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TERMS OF REFERENCE. 

"The eng uiry entrusted tQ_ the COllJlllittce will 
embrace the present state of the co-operative movement 
in its various forms with reference not only to co-operative 
credit, but also to co-operative production, distribution 
and sale, as well as to house-building, insurance and other 
relatively less developed sides of co-operative activity. It 
will further comprise an investigation of the financial 
system generally, including the connection between the 
various parts of the co-operative organization and an 
examination of the working and future development of the 
Land Mortgage Bank; also the promotion of efficiency 
and convenience in such matters as propaganda, super
vision, control and management of institutions and the 
disposal of co-operative disputes. The Committee will be 
at liberty to deal with any other aspects of the movement 
which may seem to them to be of fundamental importance." 
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INTRODUCTION. 

CHAPTER I. 

GENERAL SURVEY. 

1. Policy and Aims of lIIovemellt. 

The co-operative movement in India had its origin 
in the nect'ssity to strengthen the economic condi
tion of the rural population. A sound system of rural 
credit, which could provide the necessary capita.l on easy 
terms both for fina.ncing the current needs of the agricul
turist and for wiping out the a.ccumulated burden of 
agrarian indebtedness, was a vital n6Cf\ssity. The aim, 
in particular, was to devise some meaus whereby cultiva
tors might9btain, without paying usurious rates of interest, 
and witbout being given undue facilities for incurring debt, 
the advances necessary for carrying on their business. 
T means souabt fo disc v in Co-o eration. 
It proVI as a method which aims at tbe ut! lZa. 10 of 
the combined credit of individuals by the aid of their 
intimate knowledge of one another's needs and capacities. 

As credit was and is still the most pressing need of 
the bulk of the people, the movement began with arrnnge
ments fOl' providing it. But the problems of rural credit1 
are not to be solved at a stroke by the provision of cheap 
and abunda.nt credit. Credit is not an end in itself, 
but a mea.ns. Its object must be productive, whether, 
by the creation of new values, or the economy of 
labour and capacity, or the rednction of waste, or even 
the iucreased capacity gl\ined through freedom from 
ae~umulated burdens. 

-2,0-operation has many other applicationlL.besides 
credit. It is " poLent mstrument for"agricultural and 
industrial progress, especially with proper organization 
and scientific and technical assistance a.nd advice. It 
opens up avenues to further and practically unlimited 
employment of capital, intelligence and pnterpri!le. ,The 
best part of its influenoe, moreover, is in the socia.ll11here. 
It is also higbly educative in its effects. Thllilit inc cates 
thrift, promotes saving habits and the spirit of self-help 
and corporate responsibility, and teaches the utility of 
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associated action for the sttainment of common needs. 
"The combination of the material. with the more or less 
intangible moral element constitutes an imp,ortant differ
ence between Co-operation and other remedies adopted for 
dealing with agricultural stagnation." 

The business of co-operative credit is recognized on 
all hands as admirable training for other forms of co
operation. It is the lack of such training and the absence 
of Ii knowledge of the principles of co-operation and of the 
essentials of rural credit that are the root cause of the 
unsuccessful working of so many Societies to-day. Over 
and above· all these advantages, co-operation affords 
endless opportunities and facilities for unselfish service for 
popular uplift. On the whole, therefore, co-operation, 
though it began mainly as an economic movement, has 
now become a very important factor in I;Ilateri:i.i progress 
and well-being. 

At the same time, that which was originally a move
ment initiated, and still to a large extent controlled, by 
official agency, cannot always remain in a state of nonage. 
The essence of the co-operative movement is that th-e
people shonld take the management of their own affairs 
into their own hands, and not be dependent on outside 
help either for finance or for management. And the main 
object of those charged with the education and training 
of co-operative workers is to teach the people how to 
become capable of assuming complete control of their own 
Societies. 

2. Co-operative Legislation in Mysore. 

The co-operative movement in the State dates from 
. 1905, when the Mysore Co-operative Societies' Regulation 
was passed to meet an actual demand. The Wea.ers of 
DodbaUapur desired to form a co-operative Society on 

. the suggestion of the then Inspector-General of Education. 
At the same time a l'epresentation was received from a 
provisional Committee of gentlemen in the Bangalore City, 
who wished to form a. society with limited liability to be 
ca.lled "_The Bangalore City Co-operative Society." 

The petition of this Committee stated that the objects of the 
Society would be-

.. (1) to encourage habits oC thrift and providence among its 
members; 

(9) to provide loans for its members for the development of 
their business or the needs of their household; 
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(3) to purchase for the corom';u account food-stllft's ~Dd other 
requisites, and to arrange for their .",tail sale to members ; 

(4) to adva.nce out of the funds of the Society, when prooticable, 
money tb .. t may be needed by .. member to purchase .. bOllse on the 
mortga.ge of that property and to racei,.., in con~enient instalments 
the money so adva.need with ioterest." 

It pmyed that .. in order to .enahle the m'embera to formally 
register themselves as a corporate body, and to empower the Society to 
fmme by· laws binding on its members, and, generally, in order to extend 
to this and to similar bodies wbich may hereafter be formed the same 
privileges aud control as are available in British India under the recently 
passed Co-opemtive Credit Societies Act, X of 19M, a law on similar 
lines may be passed at an early date for the My90re State also." 

The Mysore Regulation of 1905, though based on the 
India.n Act of 1904, made certain important departures, 
"ca.lculated to ensure grea.ter simplicity in its application 
to the limited extent and needs of this State." These 
departures are thus explained in the Sta.tement of Objects 
and Reasons;-

.. The Indian Act divides Societies into rural and urban, wbicb 
are treated differently in regard to constitution, extent of tbe liability 
of members; disposal of profits, lending of money on tbe security of 
movable property, and 80 forth; nevertheless, in several of these 
respects provision i. retained for a geneml or special exemption or 
modification. Again, while the Societies cbietly contemplated are 
those intended to promote agricultursl credit, and in the next place 
those aiming at the promotion of industrial credit, power is conferred 
on Local Governments to permit any other kind of association to be 
registered under the Act, subiect to such comlit.ioDs and such modifi
cation. of the law os they think fit.. 

.. In the Regulation proposed for Mysore, the various objects 
fm' which Co-operative Societil'S (of which Co·operative Credi! SocieUes 
are merely one class) can be formed are enumerated in det"'l; and 
wh",,,, objects other than those specified are found calculated to pr0-

mote tbe common economic benefit of tbe members, tbe Government 
is empowered to recognise such objects also, as In 1>fysore the same 
anthority which virtually make. the law frames tbe subsidiary rules 
also. The conditions obtaining in<Mysore do DOt make it neoessary to 
accentn .. te the distinction between rural and nrh .. n Societies, .. nd the 
fundsmental distinctions which are made in the Imperial Act are not 
necesS&l'Y here." 

In view of the general applic&bility of the Regulation 
to all types of Societies, it WILS entitled the Mysore Co
operative Societies Regulation, and not Co-operative Credit 
Societies Regulation. 

It may be noted in passing that modifications on 
similar lines were adopted in British India. when the Act 
of 1!104 WILS replaced by the Act of 1912. 

Subsequent experience in the working of tbe Mysore 
Regulation revealed the existence of certain defects; and 

1* 

R~tiOll 
VII",1918. 
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in the ligbt of such experience as well as of that gained 
in British India., it was found necessa.ry to improve the 
provisions of the law in several direction!! to meet the 
altered requirements and ensure the sound progress of the 
movement in future. The Co-operative Societies Regu~ 
lation of 1905 was therefore replaced by Regulation VII 
of 1918, which incorporated the new provisions indicated 
in the following extract :-

.. (1) The Co-operative Societies Regulation, III of 1905, does 
not explicitly provide for the registra.tion of co-operative Societi... of 
which other co-operative Societies are members. In actnal practice 
such Societies have been registered. But as Unions and Centra.! Banks 
play an important part in the organization and development of Co
operation, this omission has been supplied . 

.. (2) Provision is made for appointing Assistant Registrars and 
Investing persons other than the Registrar with tbe powers of B Regis
trar of Co-operative Societies nuder the Regulatio!l. 

"(3) Power is given to tbe Registrar to condnct an audit or 
enqniry by depnty . 

.. (4) The liability of .. Society having Societies ... members 
shoJI. (it is decl ... ed) be limited. 

.. (5) Creditors of co-operative Societies have been given the 
power nnder proper restrictions of ... king the Registrar for .. " inspec
tion of the books and aJIairs of the indebted Societies. 

.. (6) The present period of one y8&r for which the liability of .. 
past member continues being found too short, it is proposed to raise it 
to two ye&rS . 

.. (7) Power is given to Societies to sanction out of their profits 
contribntions to ch .. ritable purposes." 

In 1920, the Government appointed a Committee to 
review the progress made by the co-operative movement 
in the State. Thi!l Committee submitted its report in 
1923. One important step taken on its recommendation 
was the inauguration of the land mortgage branch of the 
eo-operative movement. 

In 1929, the Co-operative Societies Regulation, VII 
of 1918, was nmended with a view to providing for the 
organisation of a laud mortgage Bank under the Regula
tion, and for the following among other matters :-

.. (1) Power i8 reserved to Government to .. ppo;nt .. Registrar 
for .. ny partioular olass of co-operative Societies, if they should find 
it necessary to do so • 

•• (2) Power is reserved to Government to · .. ppoint their 
nominees to the committee of management and tho boord of supervi
sion of the B .. nk when Government give fin .. ncial assist&nce to the B&nk • 

.. (3) It is provided thoot debenture bond. shall be issued only 
with the previous sanotion of Government, .. nd tboot tbey shall be 
negoti&ble instruments .. nd inclnded .. mong the securities in which 
trust (unds m .. ,. be invested. 



