize prices. Without a reference to
the high wartime prices, no solution will prove to be satisfactory. The rise
in wages and the costs of cultivation, the absence of imports and failure of
harvests due to natural calamities will have to be taken into account before
a consideration of the level at which prices may be pegged. Fixing the
prices of individual grains is doomed to be a failure. Price stabilization
should cover all kinds of agricultural produce. The price structure thus
constructed must not be at great variance with that prevailing in an
adjacent province, State or country with which there is unrestricted trade
It is a moot question whether prices should be fixed or statutory ceili 5
and floors should be maintained. Prices cannot be fixed pem);ane tl;g.
revision of prices will be necessary. It must be decided whethe n _y ;
should take place annually or at longer intervals. After examinin ) rl(;vtl:on
aspects, I feel that price stabilization must be the functiox; of thge aC tesei
Government, which must regulate imports and exports by means of t e.r;fra
quota system with a view to maintaining the prices at the pre-det i 0(1;
level. Parity of prices of various commodities must nci be e_rr;““g ¢
disturbed. Prices should be revised once in three years with the V:O e? lcyi‘
objective of assuring reasonable profit to the agriculturists and stw ot

production of the various crops, food and non-food, in the desired di eetx‘mg
Prices of agricultural commodities may be fixed at 100 per cent olfrf:al;;.

’
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at 125 per cent, of all agricultural requisites and consumption goods at 50
per cent above the respective pre-war levels.

210. Prices of agricultural produce have a direct bearing on land
values. Sale of lands at fancy or speculative prices must be sternly
discouraged. Stable prices of agricultural produce will help but not assure
the stabilization of land values. Very high prices of lands are harmful both
to agriculture and other industries, for, investment will be diverted into
barren fields. Further abnormal rise in land values artificially inflates the
credit of agriculturists enabling them to borrow more. Purchase of lands
at exorbitant prices has become the pastime of the new rich ; people who
have piled up wealth in commerce and industry buy lands without any idea
of taking to cultivation. Speculative prices should be controlled and
methods must be evolved to appropriate to the State profits of unwarranted
rise in the price of land.

The Co-operators’ Book Depot
9, BAKEHOUSE LANE, FORT, BOMBAY.
(ESTABLISHED IN 1935)
SPECIALISING IN
Books on Economics and Sociology, Co-operation
and Rural Development, Banking and Finance,
Accountancy and Auditing, Commerce and allied

‘subjects,

FAIR PRICES, LATEST EDITIONS,
PROMPT SERVICE.
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Circulars

I

Rc. 18408/46-A., Dated 9-1-1947.

Sub: C'o-operative Societies—Agricultural Credit movement --Reorganisa-
tion—formation of ** Rural Banks ”—proposals.

Agricultural co-operative credit societies, which have been in existence
for Tleafly forty years, have been providing credit to the agriculturists for
cultl.vatlon, payment of kist, domestic expenses and for other purposes.
The1.r working has undoubtedly brought about a general reduction in the
let?dxng rates in the countryside and has afforded the small agriculturists a
§u1table agency for obtaining loans on reasonable terms and repaying them
in convcnier?t instalments. There is, however, a growing feeling that the
presept posntion of rural credit societies, as they are now constituted and
Hfunctlo'nmg, is not such as to inspire much hope that they can, in the
immediate future, be made to play a substantial part in financing agr;culture,
much less to become the sole supplier of such finance. It is a fact that
the. money-lender, whether agricultural or professional, still constitutes a
major source of rural credit. It is felt that the village credit societies have
not.been able to supply prompt aud timely credit to their members, that
their membership and business turnover is very small and that the'y are
not economic credit units. It is, therefore, urged that a reorganisation or
Fransformatlon on a broad basis of village credit societies into rural banks
is necessary. The intention is that the societies should be formed for a
group of villages and managed by competent paid staff and that they
should supply short-term and medium-term loans on personal surety
mortgage, produce and gold jewels as well as grant cash credits on tangiblé
securities. The idea is that the societies should function as rural banks
tap local deposits from well-to-do agricultural classes and open curren;
accounts. The objective is not only to eliminate the weaknesses in the
pres.ent village credit system, ensure cheap, efficient and prompt credit
service to the ryots but also to promote thrift and banking ha%its and
utilise the rural resources for rural progress. The Registrar considers that
an attempt should be made to work credit societies on the above lines in
select areas as an experiment so that if it succeeds,

the extension of the
system to other areas may be considered.

2. On 30-6-46 there were 10,884 rural credit societies in the Province
with a membership of 6.60 lakhs and a paid up share capital of Rs. 58.20
lakhs, The average membership and paid up share capital per s'oci.et
works out to 61 and Rs, 587 respectively. As regards business, all thesz
societies issued loans to the extent of Rs. 261.75 lakhs during 19’45-46 and
on 80-6-46, the total loans outstanding against members were Rs. 3828.56
lakhs, The average loan issued per member during the year ‘1945:46
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amounted to Rs. 125, the average loan outstanding per member was Rs. 50
and the averagc loan per indebted member was only Rs. 100. During the
same year 5,766 rural credit societies worked at a profit of Rs. 6.46 lakhs
while 4,631 societies worked at a loss of Rs. 12.69 lakhs. The average
profit per society was only Rs. 115, whereas the average loss was Rs. 274,
The percentage of the number of societies that worked at a loss to the total
number of societies works out to 48. It will thus be seen that membership
and paid up share capital of these societies are poor, the business turn-over
meagre and quite a large number of societies worked at a loss. Besides,
more than 2,000 societies have not borrowed from the central banks for
over 5 years. These point to the imperative need for a change or
modification of the credit system and that a new approach to the problem
is called for, if the rural co-operative credit movement should play a vital
role in the agricultural economy of the Province.

3. It has been often pointed out that the smallness of the size of the
rural credit societies, their inadequate turn-over and a lack of adequate
man-power to manage the societies are primarily responsible for their
present state of working. As at present, societies have jurisdiction
generally over one village, in some cases over two or more contiguous
villages. With their small membership, low turn-over and insufficient
margin, too inadequate to meet the cost of a full-time secretary or manager
etc., many of these societies have been working as uneconomic units. Most
of them depend on the supervisory staff to help them to carry on their
day-to-day administration, and the financing banks are unable to maintain
a large staff for intensive supervision and development of these societies.
Want of adequate supervising staff has also contributed to the present state
of affairs. Many central banks plead inability to appoint additional staff
for supervision as their supervision fund is not adequate for the purpose
and as already they have been making large contributions from their
general funds for the maintenance of the existing staff itself.