INTRODUCTION 5 

.. (4) The purposes for wbicb tbe Bank may grant loans, and tbe 
circumstances under which" loan may be recalled by tbe Bank. are 
specified." 

As the result of the experience of fourteen years in Begqlatiou 

the working of the Regulation of 1918, and in order to VIofl933. 

provide for certain new matters arising from the develop-
ment of co-operative Banks formed for financing primary 
Societies, the Regulation was further amended in 1933. 
The main features of the amendments are as follows: -

.. (1) The introduction of a new definiu"n of .. financing Bank 
in order to enable registered Societies, tbe main object of which i8 to 
1end money to other registered Societies, to exercise certa.in powers in 
the matter of tbe smootb work of Societies in wbich the financing 
Bank ill interested . 

.. (2) Plurality of votes and voung by proxy, wbich were in 
vogue heretofore in certain Societies, are now prohibited, by laying 
down the principle of one man one ,.ote. 

.. (3) Audit, enquiry and inspection being _mte matters. 
independent and complete provisions are made in regard to each • 

.. (4) The powers of tbe Registrar in tbe matter of disposal 
of suits are increased, as slst. in the matter of exercise of revisional 
powers. . 

.. (5) The powers of land mortgage Banks in the matter of 
advancinG" loans are incl-eased~ . 

.. (6) Certain acta of commission and omission are declared 
offences a.nd provision made for their punishment~U 

The law has since been further amended in 1935 with 
reference to the working of the provisions incorporated in 
1929 in regard to the Land Mortgage Bank. The main 
changes introduced are indicated below :--

.. (1) In the ease 01 default in the payment 01 instalments due, 
the Registrar is empowered, on the application of the Mortgage Bank, 
to distrain the produce of the mortgaged land, including the crops 
standing thereon, under appropriate saleguards &nd to bring them to 
sale. 

.. (II) Where the mortgaged property is wholly or partially 
destroyed or the security is rendered insnfficient, the Bank has the 
right to demand furtber security or to proceed to distrain and sell the 
produce of the mortgaged land • 

.. (3) Wbere a primary Bank fails to to.ke action against a 
defaulter, the Board of the Central Mortgage Bank or the Registrar is 
empowered to take the necessary acUOD • 

.. (4) The Regulation preyents the moitgagor from leasing the 
mortg~ed property for .. period longer than fi va years. 

'(5) Provision i. made for safeguarding the interests of mort· 
gage B .. nks hy preventing mortgages executed in favour of the Bank 
lrom being ealIed in question in insolvency proceedings. and hy 
securing priority to a mortgage debt in favour of a mortgage Bank 
o,'er any claim of the Government arising from .. loan under the 
Land Improvement Loans Regulation granted after the execut.ion of 
the mort.:age. 

Regulation 
1011936. 
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.. (6) The mortgage Bank is given -the right to require a prior 
creditor of the mortgagor to receive payment; in case of refusa.! interest 
will cease to run, 

.. (7) Registration of documents executed on beha.!f of a mortgage 
Bank is permitted without the appearance in person of any officer of 
the Bank before the Sub-Registrar • 

.. (8) The burden of proving that a mortgage executed by the 
manager of a. joint Hindu family is not binding on tbe mew berg 
thereof is made te lie on the party raibing sucb .. plea. 

"(9) Sections 52,53 and 54. of the Mysore Co-operative Societies 
Regulation, as they stood, made it obligatory on ihe part of the 
Government to sanction tbe by·laws of primary land mortgage 
Societies and the- amendments tbat might be passed from time to time. 
Under the amending Regulation, tbis requirement of Government 
sanction is made applicable only to the Central La..nd Mortgage 
Bank," 

3. P1'Ogress of Movement. 

The general progress of Co-operatio-n in the Mysore 
State since HI05-06 is indicated in tho following state
ment:-

-

Number Ceutr.a.l f'""'"-''' of Individual Finan· Total CApital exelud- Rescrvtl 
Year Societie& Members cing Insti- Working . Dg investments Fund of Capital in other 

all kinds t.Ut.iOIl8 Societies 

-I_ 
S a~ .. , 1-1,2-13 14,243 .. -

1006-07 15 1,191 .. , 28,085 28,006 167 
l00'H16 'Jf1 2,6.u .. , &4,126 61,126 -1905-()9 45 l,rJ51 1 1,35,499 1,85,491:$ 2,340 
]009-10 70 6,001 1 2.16,26t 2,();,619 6,8al 
191()-1l 111 9,(}13 1 8,11,194 S,S7,838 9,549 
1911·12 9)8 13,148 II 6,7j),3~ 6,25,6'15 IH,83iJ 
1912-13 B-IS 2>1,638 4 12,89,_ 11.~.87i 00,600 
1911!-H 5SO 45,479 i 21,47,840 18.50,394 66,239 
]914·15 ~. 56,267 6 OO.85t 747 26,66,812 96,009 
1915 16 6-J,867 18 44,21,688 85,M.2S.J: l,59,G26 
19J&-17 9U 14,906 18 67,64,02( 48,82,101 2,34.740 
1917-18 l,()!J7 81,168 19 65,04,639 52,00,43-3 8,00,539 
1918-19 1,283 81,425 19 79,98,327 56,47,167 4.W,0tt1 
lHl9-20 1,_ 9'1,679 18 '18,00,100 64.,76,120 5.79,435 
]"10-21 1,500 92,121 19 78,19,500 66,sa.llt>l 6,98,407 
19>2il·!lJ 1,522 96,912 19 81,97,280 69,8],714 8,4U,532 
19'12-23 l,&H 95,815 19 S:l,09,478 '/'.1, ]«, \l'l6 10,16,851 
I_~ 

1.487 92,208 18 S7,44,94S 75,76,to:> 11.84,900 
1924-2/; 1,474 91.6O'l 

I 
18 92,il,614 81,58,000: 12,95,66\1 

192!H16 1,600 95,29iif 17 98.65,781 87.68,588 15,74,859 
19'16-27 1,748 98,003 17 1,12,31:1-,937 97,40,368 17.&6,803 
]ll27-28 1,866 Itffl ,22S 17 1,81,00,COO , 1,12,7'2,612 19,12,000 
]9'1ll.~ 1,969 1.16t~ 16 1,52,87,200 

I 
1,82,32,680 19,93,200 

1929-00 9,100 1,26,491 16 1,69,24.'166 ],41,51.051 21,89;141 
l!laO-31 2,213 1,37,61S 16 1,89,89,429 I 1,51,23,566 .. 2:3, 78,ll5lI 
19aHII! 2.181 1,42,716 H 

I 
2,00,77,661 

I 
1,67,96,916 24,60,164 

193'2-83 2;180 1.44,481 14 9.23.09 • .'165 1,&l,&.I,612 25,40 • ..t58 
1933-IH 2,- 1.46,657 18 2,17,60,461 , 

1~81,59.~\6 2'1,74,208 
1_ 1,998 11'14.,898 1Il I _9,1U,05.200 I 1,96,23.964 gp,731615 

The ab~ve figures point to a steady and even mpid 
growth during the past thil'ty yeal's. 
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It will be convenient here to ma.ke a brief reference ~ to 
. 1_21. 

to the progress of the movement before 1921-22 a.nd to -
not.e the position a.s at the end of that year. 

The first purely co-operative institution to be orga
nizeQ. in the State was the Bangalore City Co-operative 
Hociety (referred to in Section 2 supra), which was 
registered on the 8th December 1905. This wa.s followed up 
by the registration of foUl' more Societies, all with limited 
liability. It wa.a not until two yea.rs Ia.ter tha.t the Mola
ka.lmuru Krishika Saha.ya Sa.ngha ventured to adopt the 
unlimited lia.bility ba.sis, being the first co-opera.tive 
Society to do 80. But from that yea.r onwa.rds an increas
ingly large number of such Societies were organized. 
The objects sought to be achieved through co-Opera.tion 
were in the beginning of a varied nature, and Societies 
sta.rted for a.gricultural, industrial, and distributive pur
poses formed a. major portion of the total number. 

The constitution of a. Central financing Society was 
soon felt to be a necessity, and the Bangalore Centra.l 
Co-operative Ba.nk wa.s orga.nized as a financing institu
tion, a.nd it bega.n to issue loa.ns to Societies in 1909-10. 
J n the sa.me year the Bangalore City Building Co
opera.tive Society was registered and commenced opera.
tions, being the first institution of its kind in the Sta.te. 

Progress up to 1910-11 had been slow, but in the 
course of the next five years there wa.s rapid development. 
From III Societies with a membership· of 9,043 and a 
working capita.l of Rs. 3'n lakhs at the end ofl910-H, the 
number of Societies rose to 800, the membership to 64,857 
and the working capital to Re. 44'21 lakhs, during 
1915-16. -

This rapid increa.se, ma.inly in the number of rural 
credit Societies, brought the question of their adequate 
financing a.nd supervision to the fore. An- institution 
called the Union was brought into existence in 1912·13 
to serve as a permanent link between the individual 
Societies on one hand a.nd the Central Banks on the 
other. The Unious were entrusted with both financing 
a.nd supervisory powers over the affiliated Societies. A 
large number of them were registered during 1913-14. 

As early as 1913-14, the· Government remarked that 
the development of the movement was confined mainly to 
the provision of credit facilities, and tha.t it wa.s necessary 
to develop co-operation for trade and simple industries. 
It was also observed that the progress of the movement had 
not been uniform in a.1l the Districts, and that it had not 
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made much head way iu certain Districts, -viz_, My sore, 
Shimoga and Chitaldrug. Between the years 1915 and 
1922, the Department paid special attention to thedeve
lopment of non-credit co-operation. 