4. It is held that societies with wide jurisdiction and large member-
ship can command greater volume of business, attract local deposits and
provide facilities for quick disbursement of loans to members. With large
turn-over and consequently big income, such societies can afford to employ
the necessary paid staff. This proposal for the formation of bigger societies
finds support in the views expressed by the Madras Committee on
Co-operation (1989-40). That Committee has strongly recommended the
expansion of rural credit movement with the formation of bigger societies
and observed as follows : ~

“We do not think that the proposed organisation of village societies
on a wider basis will do such violence to the principles of proximity or
corporate life as has been apprehended. In most districts, villages are
situated close to one another and there is among them an intimate identity
of agricultural and economic interests, social bonds too, which throw them
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together. An area of three to five miles which we have suggested does
not for these reasons, offend the principle of proximity, ”

The All-India Co-operative Planning Committee (1946) has also
suggested the formation of bigger societies and the adoption of limited
liability in the areas where unlimited liability has not been much of a
success. Thus there has been a growing v slume of authoritative opinion in
favour of the formation of bigger societies. The Registrar considers that
it is time that a trial is given to this reorganised type of credit society-

5. Though there are provisions in the by-laws of existing rural
credit societies for the joint purchase of agricultural and domestic articles
and also for joint sale of produce, these provisions have been rarely
atilised. Recently, of course, several credit societies have undertaken the
distribution of foodgrains and other controlled commodities. But when
the controls are removed, the societies may relapse into the state in which
they were before. It is recognised that a credit society should be not
merely a supplier of credit but of other agricultural needs of the members,
such as, agricultural and other requisites. The Reserve Bank of India in
its Bulletin No. 2 entitled “Co-operative Village Banks” has observed that
if a village society serves merely as an agency for the supply of cheap
credit, it will not succeed in ameliorating the condition of the farmers to
any great extent because the dearness of credit is by no means the only
cause of their plight. The reorganised credit society should, therefore,
function in the long run as a multi-purpose society and aim at an all round
economic improvement of the agriculturists and embrace within its scope
the performance of as many nseful and remunerative functions as possible.

6. For what has been stated above, the main distinguishing features
of the proposed rural bank will be the following :—

(i) The area of operations will extend to villages within a radius of
$ to 5 miles covering about 20 to 25 villages.
(ii) It will provide the following credit facilities : —

(@) Short-term and medium-term loans on personal surety and
mortgage of immovable properties ;

(b)) Loans on the pledge of produce, jewels, and approved
securities ;

(¢) Cash credits on adequate securities, especially on continuing-
mortgage bonds.

(iii) It will have provision to accept deposits such as fixed savings
current, etc., and will tap local resources.

(iv) It will encourage thrift among members and even non-members
by introducing hundi box system, recurring or thrift deposits, etc.

(v) The management of the rural bank will vest in a board of
directors consisting of representatives of groups of villages. As the Board
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may be large, provision will be made for an Executive Committee. The
principle of nomination may be adopted in the first one or two years if this
is agreeable to the members.

(vi) It will have a paid secretary aud the necessary paid staff and
the office of the bank will be located in a suitable building with provision

tor a strong room, etc.,

(vii) It will encourage self-help, mutual help, thrift, punctuality
industry, honesty, etc., and undertake educational and propaganda work.

As regards the liability of members it may either be unlimited or
limited. This may be decided at the time of organising the rural banks
with reference to local conditions. If the promoters desire that it should
be on limited liability basis, there will be no objection to permit the
formation of societies on limited liability basis. ~As the officers are aware,
section 4 of the Madras Co-operative Societies Act requires that where the
majority of members are agriculturists, the credit society should be b'ased
on unlimited liability basis. Exemption will have therefore to be obtained
from Government under Section 60 of the Act for the rural banks to be in

any areas formed on limited liability basis.

In the second stage of development, provision will be mafde for .the
supply by the rural banks of agricultural, domf:stic and ir?dustnal require-
ments of their members and for the promotion of multi-purpose objects
touching the different aspects of agricultural economy. In the ﬁrst.two
years all efforts will be concentrated on the development of efficient,

prompt and satisfactory credit services.

It is expected that with the above objects and provisions, the proposed
new rural bank will be able to provide all kinds of credit facilities to the
villagers most promptly, arrange for the supply of tl.leif requirements and
also for the sale of their produce. For the present it is proposed to try
the scheme only in select centres in the districts and the results watched

before extending it to other areas.

7. The Registrar desires to put the scheme into effect as early as
possible in select centres in each district. Two select areas—one wet and
one dry—in each district may be taken up for trying the experiment.
The area selected should be compact with sufficient number of villages and
should have the necessary facilities to ensure successful working. In the
selection of centres, great care is necessary. Officers should consult the
Central Banks concerned The Deputy Registrars should, for this purpose,
conduct all preliminary enquiries personally and organisation may be taken
up at once if the Deputy Registrars are satisfied with the possibilities of the
successful working of the banks in the centres chosen. The registration
of the rural banks should be done, however, after obtaining the Registrar's
previous permission. While submitting the organisation proposals, the
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Deputy Registrars should among other matters furnish the followiny
particulars : —

(i) Name of the centre (wet and dry) separately.

(if) Number of villages proposed to be included in the area and the
maximum distance of the villages from the proposed headquarters of the
society.

(iti) Number of miles of radius within which the society will operate.

(iv) The name of the headquarters of the bank.

(v) Is there a co-operative society already in the place and how is
it working ¢

(vi) Number of village societies now working in the villages proposed
to be included and how they work.

(vii) Transport facilities in the area selected.
(viii) Facilities for bnildings to locate the bank and also godowns
(places having rural godowns-cum-village halls may be selected).

(ixj Approximate amount of money required for 50 per cent of the
agriculturists in the area of operations of the propnsed society.

(x) Avilability of local resources such as deposits, etc.,

(xi) Whether local educated persons are available for appointment
as paid staff.

(xii) Availability of proper men to manage the society.
{xiii} Area under cultivation.
(xiv) Nature of crops in the area.
(xv) Probable turn-over of loan business.
(xvi) Nature of activities besides credit, which can be expected to be
undertaken by the society in due course.

8. The model by-laws or rural credit societies with suitable modifi-
cations may be adopted for the proposed rural banks. A suitable model
copy is being drawn up and will be communicated separately. The
authorised share capital may be fixed at not less than Rs. one lakh and the
‘Rural Bank’ should be assured of a minimum paid up share capital of at
least Rs. 25,000 at the start. Regarding liability of members, it may be on
unlimited liability basis in accordance with the provisions of section 4 (ii)
of the Madras Co-operative Societies Act. However, if the promoters
desire to have limited liability relaxation of the condition in section 4 (ii)
will have to be obtained from Government. This will be done on receipt
of organisation proposals. The Deputy Registrars are requested to take
up the matter at once, proceed with the necessary enquiries and organisa-
tion and submit proposals by 15-2-47. The Registrar desires that * Rural
Banks’ should be started quickly and expects that the officers will take a
lively interest in the experiment and ensure the sound working of the
proposed banks so that they may be a guide to many such banks that
be started in the future, they should serve large sections of the agricult
community and confer the greatest possible benefit on them.

——
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1
D. 18428/46-S1. Dated 30-1-1947.