With the rapid growth in the number of Societies it 
was found that the Departmental staff was inadequate to 
cope with the increased volume of work involved. There 
was accordingly a re-organization of the Department in 
1916-17, as a result of which the number of Inspectors 
and Honorary Supervisors was increased. Tbe hope was 
at the same time entertained that, with the development 
of the Union system, the Department would be relieved 
of its supervisory {unctions entirely and left with only 
the work of audit. 

The Mysore Provincial Co-operative Bank was orga
nized in November 1915 with the object not only of 
financing primary Societies and supervising their work
ing, but also of making satisfactory arrangements for 
co-operative propaganda in the State. 

During-the succeeding years the effects of the War, 
and the resulting tightness of the money market and the 
abnormal rise in the prices of food-stuffs, began to make 
themselves felt, and to these were added the consequences 
of a continued prevalence of adverse seasonal conditions 
in the· Ma.idan Districts. The activities of the Depart
ment in the years immediately preceding the appoint
ment of the Samaldas Committee were therefore con
centrnted on the work of consolidation and rectification 
of existing Societies. 

. At the close of the year 1921-22 when the Samaldas 
Committee had concluded its labours, the position of the 
movement in the State was as follows. There were 1,522 
Societies with a membership of 96,912 a.nd a working 
capital of Rs. 82 lakhs. The total turnover was slightly 
more than Rs. 2! crm·es. '.rhe Sooieties earned a. net 
profit of about Rs. 4 lakhs during that year, and had by 
then acoumulated a Reserve Fund of Rs. 8l lakhs. Of 
the total number of Societies, 1,321 were of the credit 
type, 1,170 being agrioultural credit Sooieties. The 
number of non-credit Societies stood at 141, of which 72 
were for the supply of seeds, manure and agricultural 
implements; and 43 were Weavers' Societies. The 
remaining 26 were Societies for various industrial purposes. 

The following is a. brief account of the movement 
subsequent to the Sallmldas Committee's en(luiry in 
1921-22. 
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l'he consolidation work undertaken by the Depart
mcnt in 1!HS-17 was continued during the next few years, 
in view of the unfavourable conditions of the money 
ma.rket and the continuance of adverse seasonal condi
tions; as well as in pursuance of the l'ccommendation of 
the SlI.lllaldas Committee for the elimination of skeleton 
Societies. In 1922-23 the financial condition of the 
Provincial Bank caused considerable anxiety, and in the 
next year the bad seasonal conditions hampered consider
ably the working of primary Societies. i'he Department 
took steps to tide over these situl1ltions, in the first case by 
securing to the Provincial Bank a deposit of the State 
loan bonds of Societies to the extent of Rs. 50,000, and in 
the second by getting theProyincialBank to afiord adequate 
and timely financial assistance to the primary Societies. 

Government passed orders on the Samaldas Com
mittee's Report on 30th March 1925. Among the improve
ments following upon the acceptance of the Committee's 
recommenda.tions was the increased attention paid to the 
deyelopment of non-credit activities, and to the more 
rapid spread of the movement in the relatively backward 
areas. Government also appointed a Special Officer to 
conduct an economic survey of typical pla.ces in the 
Malnad. An upshot of all this was the organisation 
towards the close of 1929 of the Mysore Land Mortgage 
Dank on co-operative lines as the most hopeful means of 
removing the indebtedness of agriculturists, particularly 
in the Malnad tracts. 

Other important results of the Committee's labours 
were the reconstitution of the Mysore Provincial Bank a.s 
the A pex Bank for the State, a.nd the establishment of 
the Co·operative Institute for propaganda work. 

Government also rendered direct financial assistance 
to the movement by the grant of advances to the Apex 
Bank for the developments of agricultural co-operation 
and lor house-building purposes. House-building Socie
ties were organized at Nanjangud, Shimoga, T.-Narsipur 
and Ramanathapur, and were financed by Govprnment 
by means of special loans for long periods with a view to 
relieve the distress ca.uSf'd by the heavy floods during 
1924. A sum of Rs. 2,000 was plac<3d at the disposal of 
the Registra.r of Co-operative Societi('s in connection with 
the s<:herue for the amelioration of ;;he condition of the 
depressed classes. 

The movement began to gain considerable strength 
from the year 1925-26 onwards, the work of consolida.tion 
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having heen completed. The Propagandist Institute, 
strengthened by the addition of an influential non-official 
element, began to function actively. During 1928-29 a 
fresh impetus to ligricultural co-operation was given by a 
large number of ordinary credit Societies undertaking, in 
add.ition, the work of pur~hase and di:;tribution of improved 
agncultural implements, seeds and manure. 

The position at the close of year 1929-30 may be 
shortly indiCated. There were 2,102 Societies of all 
kinds with a total membership of ] ,26,491. The total 
working capital stood at Rs. 169 lakhs. The number of 
Central Institutions was 16, including five District 
Central Banks and nine Federal Banking Unions. The 
worldng of all but one of the District Banks and of all the 
Unions was considered to be not satisfactory. Of the 
total number of Societies, 1,685 were agricultural, and of 
these again 1,490 were credit institutions. The number 
of non-credit Societies was 245, out of which 29 were 
House-building Societies, 73 were Stores, 22 Sericultural 
Societies and 71 Weavers' Societies. 

The outstanding event of the year was the establish
lllent of the Land Mortgage Bank on 1st December 1929. 

The effects of the economic depression and the phe
nomenal faU in prices began to manifest themselves in 
1929-30, and have continued to hamper progress in all 
directions since then. The Department had to resume 
the policy of consolidation and rectification, which is being 
carried on vigorously at present. 

4. Present position. 
The subjoined statement indicates the position of the 

lllovement at the close of the year 1934-35 ;-

NmnberQf Kembel'ship ~h"" Capi1 Reserve fund Societies 

R •. Es. 
.A. Primary Sooieties-

(i) 1fo;ioultnral ... 1,527 5~,165 11,29.008 11,80,57'1 
(il) on·Agricultural ... 440 'T6,&j3 88.58,940 18.lJ6,170 

B. Central Iustitutions ... 11 2,698 5,75,006 8,91.!IIli 

C, Land Morq,'8!l'I Institu· 
tioll8-

til Land MOl'~&ge Hauks. 1 229 55~269 8,825 
{il) Primary ooiatie& ... 19 2,00lJ 4.9,S2a 1,84.1 

Total ... 1,998 1,14,898 51,61,135 29.73s615 
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Deposils 
Loans from I I 

Central Banks MisceUaneous'Tou,1 Wodiug 
aDd I I Capical Government 

Ro. Rs. n •. R •• 

A.. ['rimary Socidi~-

ti) AJ.,rricultnral ... 0.,19.069 "',00_ 4.20.7J3 63.<19.780 
tii) Non-Agricaltural ... 50.67,950 4.10,006 6,'Il!,.J!l8 1.09,00,556 

B. t'coWl Instit.utious ... 4.9,93,69'1 38,501 1,79,318 61,'18.758 

O. Land MorffJage Insli.u· 
tWn&-

(j) LMld Mortga~ 1~u.t5, ..... ,000 25,300 2,179 8.69.7'73 
(0) Primary Societi-. ... 10 2,4:9,861 4.'1H8 3.~&Il 

Total ... 1.08.fl3,916 28.2'.013 12,79,t81 2,31,06,200 

On the 30th June 1935 there were 1,\)98 co-operative 
Societies of all kinds, of which 12 were Central Institu
tions inclusive of the Land Mortgage Bank; and 1,545 
were agricultural, and 440 non-agricultural, primary 
Societies; The total number of credit Societies (both 
central and primary) was 1,746. Of these 1,545 or 88'5 per 
cent were agricultural credit Societies. The distribution 
of the 252 non-credit Societies is as follows;-

Stores Societies 
Agl-icultumJ Supply Societies 
Agricultural Sale Societies 
Weavers' Societies 
Grain Banks 
SericultumJ Societies 
Others 

.. ~ 84 
27 
7 

66 
42 
2<t 
6 

The number of House-building Societies was 25, and 
that of Societies constituted for the henefit of women 
exclusively was 12. There were in all 2:.!7 Adikarnataka 
Societies, of which 208 were credit Societies and 16 were 
\Veavers' Societies. Including 10 land mortgage 
Societies, there were 357 Societies working in the }lalnad 
parts of the State, the largest number lieing in the 
Shimoga District. The land mortgage scheme was in 
operation in 25 Taluks, with one Central Bank and 19 
primary Societies, There has been a slight decline in the 
number of Societies since 1929-30, mostly under credit 
institutions, As many as 222 Societies hw their registra
tion cancelled during the years 193.3-34. and 19M-35. 
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The membership of Societies, which had beeu steadily 
increasing year after year since the inception of the 
movement, showed a falling off during 1934-35. This is 
reported to be confined entirely to a.gricul tural Societies, 
and to be due to the remova.l of persistent share and loan 
defaulters. The average membership in rural and urban 
Societies was 43 and 172, respectively. 

Under working capital the large proporLiun consti
tuted by deposits is noticeable, particularly in Central 
institutions, On the other hand, deposits form only 9 
per cent of the total working capHal of rural Societies, 
which depend mostly on loans from Central institutions 
and on their share capital and reserve funds for the 
finance they need in their business, The share capital of 
all institutions forms nearly 23 per cent of the total 
working capita\. The very small amount under loans 
from Government is also a noteworthy feature. The 
movement has up to now accumulated nearly Rs. 30 
lakhs in the way of reserve; this will, doubtless, under 
statutory requirements, continue to grow and will form 
the -best guarantee available to outside investors, The 
turnover however is not as rapid as it should be, being only 
about three times the total working capital. The fall in 
net profits during 1934-35 is reported to be only apparent, 
and as being due to the altered mode of calculating profits
adopted during the year. The average working capital of 
agricultural sndDon-agricultural Societies per member 
was Rs. 85 and Rs. 144, respectively. The percentage of 
owned capital to total working capital in primary 
Societies was 4R The reserve fund now forms 57'6 per 
cent of the paid-up share capital, and 37'5 per cent of it 
is being utilized by Societies in their own transactions. 

'Ihere has been a seyere contraction in the grant of 
loans by rural credit Societies, the fall being from 
Rs. 20'86 lakhs in 1929-30 to Rs. 8'63 lakhs during 1934-
1935, On the o~her hand, the loans issued by urban 
credit Societies show a substantial increase from Rs. 58'08 
lakhs in 1929-30 to Rs. 81'66 lakhs at the end of 1934-35. 
Non-credit Societies issued a slightly larger amount by way 
of loans durlng 1934-35 than before the depression Bet 
in, An improvement is noticeable in the collection of 
overdues during 1934-35 as compared witb the year 
previous. 'l'he percentage of overdues to demand stood 
at 65 in Central and 33 in primary institutions; and is 
heavier in the agricultural than in the non-agricultural 
Societies. 
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As regards purposes also, the "proportion of loans 
granted for productive as compared with unproductive 
expenditure has beec on the increase. 

In spite of the adverse conditions, the net profits 
amounted in 1934-35 to 1'2 per cent of the total working 
capital and 7'2 per cent of the paid-up share capital. 

The number of co-operative disputes has increased 
from 3,599 in 1933-34 to 4,260 in 1934-35. The number 
pending decision at the end of 1934-35 was 2,109. The 
number of decisions pending execution at the close of 
1934-35 was 6,608, involving a total sum ofRs. 9,51,711. 
The corresponding figure, according to the statistics of 
the Revenue Department, is 3,451, involving a sum of 
Rs. 6,61,052. Allowing for a sm01.Il percentage of execu
tions through Civil Courts, there is a. large divergence 
between the two sets of figures which requires to be 
reconciled. 

While co-operation has firmly established itself, and 
assumed fairly large proportions, it has of course still 
much hell.dway to make. If we take into account the 
total area of the Sta.te, namely, 29,326 square miles, and 
the aggregate rural population of 5,512,260 living in 
16,488 villa.ges, there is at present only one a..,"I"icultura.l 
Society for every ten villages, 18 square miles, a.nd 3,605 
persons. Taking the total membership, both rural and 
urban, and making the usual assumption that a family 
consists of five members on the a.verage, it appears that 
80 far 7i lakhs of ·peranns out of the entire population 
of over 6t millions ha.ve come within the influence of 
co-operation. This gives a percentage of 11'1 to total' 
population, as compared with the percentages for other 
pa.rts of India given helow :- .. 

9·5 for Madras, 3·5 for the Central Provinces, S'6 for 
Bihar a.nd Orissa., 9 for Ba.roda a.nd 22 for Trava.ncore, 

The marginal figures show the growth in the number of 

District 

BanRlllo1'8 ... 
Hasaan ... 
Mysol'P ... 
K.1dur ... 
Kolar 
Chi<aldrug ..• 
Ttuukur <_ 

Sbitnoga ... 

Numbel" of Societi$& 
4t &.be end 01 

191H6j1911t-25 1984-00 

186 ~ "I 
S< I .. I .. 
97 'JI:11 929 
S!) III IBI 
'I'A 146 l!22 
M 19'1 160 

134 !125 266 
BlI 1118 >U7 

agricultural credit Societies 
according to Districts. The 
uneven progress is apparent
ly due to differences in the 
physical and economic con
ditions of the Districts. The 
Malnad is still ba.ckward 
from t;he co-operative point 
of view. as is a.lso the dry, 
cotton growing District of 
Chitaldrug. 
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The predominance of agricultural credit Societies 
is not peculiar to Mysore. It merely gives expression 
to the original intention and policy behind the movement, 
which was primarily to help and strengthen the basic 
industry of the country through increased facilities for 
credit and to lighten the burden of rural indebtedness. 

At the same time, co-operation has extended itself 
vigorously to urban areas, and is being successfully applied 
for the benefit of th~ dwellers in towns. Urban banking 
has in fact made noteworthy progress; the Banks are 
very popular, and are materially contributing to encour
age habits of thrift and saving among the less well-to-do; 
and, on the whole, this side of the movement has done 
well and offers much scope for future development. 

The chief achievement of co-operation so far has 
been the establishment of credit Societies, these being the 
simplest to form and (comparatively) the easiest to work. 
Progress in directions other than credit has not been 
remarkable; there are naturally more difHculties to over
come, as well as less experience to rely upon. Though 
there are some notable instances of successful co-opera
tive Stores, the consumers' movement as a whole has 
been retarded by insufficient turnover and the want of 
good business management and of proper supervision. 

On the agricultural side likewise, apart from the 
creation of new credit facilities, little advance has so far 
been made in the improvement of the raiyat's economic 
condition. Undoubtedly there are difficulties in the way, 
such as the unsettled conditions of prices, the want of 
efHcient staff, and insufficient co-ordination with other 
Departments. But they cannot be allowed to hamper 
progress indefinitely. The time has come to break fresh 
ground in the larger economic interests of the agricultural 
population. The development of non-credit Societies has 
to be encouraged, and special efforts made to promote 
Societies of special types. . 

The working of the District Central Banks and Fede
ral Banking Unions has not been satisfactory for several 
years past; and Government have ordered their being 
wound up. With regard to the Grain Banks too, the 
policy of the Department is to wind them aU up in course 
of time. Government have also directed the cancellation, 
or a.malgamation with the ordinary credit Societies, of 
Societies formed for the benefit of the depressed classes, 
it being considered tha.t there is no necessity for the 
existence of these as a distinct class. Among industrial 



INTRODUCTION 15 

institutions, the condition of Weavers' Societies is reported 
to be becoming worse in consonance with the fact that 
weavers in India have beeu hit harde.<;t by the depression. 
The Department has under consideration a scheme for the 
revival of these Societies. • 

Sericulture is another industry which has suffered 
greatly, and Sericultural Societies have not shown much 
economic activity, beyond supplying disease·freeseed to 
their members and biring out some implemE'nts. 

To sum up the position: The movE'ment, from the 
point of view of membership, has made remarkable pro
gress. There was and is now a satisfactory accumulation 
of owned capital, and especially of an indivisible reserve 
fund .. Considerable funds have been attracted by way of 

. deposits and. loans, and utilised to meet the insistent 
needs of the poorer agricultural and industrial classes; 
lind substantia! profits have been earned and distributed. 
The solvency of the movement has been all along 
beyond dispute. The confidence of the investing public 
has been gained and held, and a position of increasing 
influence is being established in the financial world. Had 
it not been for the sudden and disastrous change in 
economic conditions six years ago, it would have heen 
possiblo to say that the position and prospects of the 
co-operative movement was on the whole bright and 
encouraging. . 

Unfortunately, the general depression which then set 
in still hovers over the world like a dark cloud. Whether 
it lifts soon or lingers on, its evil consequences will remain 
for many years. The unsettled condition of prices has 
hit all classes alike. The agricultural popUlation has 
suffered most of all from the heavy and prolonged slump 
in the prices of agricultuml commodities and the 
phenomenal decline in land values, further aggravated as 
they have been by a series of bad harvests. The fall in 
the yield from land hn.s affected simultaneously the 
repaying capacity and the credit of agriculturists. They 
either hesitate to contract new' loans or are unable to 
obtain a renewal of credit. The lowered capacity for 
repayment has discourage.d Banks from making fresh 
advances, and has led to a severe contraction in the issue 
of new loans by rural Societies. Rural money-lenders are 
only willing to lend on very onerous terms. On the other 
hand, indebted members are in many cases not ready or 
eager to make repayment of their dues to Societies. 
Reooveries were in oonsequence, considerably slowed 

Efft'd or 
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down; and there has been a. continuous Increase In the 
volume of overdues. 

The fact that, though the demand for. credit remains 
insistent, co-operative Societies and Banks have been 
compelled to contract their loan transactions, has led, 
among other things, to a reduction in the turnover and 
the keeping idle of much surplus money. With the 
non-realisation of interest, profits have naturally 
diminished. The Provincial Bank' has had to refuse 
further deposits, and the Land Mortgage Bank to reject a 
large number of loan applications. 

The general increase of litigation, particularly in the 
number of pending disputes aDd of infructuous execution 
proceedings, and the persistence of a disproporLionate 
number of inefficient institutions, are other causes for 
-anxiety. The weeding out of many still-born or moribund 
Societies hll.S, at the same time, led to a. continual decline 
in the nnmber of Societies.' . 

In these and other ways the working of Societies, 
and especially of agricultural credit Societies, has suffered 
greatly from the economic strain. Where so many 
institutions have been finding it difficult to weather 
the storm, it is not to be supposed that co-operative insti
-tutions alone would be left untouched. 

The movement has indeed been passing through a 
critical period in Mysore in common with other parts of 
India; and it cannot be expected that progress could well 
have been quicker than it has been. "-hile quality is 
always more important thanspeed,it is especially so in these 
times of severe depression. Now more than ever progress 
has to be judged, not by the number of Societies or their 
membership, or even the range of their activities, but by 
the general soundness and stability of the organization 
and its conformity to co-operative principles. 