Sub: Primary stores—Amalgamation of smaller primaries in a contiguous
area into a larger unit for ensuring efficient retail distribution—

Resolution No. 21 of the Business Conference.

A large number of primary stores, especially rural stores, fu.nction mor.e
or less as ad hoc bodies for the distribution of controlled articles. It is
obvious that unless they are considerably strengthened, many of them are
likely to face mortality with the return of normal competitlve. trade condi=
tions. The Registrar has, therefore, been repeatedly urging that the
efforts of all departmental officers and the non-official co-operators should
be directed towards an examination of the factors which hinder the stability
of the stores and concert measures to pull up the weak stores. One of the
methods suggested for strengthening the weak stores which are still
undeveloped, is their amalgamation into large and economic units. Some
of these stores, though financially not bad, have not developed their
business to such sufficiently reasonable level as to pay their way. It may
be that the area of their operations is too small or the number of families
in their jurisdiction is very limited or there are no suitable persons to
manage the stores; or the stores has no proper building at a central or
convenient place. If small stores which suffer from any or all of these
handicaps are, by a process of amalgamation, welded into a strong business
unit, they may have reasonable chances of survival or success in the normal
times. This is a possible alternative to their voluntary or statutory
liquidation.

2. Again, there are stores with very poor share capital ; their share
capital structure needs to be strengthened.

The following table indicates the share capital position of the
primaries that have reached the minimum share capital prescribed by the

Registrar :—
g No. of stores that have

Type of Stores. Amount fixed. reached the minimum
as on 30-6-1946.
Urban Stores Rs. 10,000 56
Semi-Urban stores w 5,000 147
Rural stores » 2,500 486
639

It is clear that the remaining stores—which constitute about 50 per
cent of the total—have not reached the standard fixed. There are still 28
stores which have less than Rs. 1,000 share capital. It has often been
pointed out in the reviews that the weak stores should shake off their
indifference and take advantage of the present opportunities afforded them
through procurement, etc., and strengthen their share capital position. Only
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61 per cent of the rural stores, 43 per cent of the semi-urban stores and
27 per cent of the urban stores have reached the targets fixed for them.

The number of stores which have sustained loss are also increasing

year after year us may be evidenced from the comparative figures given
below *—

Year. No, of stores that sustained loss, Amount involved
1948-44 801 Rs. 28,949
1944-45 457 n o 3,82,517
1945-46 502 » 5,85,122

The causes for an increase in “loss societies” are not far to seek
The following among other things are the chief causes for losses :— '

(i) Heavy establishment and contingent charges;;

(ii) Huge or undue deficits or shortages in stocks ;
(ili) Limited business only in controlled commodities ;
(iv) Heavy depreciation and pilferage by dishonest stafi.

It has been noticed that even stores which made huge sales, sometimes
suffered losses. The need for an examination of the causes for such losses,
a curtailment of expenditure consistent with efficiency, a reduction in
deficits in stock by making the necessary godown repairs and exercising
proper control over the staff and recovery of value of undue deficits, from
persons responsible, etc., have repeatedly been impressed on the

son storeg
societies.

It is in respect of such weak stores the suggestion as to a
has been made. If, in spite of repeated efforts, it js found impossible to
pull them up, their amalgamation into strong business units may help them
to work economically and efficiently. It is difficult to lay down in an

general terms in what cases amalgamation is possible or desirable oy
whether or not it would achieve the desired objective. These are matterr
which have to be decided with due regard to loca] conditions. Amalga fi
tion may often prove beneficial and this alternative deserves conside% :I'Ia
before liquidation is thonght of. When through amalgamation ope ?:ﬁn
independent societies at a place disappears, a depot or branch oc; th:

amalgamated society may be opened at the pla
ce and i
managed. p nd - economically

malgamation

8. An average retail stores, it is estimated, w i
) ' » would require a minj
expenditure of Rs. 120 per month under establishment ; I,

To make the stores self-supporting, it is considered thy
turnover should be about Rs. 45,000, or Rs, 120
this standard it is obvious that many primaries,
surplus districts with poor turnover or restricted tr
commodities, have to go a long way to reach thij
amalgamation may be resorted to if distance,

and contingencies,
t the annual sales
per day. Judged from
especially those in the
ade in a few controlled
S target. . In such cases,
local opinion, possibilities of
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business efficiency and success, etc., favour it. It may lead to efficient
management with less cost. The difficulty, however, is to devise means of
effectively catering to the members of all the villages scattered over a wide
area. This can be done, as has just been indicated, by the amalgamated
stores opening depots or branches in all suitable villages and ensuring
adequate supervision and control over them. If the area is contiguous and
compact, the work should certainly be easy. Even if all circumstances are
in favour of amalgamation, local feeling and sentiment may be opposed to
it. It is hoped that such feelings will be subordinated to considerations of
business efficiency, and eventual extinction of such weak stores will not
be preferred to their survival in a strong amalgamated organisation.
Representation of all villages may be ensured in the board of management
of the amalgamated stores through suitable provision in its by-laws.

4. This subject (No. 21) was considered by the Business Conference
of the representatives of co-operative wholesale and select primary stores,
and the following resolution has been passed :—

Resolution No. 21 * The Conference accepts the principle of amalga-
mation in the circumstances described in the note and suggests that it may
may be given effect to wherever desirable and necessary.”’ (The circums-
tances have been described in the foregoing paragraphs.)

5, The Deputy Registrars are requested to try amalgamation of weak
8tores with neighbouring ones, wherever possible, before recommending
them for liquidation. This is one of the methods of the post-war consolida-
tion, stability and reorganisation of consumers’ co-operation in the Province,
The co-operative wholesale stores and the central banks may be consulted
in all such cases.

11
R. C. 588/47. ]. Dated, 27-1-1947,
Sub:—Primary Land Mortgage Banks—Model by-laws—amendment to
by-law No. 49. '
Read -—1. Registrar’s Circular No. B, 1. 4621/838, dated, 16-4-34.
2. " B. 1. 2280/34, dated, 27-4-84.

The model by-law No. 49, of the primary land mortgage banks, runs
as follows:

By-law No. 49 :—1f a borrower is in arrears in respect of any instal-
ment, the whole loan may, without any reference to the rate fixed for
payment of future instalments and at the option of the directors, become
recoverable. The board shall, however, exercise the option at once to
recover either the overdue instalment or the entire loan if the default con.
tinues for more than three months. If the board does not in such a case
choose to exercise the option of recovering the entire outstanding loan, but
is inclined, for satisfactorv reasons, to waive it, it may do so, provided it
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collects all arrear interest due from the borrower and obtains the previous
perqlission of the President, Central Land Mortgage Bank, and informs the
Registrar that such permission has been obtained. It shall also communi-
cate its decision to the mortgagor. In such a case it may file a suit or
proceed otherwise, as laid down in the Madras Co operative Land Mortgage
Banks Act, 1934, to recover instalments in default without suing for or
taking steps to recover the entire outstanding loan. The board shall not
exercise the option and waive the default and sue to recover the instalments

in default after the lapse of the period fixed in the bond for payment of the
entire loan. On all . . :
not exceeding 15 days. |

Where a loan is closed o . L
the Central Land Mortgage Bank and Registrar of Co-operative Societies.
In short; the bank cannot exercise its option to waive the closure of the
foan account unless and until the interest portion of the instalment that is
due has been recovered.