It has therefore been considered everywhere the rigbt 
policy to consolidate the progress that has been achieved 
so far, and to defer programmes for further expa.nsion and 
new lines of development till there should be an appreci
able change for tbe better in the economic situation. 
Attention has for some time been concentrated in Mysore 
on efforts to strengthen existing Societies and improve 
their working and management, on the speeding up of 
recoveries, the reduction of overdues, and the scrutiny of 
loans and the sufficieocy of th~ security therefor, and 
generally on measures for ensuring the fina.ncial stability 
and soundness of primary and central institutions. 
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This, of course, is the only prudent policy for the 
abnormal period through which the movement has been 
passing. But it is not a policy which can create enthu
siasm. Nor is it one which ca.n be indefinitely pursued 
if tbe movement is to grow and thrive. 

AP. a maLter of fact, it is to be feared that the stress 
laid on caution and consolidation is having the untoward 
consequence of starving even good Societies and honest 

. members. The danger of stagnation has become real; 
and the question whether the pace of advance in organi
zation and development cannot now be accelerated is 
assuming importance. 

There is, indeed, much in the present aspect of the 
movement which requires correction, many points that 
demand additional attention, and some directions in which 
a cbange of system is called for. But the movement itself 
is sound at the core. The monies invested in it at present 
are, generally speaking, safe. The fact that in many 
Banks and Societies deposits bave had to be definitely 
discouraged by lowering the rates of interest, witbout 
affecting the volume of existing deposits, or the inflow 
of fresh ones, is itself a remarkable testimony to tbe 
confidence displayed by the investing public. An indirect 
effect of the economic depression and the consequent faU 
in the number of Societies and of members, has been the 
elimination of some unsound elements which tended to 
hamper rather th8dl a.ssist souud development. In tbe 
view that we take of the movement as a whole, the ilmne
diate outlook is not by any means discouraging or such 
as to cause despair to those to whom its welfare is 
primarily entrusted. Meanwhile, it is quite necessary 
to complete the process of rectifica.tion already undertaken, 
a. process whicb., though undouhtedly tedious and difficult, 
cannot be delayed or dispensed with. 

The positive defects and abuses in the working of 
Societies, some of them of a very grave nature, which 
have come under our notice, would ma.ke a long list. 
They are not of course a.1I of them equally common; some 
are more prevalent than others, and some &lIect particular 
types of Societies. Many of these unsatisfactory features 
!~re to be attributed to want of knowledge a.nd experience; 
some are the unavoidable results of the severe and continu
ous economic depression. Few of them however are really 
irremediable, given patient, continuous a.nd firm ha.ndling. 

The position is not peculiar to Mysore. The years 
1928-29 to 1934-35 have been yea.rs of anxious questioning 

2 
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and searching of heart everywhere. Since the classic 
report submiUed by the Maclagan Committee in 1915, 
almost every province in British India has had to subject 
the co-operative movement in its area to careful exami
nation. 

5. Committees of Enquiry elsewhere. 

In the Central Provinces a thoroughly unsound 
system was allowed to develop with a top heavy organi-. 
zation, and a severe financial crisis was precipitated 
towards 1920, to be staved off only through assistance 
from the Local Government in the form of a la.rRe loan 
and the guarantee of a substantial cash credit. A Com
mittee of enquiry was appointed in 1921 with Mr. R. M. 
King as President. One of its ma.in findings was that, if 
the country was to have adequate banking facilities, there 
was no alternative to a widespread system of co-operative 
institutions working in conjunction with commercial Banka. 
It. further recommended that long and short term 
business should be separated from top to hottom, separate 
accounts and balance sheets being maintained by all 
Societies for these different transactions. 

In the United Pro,\;nces, where the condition of a 
large number of Societies was giving room for anxiety, 
the Government appointed a Committee in 1925 with 
Mr. R. Oakden as President. The Committee:s conclusion, 
put shortly, was that a general dissolution of the 
movement could only be avoided by a drastic reorgani
zation •. 

Considerable anxiety was caused in Madras by a 
steady increase in overdue loans, and a Committee (with 
Mr. C. A. H. Townsend as President) was deputed to 
enquire into this and other defects, and it published its 
report in 1928. Among its recommendations the most 
important was the division of agricultural loans into long 
and short term loans, co-operative institutions being 
required strictly to confine themselves to the latter and to 
leave long term credit to Ia.nd mortgage Banks. The 
general view of the Committee was that in many respects 
the co-operative movement in that Presidency was in an 
unsa.tisfactory condition, but that none was fraught with 
greater potential benefits to the country. It emphasized 
the need for hetterwork genernlly in all co-operative insti
tutions, as well 8..'1 the better education of panchayatdars. 

The situation in Burma having been found to be 
oritical (with as many as 1,400 primary rural Societies 
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out of (3,800 under liquidation), the Local Government 
appointed a Committee in 1928 under the chairmanship 
of Mr. H. Calvert, to review the position and to make 
recommendations for the impro'\ement and extension of 
co-operation in the Province. The Committee found that, 
while the situation was aggravated by a series of bad 
harvests ill Upper Burma, the failure of Societies was the 
result in the main of the failure of the Union system, the 
oruission to train-an efficient staff to support the Registrar, 
and the delay in disregistering uusatisfactory Societies. 
While considering that the Government was justified in 
persevering in the attempt to create a sound well-controlled 
system of rural credit, the Committee recommended that 
a system modelled on that obtaining in the Punjab might 
be adopted in Burma. 'l'he Government of Burma, in 
generally· agreeing with the Committee, stressed the 
importance of co-operation remaining in essence a 
popular movement, and not becoming an official concern. 
Financing agencies, it was observed, must be entirely 
responsible for loans, deposits and internal working. The 
Provincial Bank founded in 1911 was ordered to be wound 
up. 'l'he Governmcnt agreed with the Committee that 
crop loans should be regarded as the main business of the 
primary agricultural credit Societies, though other loans 
repayable in two, three or four years might also continue to 
be granted, but with great care. 

In Travancore the Government appointed a Com- Trovan.oro 

mittee of Enquiry in 1932 with Mr. G. K. Devadhar as g:.=:~.:! 
President. The Committee's Report, published in 1934, 198<1. • 

contained various practical suggestions and recommenda-
tiqns for the better working of Societies in that State, as 
also on agricultural iudebtedness and other allied 
questions. 

The co-operative movement in India came under .noyal 

review by the Royal Agricultural Commission, and by the =l!.i:: 
Indian Central Banking Enquiry Committee and its and~nual 
Provincial Committees, in the course of their enquiries. ~:~.k~ 
'l'he reporl; of the Royal Agricultural Commission (1928) Commilleo. 

contained an ilIumiuating survey of the progress of the 
lIlovement, as to which it made severa.l very vo.luable 
observa.tions and suggestions. 'rhe movement, it was 
thought, should continue to be directed to the expansion 
of tho ruml credit system, every effort being made to fulfil 
tho stanuards "tid down by the Maelaga.n Committee. 
The only remedy for the unsatisfa.ctory condition of the 
lliovement in SOllie Provinces was considered to be the 

2* 
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patient and persistent education of the membe~ of co
operative Societies in the principles and meaning of 
co-operation and the building up of a highly educated; 
trained official staff without weakening the position of 
honorary workers. The orga.niza.tion on a large scale of 
Supervising Unions, whose progress so far had been found 
to be satisfactory, was favoured. The qualifications 
desirable for the pla.ce of Registrar of Co-operative 
Societies were detailed, a.nd the ways in which Government 
should come to the assistance of the movement indicated. 

The Indian Central Banking Enquiry Committee 
and the Provincial Banking Enquiry Committees examined 
only those aspects of the co-operative movement which 
had an intima.te bearing on the credit needs of the 
popula.tion a.nd the development of banking facilities. 
The movement wa.s found to be suffering from lack of 
training on the pa.rt of both the official and the non
official staffs; and special steps were recommended for 
their efficient a.nd adequate training. It was also con
sidered important tha.t official control in certa.in Provinces 
should be sla.ckened. The Central Committee a.ffirmed 
that the time had come to encourage the development of 
non-credit Societies. The need for an efficient and thorough 
system of a.udit, with a view to prevent bad management 
and embezzlement and to inspire confidence in the 
investing pubiic, was emphasized. One important 
conclusion arrived at was that, in the interests both of 
the movement and of borrowers, ordinary credit Societies 
should confine themselves to dispensing short and 
intermediate credit, long term credit being provided with 
any degree of sa.fety and success only by land mortg!!<ge 
Ba.nks. 

6. Mysore (Samaldas) Co-operative Committee, 1923. 

The co-opera.tive movement in Mysore was subjected 
to a. comprehensive review in 1920-22 by.a Committee pre
sided over by :IIfr. (afterwards Sir) Lalubhai Samaldas. 
Among the more important recommendations made by 
the Committee were the following:-

(1) The Registrar may he given the power of imposing .. fine on 
any person summoned to appea.r before him in connection with the 
business of .. Society, hut who fails to appear without sa.tisfa.ctory 
rea.sons. 

(2) No person should be allowed to he a member of mOl'e tha.n 
one Society of the same kind. 

(a) The membership of Sooieties should not exceed .. certain 
limit, to prevent their becoming unwieldy. 
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(4) Satisfactory arrangements should be made for tbe mainte
nance of adequate lIuid resourcea in Societiea in reapect of current and 
fixed deposits. 

(5) A band of honorary workers from among the educated Don
officiu.!.cl&ssas may b& orgauized. to take up co-opsrative work. Th686 
workers may be styled as Honorary Assistant Registrars and giV&D 
suitable travelling a.IIowances and entrusted in particular with the work 
of disposing of co-opsrative disputes. 

(6) A spsoiu.! officer may be appointed to guide and advise 
Weavers' Co-opsrative Societies on the teebulcu.! and commercial sides 
oUhe work. . 

(7) A Board. consisting of the Heads of the Departmentlf of 
Agriculture, Industries and Commerce and tbe Registrar of Co-opsrative 
Societies s.nd two non-officiu.! gentlemen. may be constituted with IL 

view to ensure the success or Industria.:l Co-operative Societies. -
(8) Government should render financiu.! assistance to Co-opsra

tive House-building Societies. Ilond sbould set apart II. sum of rupees 
one Is.kb for the purpose. 

(9) There should be one Provinciu.! institution for fins.neing the 
co-operative movement in the State. the same being orga.nized in one 
of the following ways :-

(;) the amalg&ms.tion of the Mysore Provinciu.! Co·opsrs.tive 
Bank s.nd the Bangu.!ore Central Co-operative Bank. or 

(ii) the creation of t new Apsx Bank, or 
(iii) tbe conversion of the Central Bank into an Urban Bank 

deu.!ing ouly with individuals. and the reconstitution of 
the Provincial Bank as a new Apsx Bank. 

(10) A !snd mortgage' Bank on co-operative lines may· be 
organized in the St .. te. 

(11) The holder of .. decr .. passed by the 1:l.egistrsr should be 
given the option to have it executed either by a Civil Court or by the 
Revenue autborities. 

(12) A contribution of five per oent of net profits from every 
co-opers.tive institution making .. profit of over Rs. 100 a year m .. y be 
levied, s.nd out of the fund tbus created s. supsrvising staff may be 
maintained to supplement the work of the Department staff. 

(18) Societies which undertake their own .. udit work should be 
required to seek the servioe. of Certified Auditors. 

(14) A Co-operative School noder the control of the Registr&r 
should be establisbed to train both official. and DOn-officiu.ls engaged in 
the mo.nn.gement of co-operative institutions. 

(Ill) The Co-opsrstive Department should be reorg&nized. 
(16) The bar in respect of Government servants sitting on the 

Committess of Central Institutions sbould be removed. 
(17) A definite amonnt ont of tbe annuuJ allotment under 

'l' .. kavi Loan mo.y be p1.ced at the disposu.! of the Registrar. to be given 
at his discretion to co~op&rative Sooieties for distribution to the 
l'tl.iyats. . 

(18) Speciu.! arrangements should be made in respect of Societies 
£01' the depressed oI&8ses. in the way of tbe appointment of .. specia.lly 
seleoted Inspector to m .. nage .. group of suob Societies. and the grs.nt 
by Government of .. sum of Rs. 1 lakh for being advanced to these 
institutions. 
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Government accepted generally, and gave effect to, all 
these recommendations, except in regard to items (1), (6), 
(7), (11), (12), (14), (15) ~nd (16). 

7. Appointment of Present Oummittee. 

The present Committee was constituted in response 
to a Resolution moved in the Representative Assembly, 
which suggested the appointment of a Committee to 
enquire int.o the present state of the Co-operative move
ment and to make- recommendations in regard to the 
future lines of its development. 

The need for an enquiry is thus stated in the Govern
ment Order :-

"While the movement has advanced in certain 
directions as the result of measures then adopted, the 
progress has been meagre in others. Fresh problems 
have also arisen, and new activities such as, for example. 
the establishment of land mortgage institutions, have 
been undertaken. Meanwhile, the trade depression in 
recent years has put the resources of most of the insti
tutions and their methods of working to a severe test. 
It is therefore felt tbat the time bas arrived for ta.king 
stock of the whole situation and laying down, on 
considered lines, the policy to be pursued in the coming 
years for the regulation and healthy development of 
co-operative institutions in the State." 

The terms of reference are as follows :-
"The enquiry entrusted to the Committee will 

embrace the present state. of the co-operative movement 
in its various forms with reference not only to co-opera
tive credit, but also to co-operative production, distribution 
and sale, as well as to heuse-building, insurance and 
other relatively less developed sides of co-operative 
activity. It will further comprise an investigation of the 
financial system generally, iucluding the connection 
between the various parts of the co-operative organization 
and an examination of the working and future develop
ment of the Land Mortgage Bank; also the promotion of 
efficiency and convenience in such matters as propag:mda, 
supervision, control and management of institutions and 
the disposal of co-operative disputes. The Committee 
will be at liberty to deal with any other aspects of the 
movement which may seem to it to be of fnndamental 
importance." 
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The Order of Government appointing the Committee 
was issued on 29th October 1935. The Chairman opened 
his office (at "Chandra Vilasa," Basavangudi) on the 1st 
November, and the first meeting of the Committee wa..q 
held on the 14th idem. A Questionnaire in English and 
Kannada was issued on the 21st November, and widely 
distributed. Copies were sent to all the co-operative 
institutions in the State, to a large number of official and 
non-official persons connected with, or interested in, the 
movement, and to the members of the Representative 
Assembly and Legislative Council. A few promineut 
gentlemen outside the State were specially requested to 
f:hvour the Committee with their opinions and suggestions. 
The response to the Questionnaire (printed as Appendix I) 
has been generous, as many a.q 215 l"eplies having been 
received from representatives of all views and interests. 
At the second meeting held on 13th Decemher to consider 
the lines on which future work should be conducted, the 
Committee decided to visit a few important places in the 
State with a view primarily to obtain an idea of the actual 
working of co-operati ve institutions of various types, and 
also to examine selected individuals and meet representa
tives of institutions at the places visited, Accordingly 
the members of the Committee toured in the Mysore, 
Kadur, Shimoga, Chitaldrug and Kolar Districts in the 
months of February, March and April ·1936, A feature 
of these tours was the holding of informal meetings of 
represent.atives of rural and urban Societies. with the 
primary object of giving them an opportunity to place 
before the Committee their needs a.nd difficulties and to 
make suggestions for overcoming them. Typical Socie
ties, both of the credit a.nd nOll-credit type, were visited' 
at several places and their working examined in some 
detail. In these ways a certam amount of useful practi
cal information was obtained regarding the actual condi
tion of ~ocieties, O,er and above the informal exchanges 
of views with the representatives of institutions at the 
placps "isited, the Committee examined at some length 60 
representative witnesses at ,arious sittings. The wit
nes.'<es examined iucluded pl"Omiuent co,operative workers, 
lawyers, office bearers of premier and typical institutions, 
Auditors and members of the Legislative Council, Heads 
of Departments, Deputy Commissioners, two Assistant 
Registrars and the Deputy Registrar of Co-operative 
Societil'S. The Committee ... ·isited in all 33 institutions in 
six out of the eight Districts. The names of the witnesses 
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exa.mined a.nd the institutions visited will be found in 
Appendices II a.nd III. 

The Committee sa.t from the 15th to 19th June to 
consider in deta.il the reoommenda.tions to be made a.s the 
result of the enquiry. The draft Report was considered 
a.t the fina.l sitting held on 13th July, a.nd thereafter signed 
by a.ll the members. 



PART I-ORGANIZATION. 

CHAPTER II. 

PRIMARY CREDIT SocIETIES. 

1. General. 

If there is one thing which the past history Preliminaries 

of the movement emphasises, it is the importance of :,:egatra. 

strict adherence to good, sound rules, evolved by 
experience in the light of accepted principles. Practice 
should be based not simply on the convenience of the 
moment, but as far as possible on broad genera.! consi
derations. 

An unsatisfactory feature of co-opem.tive administra
tion in the past hae been the fOrl!1ation of rural Societies 
without adequate reference to local conditions and wants. 
As a rule, the organization of Societies should only 
be undertaken by the Department or by some responsible 
non-official agency a.uthorized by the Registrar. 

The formation of a Society should always be preceded 
by enquiries directed to the following among other 
points :-

(1) the scope for an institution with the objects 
proposed in the particular locality; . 

(2) whether the prospective members are sufficiently 
acquainted with the main objects and principles of 
co-operation ; 

(3) their general financial position with particular 
reference to their solvency, and, if they are indebted, 
whether they appear to be too involved to ma.ke the 
Society successful; 

(4) whether the applicants are men' of good 
character, and the locality as a whole is free from faction 
and lit.igiousness; 

(5) whether there is a sufficient number of 
intelligent and trustworthy persons to manage the affairs 
of the Society, and particularly as to the suitability of the 
proposed Secretary and committee; and 

(6) how far adequate working capital can be raised 
locally. 

Members should have explained to them the main 
principles of Co-operation and the practical working of 
co-operative Societies. Membel'8 as well as office-bearers 

25 
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and the staff should receive adequate instruction both 
before and after registration on the best way to attain the 
objects of the ~ociety; the need for care and discrimina
tion in the admission of persons to membership so as to 
exclude men of bad character and no substance; the 
nature of limited and unlimited liability; the meaning 
of credit; the need for careful investigation of appli
cations for loans and for watching over the proper 
utilization of loans granted; the need for repayments 
being punctnal-and genuine; the vigilance to be exercised 
and precautions to be taken against irregularities; the 
mode of keeping the accounts; the responsibilities of 
managing committees; the powers of the general body; 
and the necessity for an adequate reserve. 

lfemborship'- Sufficient care and discrimination is not always, or 
Are.. generally, exercised in the admission of persons to mem

bership. To ensure the mutual knowledge and trust, as 
well as joint responsibility and control, which is an 
essential condition of successful working in rural Societies, 
membersbip should be confined as a general rule to the 
inhabitants of a single village if snfficiently large, or of one 
village and its hamlets, or of a number of villages within 
a radius of about 3 miles in the Maidan or 5 nliles in the 

Limit of 
Memberahip. 