2. It has been represented that the condition imposed as regards the
recovery of interest has worked hardship on the borrowers because under
the system of repayment of equated instalments which includes both interest
and principal, the interest portion in the first ten years of a 200-year loan is
larger than the principal portion. It has been suggested that it would be
hard for the borrower to repay a larger portion of the instalment when he
is not in a position to do so and that the provision to recover the interest
portion may be deleted. The Board of Directors of the Central Land
Mortgage Bank which has been consulted, has agreed to the deletion of
the following provision in by-law No. 49 of the model by-laws of the primary
land mortgage banks i~

“ provided it collects all arrear interest due from the borrower and
obtains the previous permission of the President, Central Land Mortgage
Bank, and informs the Registrar that such permission has been obtained It
shall also communicate its decision to the mortgagor.” The Registrar
agrees with the Board of Directors of the Central Land Mortgage Bank and
commands the deletion of the provision by the primary land mortgage
banks,
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Working of Co-operative Societies
in regard to Procurement of Foodgrains in the Province
By the Registrar of Co-operative Societies, Madras

One of the several measures the Government of Madras have taken to
meet the difficult food situation in the Province, is the introduction of
intensive procurement, the object of which is to secure all the available
surplus foodgrains, from producers and to prevent their entering into
black markets and to check their being hoarded by the ryots themselves.
The procurement operations in the Malabar district are governed by the
Malabar Foodgrains Procurement Order and in the other districts by the
Madras Foodgrains Procurement Order-

Under the scheme of intensive procurement of paddy and millets,
every person who, whether as landholder, occupier, tenant, sub-tenant or
lessee, or in any other capacity, cultivates any land with paddy or with
millets, viz., cholam, cumbu, ragi, korra, samai, varagu, or who receives any
portion of such paddy or millets as rent or interest or repayment of loans in
kind is required to sell the surplus foodgrains, after retaining the necessary
stock of foodgrains to meet his domestic consumption and agricultural
needs, to the Collector of the district or to an agent appointed and notified
by him in this behalf. The Revenue authorities fix the levy on the basis of
village accounts, i.e., the quantity of surplus produce to be tendered by each
ryot, the ryots are precluded from selling surplus produce to anyone
except the authorised procuring agent. If the surplus is not voluntarily
surrendered, recourse is had to the requisitioning of stocks. In arriving at
the surplus of a ryot the following factors are taken into account :—

(i) Consumption by the cultivator and his family at the rate of 1 Ib.
per day per head ;
(i) payment of rent or interest in kind ;
(iii) advances to the tenant for agricultural expenses where it is

usual to make such advances,
(iv) payment to a village artican or other person entitled to receive

it as customary remuneration ; and
(v) seeds for cultivation and wages to labourers employed,

A scale for the allowances to be made for seeds and wages is deter-
mined according to local conditions by the Collector in consultation with
the Agricultural Department and is communicated to the subordinate
officers for guidance. Where persons cultivate lands in more than one
village, they are required to file a declaration of the areas under food crops
cultivated by them or on which they receive rent and the village from
which they wish their requirements to be deducted in computing the

surplus,
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Preparation of Demand lists :—After an enumeration of acreage culti-
vated by each ryot with food crops and an estimate of the yield therefrom,
the Revenue officials deduct the requirements of each cultivator and arrivé
at the surplus of foodgrains which he should sell to the aunthorised procuring
agents. A list of such ryots with the quantity of surplus foodgrains avail-
able with them is then drawn up according to villages and copies of the
lists are supplied to the procuring agents for collecting the foodgrains.

Delivery of surplus foodgrains :—The surplus foodgrains are required
to be delivered by the producers to the agent appointed by the Collector
in the village and at prices notified by him on or before a prescribed date.
The authorised agents--whether they are Co-operative institutions or
private individuals - purchase the surplus according to village demand lists.
Producers can also sell foodgrains to the agent even in the absence of
demand lists and the quantities so delivered will be deducted from the
surplus that has to be procured from them according to the demand li;ts.
The surplus is purchased from smaller cultivator scon after the harvest

and from bigger ryots in instalments not exceeding three but not later than
six months after the harvest.

Fixation of prices and release of stocks:—Village site prices of paddy
and millets are fixed by the Collectors. They ace either paid on the spot
by the purchasing agents or obtain payment from the sub-treasuries on
production of the d=livery note duly receipted by the procuring age;lt or
sub-agent. Similarly, wholesale issue prices are also fixed by the Collectors
under instructions from the Commissioner of Civil Supplies after taking into
account the reasonable incidental charges and allowing a margin of profit
to the procuring agent or the wholesaler. The procuring agents get the
paddy milled, store it in godowns and release them under instructions from
the Revenue authorities to the retail ration shops for distribution to the
public. The Collector and the District Supply Officer can move the stocks
from one taluk to another according to local needs. In respect of surplu
districts the stocks of foodgrains in excess of the requirements of e;;c;
village are procured by an authorised agent for purpose of export to deficit
districts under instructions from the Revenue authorities.

Role of Co-operative institutions in the sche ‘ ;
of foodgrains :—Co-operative stores—-both prir’::r;fa:ze:lvsht;)leef:fcwe’l’:'ml:
have been playing their part in the equitable distribution ':—;’;’ ic
controlled and essential commodities under the schemes of t(t) t "y ans
informa! rationing, have been reorganised as agencies for rf)?uu e and{
iooiigfams also. While ensuring the interests of consumerls) C l‘ement-o
societies also look to the interests of producers by using fai’r 0"9P;rat1ve
measures refraining from unauthorised deduction and ma:’lengl ts E;ld
generally characterise private trade in foodgrains, During the C ools, taat
year ended 80-6-46 fifty-seven primary or retail Co-operative o-toper;hve
been entrusted with procurement of paddy and rice and they have ;plr::d i‘(‘),;
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depots for the purpose, while 49 stores undertook procurement of millets
and opened 82 depots for the collection of foodgrains. The following table
shows the extent of their procurement work during the year 1945-46 :—

Value of stock Value of stock Value of stock

procured during  released during on hand at the

the year the year end of the year

Rs. (in lakhs) Rs. (in lakhs) Rs. (in lakhs)
Rice and paddy 20.66 15.15 10.46
Millets 7.36 7.02 0.43
Total ... 28.02 20,15 10.89