Exeloal'{e 
MemiJerabip. 

Malnad. 
Experience shows that an ordinary good rural credit 

Society can successfully manage about 100 members. $ 

Beyond this limit it tends to become unwieldy and unable 
to do loan business satisfactorily, and it should be sub
divided. Sub-division in such cases is specially necessary 
if i;he Society includes more than one village within its 
area. 

There is not the same necessity for limiting the 
membel'ship in Store Societies depending mainly on con
snmers, nor is it generally feasible in urban Societies. 
But where the membership of a Bank becomes so large as 
to be unwieldy, as it already tends to become in some of 
the credit Societies in the large cities,-it will be difficult 
for the general body to exercise its functions adequately 
and make itself felt in regard to the working of the 
institution, except in so far as this can be done through 
the periodical eleotion of directors in whom the lllajority 
has oonfidenoe. 

The members of a Society should have a certain 
community of objects and interests. Also, joint and 

. 
·The- numberia put at 200 in Bombay. 
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several liability to an unlimited extent involves the 
element of selection. The unlimited liability of a group 
of thriftless persons is worth nothing, and may, on the 
contmry, prevent persons of moderate substance from 
joining. The membership of a village Society has there
fore to be selective, and confined to those who are thrifty 
enough and honest enough to become creditworthy. But 
excessive exclusiveness is au evil, and care should be 
taken to see that deserving persons are not excluded 
merely ou the ground of poverty. There should be no 
pressure in the matter of admission. Societies should be 
taught the principle of selection, and left to themselves 
as far as possible to settle individual cases. 

liB a rule, there should be only one Ba.nk or other Dul!iation 
specific type of Society for the same compact area. But·f 

...... 

where, as in the case of the Bangalore and Mysore Cities 
and the Kolar Gold Fields, the area is too large to be 
adequately served by a single institution, separate Socie-
ties may be permitted to be formed with different jurisdic-
tions. Occasionally it may be possible for the same 
Society to open separate branches in different parts of the 
area.. Also in exceptional cases, where there are dis-
cordant elements or conflicting interests not ea.sy to 
reconcile, separate Societies may be permitted. Otherwise, 
where there are more Societies than one working in the 
same limited area, either they should be amalgamated if 
it is possible to do so without materia.l inconvenience to 
their members, or else the membel'S should be suitably 
redistributed among the Societies. 

On the other hand, where the membership of a 
Society has become too unwieldy, another similar Society 
may be perllJitted to be formed, with provision for' the 
elimiuation of competition and prevention of over
lapping. 

Where several institutions of the same type are 
registered in the same locality, conditions should be 
attached prohibiting common membership and, as far as 
possible, for maintaining, especially among urban Socie
ties, some measure of uniformity in the rates of interest 
on deposits and loans and in the rates of dividends. 

For the rest, Societies may themselves secure a large 
measure of co-ordination in matters of common interest, 
by mutual agreement or by the formation of unions or 
federations. 

The Madras Act of 1932, Section 13, contains provi- Div;sionol 
sions as to the division of Societies which may be usefully 110<,. ..... 
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extended to· Mysore. The ·operations under them are 
voluntary and without prejudice to the rights of creditors 
and third parties. * . 

It is no doubt desirable, if possible, that a man should 
be able to get all the proper credit and 'other facilities he 
needs from a single institution. Because at present he 
cannot, he joins a number of Societies of the same kind 
in his neighbourhood, with the result that he obtains 
credit from all, often without disclosing to one Society 
the extent of his borrowings from the others. His indebt
edness increases beyond his capacity to repay, and the 
interests of Societies likewise Buffer, particularly if they 
are Societies with unlimited liability. No member of a 
credit Society with unlimited liability should be admitted 
into a second similar Society until he has withdrawn from 
membership of the former; and no p.erson should be 
allowed to pledge his unlimited liability in more Societies 
than one . 

. Having regard to the extent of the abuse which 
prevails, it is very necessary to limit the present unres
tricted freedom to borrow in credit Societies generally. 
There should be a definite rule (as in Madras) requiring 
that no person, being a member of a credit Society, except 
arland mortgage Bank or a Central financing Bank or a 
honse-building Society, shall be a· member of any other 
credit Society without the general or special sanction of 
the Registrar, and that, where a person has become a 
member of two such credit Societies, either or both of the 
Societies shall be bound to remove him from membership 
upon a written requisition from the Registrar to that 
effeqt. In giving or withholding sanction, the Registrar 
will no doubt have regard to the position of the person 
concerned in eacb case, ruId whether he is a likely borrower 
or depositor. 

Where a person is a member of an ordinary credit 
Society and of a land mortgage Bank or Central finan
cing Bank or house-building Society, there should be 

.. Briefly. any ·l"eigistered Sooiety may, at a special meeting~ resolve to divide itself 
iuto two or more Societies. indioating in the l'~lution the proposed division of asset~ 
and 1i&biUtiell amoniii' the new Societies, 80S well &8 tbe division of the area of operation 
aud distribution of membership. A copy of the resolution must be sent to &11 members 
I\nd crt'ditora. Any member may intimate. by notioe given within three mouths, his 
iutention not to become a member of any of the new Societies, and any creditot" his 
intention to dema.lld a return of the amonnt dt18 10 him. The preliminary rt'SOlution 
baa to be pla.oed for OOllsideration before a general m.eeting held alter three months; 
Bud if it i. confirmed by not len. tban two-thirds of the members prilsent.-provision 
being also madE" for returning tbe sha.re capital of members aud satisfying the olaims 
oJ orediton who bad given notioe.-the Registrar may register the ne~ Societies and 
thair bS~1aWR. tbE!< registratiou of the old Sooiety being deemed cancelled. 
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provision for mutual consultation between the institutions 
concerned before a loan is granted to him by either. 

The by-laws of Societies usually specify various 
circUlDstances which disqua.lify a person for membership 
and render him liable to expulsion. One of these is the 
continued failure to fulfil his obligations in the matter of 
dues after the service of a notice by the committee. 
Arrears should not ordinarily be allowed for more than six 
months. Whenever it becomes necessary to take coercive 
steps against a member for default, he should normally 
be removed from membership unless he at once makes full 
payment. This is being enforced at present, except in 
the case of Societies indebted to the Apex Bank, under 
departmental instructions or by-laws of individual Socie
ties. The matter is sufficiently important to be the subject 
of a. definite· rule. 

A general rule declaring that defaul ters are ineligible 
to vote a.t meetings and to serve on committees will . be 
more effective than a by-law. The Registrar should have 
power to exempt rural Societies from the opera.tion of 
the rule .. 

It should be incumbent on the committee to take 
immediate steps to remove a member who ceases to be 
qualified under the rules or by-laws. 

As a Society cannot have any other objects than 
those specified in the by-la.ws, and ca.nnot apply its funds 
to a.ny other purposes than those embraced by them, it is 
important tha.t the same should be fully and clearly set 
forth in the by-Ia.ws to be approved before registration. 

The promotion of religious or politica.l a.ims does not 
fa.ll within tbe permissible objects of Do Society. In order 
to prevent any misuse of tbe co-operative orga.nization to 
further such aims, the Registra.r should ha.ve power to 
rescind any resolution or action of a Society or its com
mittee or. a.ny of its officers, which may contra.vene the 
principle that the discussion or propa.ga.tion of controver
sial opinions of a. political or religious cha.racter a.re to be 
entirely excluded from the activities of the movement. 

'l'he law does not specifica.lly define unliUlited liabi
lity, and occasionally a.ll the obligations involved in the 
term a.re not well understood. The" liability"· of 
members is in law their liability for the debts, if any, of 
the Society, and it only arises when the Society is wound 
up Jlnd the !l.ssets prove insufficient. Where the liability 
is unlimited, that is, not limited by sbares or by guaran
tee, the deficit is recoverable by a. series of per capita 

Cessation of 
~embership. 

Objects, 

Liability. 
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levies upon the members to the full extent of their 
property. 

Unlimited liability, however, becomes of decreasing 
importn.nce as Societies accumulate theit own funds, 
shares and reserves, until the stage is reached when the 
Society possesses all the funds its members require, borrow
ings from outside cease, and the members have no liability 
at all. 

Unlimited liability is generally understood to be that 
best adapted for small village Societies which do not 
require much capital, ILnd in which membership is 
restricted to a small area so as to ensure close persoual 
knowledge of one another's business, position and charac
ter. In such conditions it cames with it certain advan
tages of considerable importance. Thus, it is the cheapest 
form of security, the only one that can be developed in a 
very poor community and on which working capital can 
be secured for its business. In special cases, where 
members are prepared to take adequate reserve liability 
on their shares, an agricultnral credit Society may be 
permitted to be formed on a limited liability basis. 

In non-agricultural Societies, on the other hand, 
liability should, as a general principle, be limited. Where 
alarge amount of capital is required for any enterprise, 
and the shares have to be drawn from such a wide circle 
that mutual acquaintance of an intimate nature cannot 
be guaranteed, the~ unlimited liability is dangerous. 

/donag .... enl. One of the principal causes of the unsatisfactory 
condition of many Societies is the lack of trained, 
intelligent and unselfish men on their committees of 
management. The complaint that most rural and some 
urban committees are negligent, partial and irresponsible is 
not without foundation, nor can it be denied that this state 
of things is largely due to the general apathy of members 
and the insufficient interest taken by them in the working 
of their Societies. 