These figures are exclusive of those relating to the procurement
operations of the District wholesale stores, co-operative sale or marketing
societies, marketing federations and other types of societies entrusted with
procurement work. Thirty-eight of the primary stores: which carried on
procurement work worked at a gross profit of Rs. 8.68 lakhs and a net
profit of Rs 2.40 lakhs. The value of foodgrains procured by co-operative
marketing federations during the year was Rs. 7.55 lakhs,

Of the 21 district co-operative wholesale stores in the province, 15
wholesale stores have been entrusted with procurement work in their
respective districts. The South Kanara District Co-operative Wholesale
Stores, Mangalore, enjoys the unique honour of being the first wholesale
co-operative organization to be entrusted with monopoly procurement of
foodgrain in the entire district of S. Kanara. It has been appointed as the
sale procurement agency for the entire district for three successive seasons.
Two other C. W. S. which have recently been entrusted with districtwide
procurement are the Tinnevelly District C. W. S, and the Vizianagaram
Central Co-operative Stores (in the Vizagapatam district.) The value of food-
grains procured by all C. W.§ during the year was Rs. 280.41 lakhs and
stocks worth Rs. 280.24 lakhs were released by them on the authorization
of the Collecters concerned. The services of primary or retail co-operative
stores and credit societies are being utilised along with those of approved
private dealers for retail distribution of both the imported and procured
foodgrains to the public. To facilitate procurement operations these C.W.S.
have established 428 depots or reception depots for storage of foodgrains
procured by them.

Duties and responsibilities of co-operative socteties which undertake
procurement :—Every co-operative institution entrusted with procurement
work is required to execute an agreement in the prescribed form in favour
of the Collector binding itself to observe the following conditions :—

(i) to purchase all the notified foodgrains that are available in the
area allotted to it at the rates to be prescribed from time to time by the
Commissioner of Civil Supplies or an officer authorised by him in this
behalf ; i

445



THE MADRAS JOURNAL OF C0-OPERATION

(ii) to store the notified foodgrains purchased bv it in proper
godowns and to be responsible for their safe custody. '

(i) to sell the notified foodgrains to the persons to whom it is direct-
ed to sell at such rates as may be determined from time to time :

(iv) to make a deposit with the Collector at the rate of Rs. 250 for
each depot opened subject to a inaximum of Rs. 1,000 if there are more
depots than one ; and

(v) to forego the whole or a portion of the deposit for any breach by
it or by any person acting on its behalf or failure on its part to comply with
or to secure compliance with the abovementioned conditions, regulations
and duties prescribed from time to time under the Madras Foodgrain;
Procurement Order. (While private merchants entrusted with ;’u‘ocuremcn;
work are required to make a security deposit upto a2 maximum of
Rs. 5,000 the maximum amount to be deposited by co-operative institutions
has been reduced to Rs. 1,000. The agreement to be executed is exempt
from stamp duty).

It is hardly necessary to state that procurement is a more difficult and
responsible job than either importing of foodgrains or distribation The
task of collecting foodgrains opening reception depots, or sub-de}‘;ots in
production centres, paying the ryot on the spot, getting the paddy hulled
into rice and stored in central godowns and transported to centres of
consumption acccording to the directions of the Civil Supply authorit’o
etc., are some of the difficult operations connected with procurement tllest,
would tax the resources of even well-established concerns, That th 1‘3
operatives, managed as they are, by honorary workers most of teh g
amateurs in business, have, at short notice, come forward to undertake eml;
onﬁrous responsibilities is a testimony to their spirit of service and :::ir
willingness to assist the authorities i i
pmVifce. thorities in solving the food problems facing the

Milling operations and storage :—The paddy procured by co-operati
institutions appointed as procurement agencies has to be got h;xcl)lp Zla.t tve
rice before it is released to retail ration shops for distributio et e
public. Except in South Kanara where the conversion of padd n' to t-he
is carried on as a large scale cottage industry in the countr s?d;n odn}c1e
landholders usually deliver rice, the producers in the otylyler ;nt t .
generally deliver paddy to the agents The co-operative inst'tlst'rICtS
arrange for milling by hiring rice mills which they have so far been1 l;)llons
secure by negotiations without the intervention or requisition by Cona e to
The milled rice is then stored in godowns located at important ¢ ethrs.
centres in the districts selected in consultation with the Revenue at?tlllmsm'n‘mg
In certain rural areas, paddy as such is distributed to the prities
there the need for hiring mills does not arise. consumer and
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Transport :—Transport of foodgrains is a ditficult problem. Many of
the centres are not connected by rail, and even where they are served by
the railways, the congestion of traffic is too heavy to permit quick move-
ment of foodgrains within the district. The co-operative institutions have
therefore to rely on road transport. Some of the co-operative wholesale
stores own lorries. Some others have entered into contracts with local
motor transport companies for the movement of rice. For short-distance

transport, bullock carts are used.

Finance i—It will be obvious that large funds are required by co-
operative societies which have undertaken schemes of intensive procure-
ment. In all cases the institutions are being linanced by local District
Co-operative Central Banks which, in their turn, borrow from the
Madras Provincial Co-operative Bank, whenever needed. The credit
limits of the societies have been temporarily relaxed by the Registrar
and they have, subject to certain business safeguards, been permitted
to borrow in excess of the normal credit limit of eight times the owned
capital in respect of primary stores and ten times the owned capital
in respect of District Co-operative Wholesale Stores. Co-operative Whole-
sale Stores have made special efforts to build up their share capital with
a view to enhance their normal credit limit. This will be evident from the
fact that their paid-up share capital on 30-6-46 amounted to Rs. 29.18
lakhs as against Rs. 16.49 lakhs on 30-6-44. The usual maximum credit
limit of District Co-operative Central Banks is ten times their owned capital
(share capital plus reserve fund). In order to enable the banks to
adequately finance the co-operative agencies which have undertaken food
procurement and distribution, the Government have, as a temporary measure,
empowered the Registrar to raise this limit to twenty times, and in all
necessary cases, the Registrar has been enhancing the limit.

Staff:— Co-operative organisations have necessarily to employ a large
staff of agents at reception centres, godown-keepers, clerk, accountants
and special supervisors for work connected with procurement. There are
Co-operative Sub-Registrars already working as Secretaries or Managers
in almost all the District Co-operative Wholesale Stores and they carry on
the work with the help of additional non-official staff. The audit ot
accounts relating to procurement presents a problem and one auditor is
often unable to cope with the work. Some of the co-operative wholesale
stores have therefore taken more than one auditor. The South Kanara
Co-operative Wholesale Stores, for instance, employs a team of 10 audit
inspectors for the concurrent audit of the accounts of its Head Office and

150 reception depots.

General :—With a view to render the food administration more
effective and to associate non-officials with the work, Government have,
early in June 1946, ordered the constitution of Village, Taluk and District
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Committees in every district. They are entrusted with administrative
functions connected with procurement operations, such as scrutiny of
demand lists, checking the strength of families, issue of ration cards, etc;
they are expected to get the actual procurement work done through

co-operative organisations wherever they exist and are willing to undertake
it or wherever they can be organized.

In other places private agencies
are employed.

As the Government were keen on speeding up and intensifying arrange-

ments for procurement of all available foodgrains and as the need for .

co-operative agencies to undertake the work was felt, co-operative sale or
marketing societies, co-operative agricultural improvements societies and

co-operative credit societies have also been allowed to take up the work
after suitably amending their by-laws.

Village co-opcrative credit societies have been permitted to undertake
procurement only for local cousumption, and being based on unlimited
liability they are allowed to invest money in such business to the extent of
their paid up share capital plus reserve fund.

In Malabar, over 100 producers-cum-consumers’ societies consisting
of both producers and consumers have been started for purposes of procure-
ment and distribution of foodgrains. Therc is great enthusiasm for these
societies and they have, within a short period of 8 months, collected more
than Rs. 40 lakhs as share capital. It is proposed to entrust the distri-
bution of both procured and imported foodgrains to these societies besides
the distribution of other controlled articles such as steel and iron, cloth,
sugar, kerosene, etc. Government have very recently directed the formation
of 200 similar societies in the four Circar districts of East Godavari, West
Godavari, Kistna and Guntur. These schemes are being worked by the

District Food Reorganisation Officers with the assistance of a special staff
sanctioned for the purpose.

The Madras Co-operative Milk Supply Union, Ltd,

Organised for the twin purpose of procuring pure and wholesome mitk
for the citizens of Madras and of providing a suitable subsidiary occupation
for the agriculturists of the surrounding villages, the Madras Co-operative

Milk Supply Union and its feeder societies were started by the end of 1927 .

With but 18 feeder societies as its suppliers and a paid up capital of
Rs. 242 to start with, the beginning was quite humble for the union, now

reputed to be the biggest venture of the kind in India with its annual sales
exceeding Rs. 80 lakhs.

2. Inspite of all the careful nursing and frugal management, the
results of the first few years were most discouraging. The first balance
sheet covering the period up to 81-8-1828 showed that, having transacted
business to the aggregate of about 20,000 Madras measures the union had
incurred a loss of Rs. 1,800. Another year of good business till increased

448

WORKING OF CO-0PERATIVE SOCIETIKS

the loss to Rs. 9,100 although the union had c.ommanded sales to éhe‘eth;et
of 1.64 lakhs Madras measures. The transactions nearly doubled Tttllrmlg the
third year and with it, the losses went further ap to Rs. 9,451(1). ‘ the A :;ual
were partly recouped during the nextl two years. 1t wf;:st edSl:_(he pnnua)
balance sheet as on $1-8-1933 that.dlsclosed a net pro f: ::nt' share.
holders received a dividend on their investments for the first tume,

on a small scale was also distributed to the producers .

3. The heavy losses which the union .suffered du.ring th'e eatrlii; ye%:s’
't ibutable to the heavy cost involved in transporting m-xlk o the city.
e a problem. The union purchased two lorries by taking a
Lranspor. ‘tNIasan oprs. 15,000 but their cost of running and lTlaintenance
o ﬁtoblc as the quantity handled was small. The union had also
e N D eai st several odds and its march of progress was consequently
0 contenl? agi‘md ainful. There was the inveterate oppositiqn from the
slow, h.a lting t:“in ?he city—the professional and hereditary m‘ﬂkmen who
vested mteres‘ll'terate and unscrupulous in their ways. In the vxllage.s, there
e bial lethargy and conversatism of the agriculturists. It
was e prO\fell; 'u:ount of patience and persuasive skill on the part of the
needed 50 ?md t‘o get them take to this new occupation and, what was
early Ofgamsers make them bring all the animals to a common Yard am':i
mf)re difheut tot'mely hours of the day and the night under prope'r supervi-
n}llk them at u7 ‘utation of the union for the quality of the mx.lk.can be
sion. [fdtt:e arne;) single factor, it is this practice ctf common-milking un-
zr‘:e:::rl:t“il:)egly (::nforced from the very start in every society.

. i remotest societies brought their animnals to the
4. [‘::dn:;r:\x::i 1;‘ :hnel and 8 a.m. and again between 2 p.m. and
common ¥ ¢ timely supplies to the city. They had to be very scrupu-
3 p.m. to enst}; in this matter all the days of the year, in fair and foul
lous and unfai mgb ious trouble involved in taking the animals to the yard
weather. Th'e 1? :nd deadly hours of the night deterred many a villager
during 'th'e dt‘:e organisation. They would not submit themselves to this
frofn ]0‘-nlng nience for love of money. Only those who were willing to
e mcom:;)"scomforts contributed to the steady growth of the business,
suffer all the L wever, made easy for all of them, after a lapse of nearly
Matters wef, ?he inst,allation of the pasteurisation and cold storage plant
}2 years, wb:‘e‘d the union to revise the timing for the milking of the
in .1939 enf;‘ he animals are NOW milked between 6 and 7 a.m. and again
animals. ‘;9‘7 m..—normal and convenient hours for the villagers.
between 6 a?nentspc;f ;ﬁlk reach the factory at 10 a.m. and 10 p.m. respec-
The conZe? risation is over within an hour or two thereafter and the
ti\{ely.. Pastﬂ“_1 r delivery to the customers far in advance of the usual hours
_rn,ﬂk is ready vc\)lhat is cooled and treated and put in cold storage in the fore-
of den.lag?s'tributed in the afternoon and, similarly, the night's stock is uged
noon 1is
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the next morning. Any unsaleable surplus is carried over inaking nse of

the cold storage for preservation.

5. The union suffered also from the consequence of defection by
some of its members during the early years. The union volunteered to
supply milk to the city, State hospitals, in an atlempt to secure bulk and
steady customers. Milkmen in the city were organised into societies fot
the purpose, as nothing but fresh milk drawn in the presence of the hospital
staff would be accepted by them. These milkmen were loyal to the union
for a time ; but they staged a strike all on a sudden, won over by private
contractors who viewed the entry of the union into the feld as a serious
menace to their interests. The reputation of the union was thereby affected
for a time and it had also to pay heavy compensation to the Gnvernment
for the failure to supply the milk, constituting a breach of contract. The
milkmen realised their folly soon and rallied round the union once again.
They have been faithful ever since and, as a result, the position of the union
as supplier to the State hospitals is rather unassailable now. It is the sole
contractor for all the 9 hospitals in the city. There have been no other
competitors at all or the rates quoted by them have not been acceptable
compared with those of the union. Before the advent of the union, the
hospitals were paying for their supplies 3 to 4 annas per Madras measure
more than the prevailing market rates ; they are now paying just the market
rates and, what is more important, the quality of milk supplied has been
incomparably superior.

. After many shifts from place to place, first in Triplicane, and then
in George Town, with reference to its expanding volume of business, the
union decided finally on securing an accommodation of its own. [t acquired
at Ayanavaram, till recently an outskirt of the city, a plot of about 7 acres
of land by outright purchase and a contiguous plot of about 4 acres was
taken on lease. It put up the necessary buildings, consisting of a block for
use as its office, another for the installation of the plant and machinery and
a third for stoving cattlefeed, besides cattle sheds in 3 rows, and extensive
milking platform and other minor constructions. An ojl engine, an
ammonia compressor set, a vertical steam boiler, a pasteurising plant and
a cold storage room with insulated walls form the factory for the treatment
and preservation of milk. 'The cost of the plant and machinery including
freight charges irom Engiland and installation €xpenses amounted to nearly
Rs. 57,000. The total investment of the union in plant, machinery, build-
ings, lands and other equipments aggrc_:gated to about Rs. 1 lakh according
to pre-war estimates. The pasteurisation p.]ant was the most improved type
of plant then available, the first of the kind to be set up in India. Since
the installation of the plant, the union invariably pasteurises all the milk
collected from the mofussil areas before distributing it to the general public,
the hospitals, etc. Milk drawn within the city is usually disposed of as raw
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milk. The union has since attracted hundreds ol visitors hom India and
abroad, and it has been the pride of the Movement in the province.

7. The erection of the plant and the commencement of the supply
of pasteurised milk formed a land mark in the history of the union. The
production of milk within the city and outside increased fast thereafter
The total quantity of milk handled by the union during 1941-42 amoun‘ted
to 7 lakhs Madras measures. The union had also opene.d depots coyerxng
almost all the parts of the city. But, during the emcua?non of the city on
account of the threatened Japanese attack, that followe.d mnnedfatcly', a']l the
depots failed for want of customers and the production of‘ milk within the
city also fell for want of suppliers. At the instance of the Goverminent, the
union undertook to run an emergency scheme on a small sc‘alc for the pro-
duction of milk at Minjur by organising the few Madras milkmen who had
settled there temporarily.  The sclieme was closed do.wn recently, when the
Government felt that the emergency was over. In s;.ntc of all efforts on the
part of the union, the production was steadily falhng‘on accpunt of the
abnormal conditions that prevailed in the city and outside during the two

years, 1942-43. '

8. The reconstruction of the business was taken up vigorously early
in 1944, when the contract for supply of milk to the Military was offered to
the union. It undertook the contract availing itself of the facilities granted
for the purpose, viz., interest-free advances to the extent of .Rs. 2 lakhs,
free motor transport for carrying the milk from _the productlon. centrf:s,
supply of necessary containers, free accommodghou for the animals, in-
stallation of a heating plant, compensation against c.it?ath of cattle from
contagious disease, appointment of additional staff at Mlh.tary cost, etc. The
required quantity of 2,000 measures a day was soon l')l]l]t up. 'Ijhe supply
was commenced in March 1944 and was continued SthleilCtOl‘ll?’ till the end
of March 1946. The total quantity of milk supplied to the Military, for the
duration of the contract amounted to 58 lakbhs of lbs. valued at nearly
Rs. 18 lakhs. The quality of the milk supplied was uniformly far richer
than the standard prescribed in the contract. The percentage of fat in
the milk was normally more than 6 per cent, while, according to the con-
tract, the Military was entitled to get milk containing 4% r'»er cent fat. {xny
private supplier would have easily toned down the milk to the required
consistency ‘without the Military having any grounds for p.r-otcst.‘ The
union did not do so. The rich milk was passed on to the Military in the
purest form. T'he money value of the benefit that accrued to the Military
on this account was Rs. 1.5 lakhs on a mnodest estimate. The Military
officers had been taking samples frequently and testing them. They invari-
ably found the quality thoroughly acceptable. "l‘he following note of an
Inspecting officer of the Military will speak fqr itself :

21-10-1945. Morning.

L.R. Fat S.N.F. Total solids.
30. e 6.2 ... 888 15.08
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" This test which was done by e without the shightest notice of my
coming o this premises this time of the day speaks quite clearly of
the rigid system the Co-operative Milk Supply L'nion has organised
tnsafeguard the quality of milk from the time it was produced by
natural benefactor ' the cow ™ to the time 1t is consumed .by the
needy millions of the area.”

4. After the termunatior of the supply to the Militarv, the 2,000
measures per day was made available for free supply to the children of the
Corporation schools. The cost of the milk was paid for by the Government
and the distribution was entrusted to the Corporation. During the period
of the summer vacation, when the schools remained closed, the milk was
Riven over free to charitable institutions and poor houses approved by the
Government for distribution to their inmates. The supply of free milk to
the school children was discontinued by the Government from 1-5-1448.

10 The local Government sanctioned twc schemes last vear for the pro-
duction of more milk. one to meet the requirements of the general public,
and the other to provide free supply of milk to expectant and nursing
mothers and children of less than 2 years. Both these schemes are, however,
entrusted to the union for execution, aided by a special staff consisting of a
Deputy Registrar, 3 Co-operative Sub-Registrars and 22 inspectors. An
allotment of Rs. 5.40 lakhs as interest-free loan for the purchase of milch
animals, free veterinary aid, compensation against death of cattle from con-
tagious diseases are some of the important facilities provided for under the
schemes. As a result of the combined operation of these schemes, the total
daily production of milk under the control of the total increased to about
9,000 Madr.s meusures a day which is about one-fifth of the total require.
ments of the city. There has been a fall recently now on account of weather
conditions and ax a sequel to the prevalence of cattle disease in the city and
outskirts. It is hoped that the production will soon be stepped up to the
original level  Of the total production, nearlv two-thirds is drawn from the
mofussil areas and the remaining one-third from the city.

11.  Under the scheme for free supply of milk to expectant and nursing
mothers and children, generally referred to as “priority consumer’s scheme'’
the Government had ordered the distribution of 2,000 measures a day
through the Corporation child welfare centres. Commencing with a daily
supply of 250 measures on 1-.-1945, the Jquantity was gradually increased
by the union as and when the Corporation wanted an enhancement with
reference to the demands of the various centres. The maximum limit was
reached and the priority consumers were served through 40 centres scat-
tered over the whole citv. The total quantity supplied was however reduced
to 2,000 measures a day. when there was an acute scarcity of milk during
the hot months. The scheme, however, was terminated on 81-12-1948 by
Governmen:. A portion of the quantity was delivered to the Corporation
in the form of fresh drawn cow's milk. The Corporation made its own
arrangements tor getting this quantity heated.
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was a mixture of cows aud buffaloes’ milk delivered at the factory of the
union as pasteurised milk. The Corporation had its own motor transport
arrangements for carrying the milk to all the distribution centres. The res-
ponsibility of the union for the quality and (uuntity ceased with tt.le deli-
very of the milk at the production yard or at the factory. The milk was
transported thereirom in sealed cans acconpanied by Sanitary lnsPecturs.
The Lady Doctors in charge of the welfare centres were responsible fol
the actual distribution to the mothers and  children who called at the
centres at the appointed hours in the mornings and evenings.  Each of the
recipients was provided with a ration card for identification.  The mothers
were required to consume the milk on the spot in order to prgvcnl any
abuse of the milk. In the case of children, the milk was permitted to_bc
taken home, so that the children might be fed at suitable intervals during
the day or night. The quantity usually supplied to the adults was 12 ounces
and that for the children wis » ounces.

12. A number of new societies have been registered and started i{l the
mofussil and in the city in execution of the schemes referred to. Thc‘luggcr
societies amongst them are in charge of one Inspector e;?ch. Smaller
societies are grouped together in 2's and #s to provide .udlequatc
work for an inspector. The Union had on 81-10-46, 171 feeder societies and
individual members on its rolls and its paid up share capila.l had a@ouulcd
to Rs. 91.80%. Seven uf the societies arc situate within the _cx?y and
six others at the fringe of the city limits. The remaining SOC{C[ICS’EHC
mostly studded along the three principal roads leading l(? the city. The
Reserve Fund and the pasteurisation reserve of the union ;ynounted to
Rs. 25,050 and 81,339 respectively. The value of the milk handled
every month exceeded 2!, lukhs. |

13.  As already explained previously, insistence 1s placed on the n-u‘lk-
ing of all animals of a society at a common yard yl)del' the supervision
of a Government inspector or a supervisor .’lp[)?lﬂltd 'hy l'hc union 3"
order to provident adulteration at the source The .n.ulk is poolcfi in
sterilised cans and sealed in the presence of the supervising stfm. They
attach a slip to every can showing the qnulity. and qg:mmy of milk and the
stips ure signed by them iu token of the milk having t?cen dra_wn ;m(’
packed in their presence. The milk is transported to the f:\c(ory‘ in motot
lorries under the charge of a responsible clerk of the union. Every can
of milk is tested at the factory by qualified dairy experts b‘oth Afor adultera-
tion .nd aadity f{sour condition). Normally, the mllk. is p.xsstsj for
Jquality with reference to its specihc gravity as as‘fcrt;n.ncd by using a
lactometer. But a large number of samples are also chemically analysed
every day. as it 13 a more conclusive test.  Any consignment not up to .thc
standard is returned to the supplier or passed on to th}c by prod}J‘cts scc.uol‘n,
the supplier torfeiting the value thereof in full or l.n part. lhc.xml.k is
reweighed at the factory and the quantity as determined thereby is given
credit for in the accounts of the concerned supplier.
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f4. The dairy expert attached to the factory examines each consign-
ment before issue and gets the cans sealed in his presence. The cans are
thereaiter transported in motor vans to the various depots, where distri-
bution takes place. Sales are made at the depots for ca,sll or coupons,
Coupons are to be had in booklets of 60 leaves on prepayment of value.
The customers must go to the depots or send their servants to get their
milk during the hours of sale-—nsually from 6 to 7-30 a.m. or 4-80 to ¢ p.m.
The system of house to house delivery on cycles has also been introduced
in some areas. A monthly additional charge of Re. 1 is levied on every
customer who is so served. These arrangements for house delivery could
not be extended or perfected for want of the required facilities like bottles
and light vans.  The union is taking necessary steps to provide itself with
these requirements. The total number of depots now maintained is 4% and
ic number of cycle boys employed for house delivery is £0. One of the
inspectors on special duty is sent round to contact the house delivery
customers at frequent intervals and ascertain if the supplies are satisfactory
He draws samples from the cans of the delivery boys by surprise for veri.
fication if the quality agrees with that of the consignment supplied to then;
by the union. Similarly, two inspectors visit the depots by surprise to
ascertain if the clientele are satisfied and if the vendors are honest on their
ways.

15.  The Government did not control the price of cattlefeed. The prices
were soaring and the stocks were scarce, There was, therefore, a persistent
clamour from the producers for increasing the cost of milk to a correspond-
ing extent. With u view to afiord relief to these producers without putting
up the price for the consumers, proposals have been submitted to the
Government for subsidised distribution of cattlefeed. The members of the
milk supply societies submit themselves to u strict discipline in the mautter
of quality control and are paid a uniform rate throughout the year irres-
pective of seusonal demands and variations in production.

By way of assisting the members in securing their requirements of
fodder and concentrates, the union has opened a cattlefeed stores
Stocks are purchased at wholesale rates and are sold to the members ox;
credit at the cost price, charging a small commission to meet overhead
expenses. A committee of three members has been formed to ascertain the
needs and to arrange fof the purchases from time to time. The normal
turnover under this head ranges from Rs. 114 to 2 lakhs per annun.

16. Recently, the Government sanctioned the opening of three veterinary
first-aid posts to help the members in tending their sick animals promptly
and effectively. Those centres are located at convenient points, viz. Basin
Bridge, Ayanavaram and St. Thomas Mount, whereabouts large herds of
milch cattle are maintained by _the members, A veterinary attender with
practical experience is always in charge of each of these centres to attend
to all emergent cases. The District Veterinary Officer and the Veterinary
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Assistant Surgeon visit these centres at regular intervals to examine the
animals and arrange for treatment or advice, The cost of these posts,
including the salary of attenders, the expenditure on medicines and equip-
ments, is partly borne by the Madras Government and partly by the Madras
Milk Supply Union. The inconvenience and expenditure which they would
have been put to, if the animals had to be taken to other veterinary dispen-
saries in the absence of these centres are thereby saved, The milkmen
appreciate this service and the posts are becoming more and more popular.

17. The scheme for milk recording has been introduced in 6 societies
working in the city, A certain number of animals of well-defined breed,
such as Ongole and Sind, are selected for the purpose in each society.
Animals of non-descript types are also included if they are fairly heavy
yielders. The selection is done by the Government Dairy Expert in consulta-
tion with the Veterinary Assistant Surgeon. Three clerks on this duty
at the cost of the Government are in charge of two societies each  They
enter in the prescribed registers the daily yield of each of these selected
animals. Prizes are to be awarded to the owners of the animals that yield
the maximum quantity of milk during the period of one year from the com-
mencement of the scheme. If any of the animals go dry or are sold away
during the period of one year, new animals will be enrolled, to keep up the
total number. The number of animals, for which the milk recording is now
done is 120 for all the six societies. The scheme is in operation for nearly
ten months. Three prizes will be awarded in each society in the order of
merit, the value of prizes being Rs. 40, 80 and 20 It is hoped that with
this encouragement, the members will be induced to purchase and maintain
animals of really good breed.

I8. The Madras Milk Supply Union is an outstanding example of the
successful application of the co-operative method to the solution of the pro-
blems of milk supply. It is the biggest single organisation handling large
quantities of milk in the province. Itis estimated that the union has been
handling about one-fifth of the total requirements of the milk of the city. The
union has on hand schemes for the salvage of dry animals, construction of
cattle yards, at select centres, distribution of cattlefeed to the members and
is thus devoting attention not only to the supply of milk but to the improve-

ment of animal husbandry.
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