It is It salutary rule that all business in a co-opera
tive Society should be transacted with the maximum of 
publicity within the Society. Special care should be 
taken to ensure that the committee of management 
works as a committee, that it performs its functions 
regularly and as a body, and that it does not band over 
its dnt,ies and responsibilities tQ. one or two active 
l!J em hers. . 

It is also important that the committee should not 
be placed beyond t.he control of the general body. It 
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derives its powers from the general body, and it is bound 
to observe the limitations imposed by the rules and 
by-laws, as well as by the resolutions of the general 
meeting, 8.8 to the extent of its power to represent the 
Society. It is necessary, on the one hand, to affirm and 
safeguard the position of tbe general body as the supreme 
authority in all matters affecting the administration of 
tbe Society, and, on the otber, to see that adequate 
powers of executive management are delegated to the 
committee. Tbe allocation of functions in the by-laws 
sbould be quite clear and definite in these respects. 

Among the powers and duties to be appropriately P",!"", and 
- d h -.- of th dut, .. of asslgne to t e commlt""e management are e -Commit_, 

following :-
(1) to deal wit~ applications for membership, and 

to maintain a'register of members up-to-date; 
(2) the control of the staff, including appointments, 

remuneration, leave, suspension and dismissal; 
(3) the framing of Rubsidiary rules for the conduct 

of the business of the Society; 
(4) to deal with applications for loans and for their 

renewal or extension, and to watch over their proper utili
zation; to take all legal and authorized steps for their 
recovery, including the execution of decrees, and to enter 
into compromises in cases of dispute or just doubt; 

(5) to purchase and sell properties on behalf of the 
Society, subject to any resolutions passed by the general 
body in this behalf; 

(6) within the limits, if any, laid down in the by
laws or (where there is no by-law) by the resolutions of the 
general body, to fix from time to time the rates of interest 
on loans and deposits of all kinds; 

(7) to incur expenditure on authorized purposes 
within the sanctioned budget grant; 

(8) to maintain true accounts of all monies 
received and expended and to arrange for their regular 
audit; . 

(9) to frame the annual budget and to prepare and 
present a profit and loss account to tho general 
meeting; 

(10) to invest the funds of the Society in good 
securities a.nd to the hest advantage of the Society; 

(ll) to hoar and dispose of petitions a.nd com-
plaints; . 

(12) generally, to carryon the " executive manage
ment in the best interests of the Society. 
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The general body should have power, among other 
things, to consider and sanction the annual budgets, 
to critioise, approve or reject the annual reports of work, 
to appoint outside Auditors, to ma.ke a.lterations in or 
additions to by-laws, to convene extraordinary meetings, 
to appoint special oommittees for inspection and investi
ga.tion in cases of ma.ia.dministration, and, generally, to lay 
down policies and to review the work of the committee. 
It should not interfere with the executive actions of 
the committee within the scope of the functions legiti
mately a.ssigned to the latter; hut it should be open to it 
in an emergency to revise the decisions -of the com
mittee where these have not already been executed 
and so as not to affect the position of third persons. 
Where the committee has a.cteq within the limits of 
its delegated authority, no resolution of the general body 
which would be to the prejudice of third persons ought to 
be given effect to; if necessary, the intervention of the 
Registrar should be obtained in the matter. In other 
cases it would seem quite open to the general body to 
review and'if necessary revise the actions of its agent, the 
ma.na.ging committee, though whether snch interference 
is or is not desirable would depend on the circumstances 
of the particular case. 

NOTll.-Messrs. Krisbna R&o BDd 8esha Sasm tbink that the 
power of revision sbould ouly be exereised if expreosly reserved to the 
gen&r&l body by the by-law. of tbe Boeiety; but the other members 
consider that this i. "'" inh&r6Dt power and SO d068 not require specie.! 
reservation. 

It happens that in many cases the committee has 
acted in the exercise of a certain disCretion vested in it 
by by-law; and the point has been rai8e4l whether the 
general body -can circumscribe that discretion by a re
solution directing its exercise in a particular manner. 
For insta.nce, suppose the committee of a Society is 
empowered by by-law to issue loans at rates of interest 
not exceeding 8 per cent, and in purSD&Dce of sucb power 
fixes it at 7 per cent, and the genera.! body resolves 
at a subsequent meeting tbat tbe rate of interest in a.1I 
cases should be 6 per cent only, The difficulty here is 
that a definite majority (usually two-thirds) is necessary 
[or the making or alteration of a by-law; whereas a reso
lutien IDay be, and in the generality of cases is probably, 
passed by a simple majority only. While the -general 
body cannot be dented the power of laying down subsidiary 
instructions for the' guidance of the committee even in 
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matters of delegated authority .or· disCretion, this power 
should be exercised under the same procedure as regards 
previous notice, the requisite majority and other formaJ
'ities, as was necessa.ry for the pa.ssing of the by-law whioh 
ill subsequently sought to be oircumscribed. If this is not 
done, the resolution oWl only have effect as a recommend
ationor as an expression of opinion. 

Unless where the membership becomes unwieldy, in 
whioh case the proper remedy is to form another Society, 
it does not appear that there is any advantage in having 
an intermediate board of control or counoil of vigilance 
or supervision. The interposition of suoh a body is apt 
to lead to meddlesome interferenoe and to the under
mining of responsibility. 'rhe power of interpellation, 
and of discussing and reviewing the annual reports and 
accounts, together with the appointment of Auditors, will 
usnally give the genem! body a suffioient voice in the 
administration. 

The period .for which a committee is elected should P.riod 01 

not as a rule exceed one year; and members should be offic •• 

advised at general meetings to exercise their power of 
choice freely. As a safeguard aga.inst the same committee 
oontinuing iu office for long periods, and at tbe same 
time in order to ensure the advantage of experience and 
some oontinuity of polioy, the by-laws of Societies should 
provide for the compulsory retirement by rotation of"a, . 
certain proportion (between a third and a fourth) of com-
mittee members every year, and their replacement by 
new members. The method of selection for retirement 
will be determined by the by-laws of eaCh Society. An 
exception to this ma.y, however, be aHowed in the case of 
Booieties where the needful facilities for change do not 
obtain. 

For similar reasons the Committee welcomes the 
rule recently passed by Government tha.t " no person shall 
be eleoted or appointed as Honorary Secretary of a 
Society, if he hllos acted IY! suoh Seoretllory' for 80 continuous 
period of three years preceding such election or appoint
ment except on the sanction in writing of the Registrar 
or the Assistant Registrar." 

There hllove been several instances of the same per
sOns securing places on the committees of more Societies 
than one. There is no harm in this so long as the.Socie
ties are of different types not likely to have conflioting 
interests, and so long as the' individual concerned can do 
a.dequate jnsti~-to his dnties and responSibilities With 

.. 3 
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regard to each institution. But no person should ordi~ 
narily be eligible to serve simultaneously on the committees 
of more than one Society of the same type without the 
sanction of the Registrar. A Central financing institu
tion and a primary urban Bank may be taken to be of 
different types for the purpose of this rule. 

The management of co-operative Societies should not 
be entrusted to members absolutely ignorant of co-opera
tive principles and without adequate training and experi
ence, as they are in too many cases at present. This, 
however, is largely a matter for discernment and careful 
choice on the part of the electors and not for the laying 
down of any specific rule. 

It has been urged by several witnesses, though 
strongly opposed by others, that the holding of a mini
mum number of the Society's shares should be laid down 
as a necessary qualification for a seat on the committee. 
This, it is argued, will give a person a "stake" in the 
Society, and an interest in its well-being. The value of 
a share in an ordinary credit Society is presumably fixed 
at an amount sufficient to attract the type of persons 
intended to be benefited. The possession ofa few ad
ditional shares of the same value can hardly be said to 
enhance the sense of responsibility or interest to be ex
pected of the members of a co-operative Society. '1'00 
high a share limit mR.Y, on the contrary, pander to the 
unhealthy desire for high dividends, concentrate power 
virtually in the hands of a small capita.list clique, and 
shut out a good many memhers eligible in other respects. 
The primary utility of the share system is not as a source 
of pecuniary interest or profit for the individual, but as a. 
means of promoting thrift and of building up working 
capital and inspiring confidence. In this view a. man . 
with a single share maybave as much stake in his 
Society, and real interest'in its welfare and efficiency, as 
one who holds several. It is after all for the general 
bOOy of each Society to choose those whom it considers 
best fitted to guard and promote its interests; and this 
freedom of choice should not be needlessly circumscribed. 

NOTE.-Messrs Krishna &0 and Sesh .. Sa.stri are, however. of 
opinion that .. rule may be ft ... med on the lines of the l\fadras Rule 
XXVl(2) relating to Central Banks, a.nd made applioa.ble to "II urban 
Societies. 

There are; at the s80me time, various circum stan ces 
which are rightly considered to disqualify a person from 
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being elected to, or continuing to serve on, the com
mittee of his Society. Among them may be mentioned 
the following:-

Cal being in def .. ult to the Society in respect either o.f his sbare 
.. mount or of .. loan taken by him or of .. loan for WhICh he has 
stood surety for another; . 

(b) fa.iling to attend .. minimum number of consecutive meetings. 
usually three or four; 

. (e) holding a salo.ried office or other pI_ of profit under the 
Society; 

(d) the carrying on of &ny husiness simil .. r to that of the 
Society and likely to compete with it; 

(e) being concerned or participating in the profite of any 
contr...,t with tbe Society; 

(/) being a.diudged an insolvent; 
(y) insanity; 
(k) being sentenced to imprisonment for a term exceeding 

six months. 

The right of removal in all such cases must of 
necessity vest in the gllneral body. The Registrar has 
also under- the rules the power to order the removaJ of 
any member from the managing committee if he is 
satisfied that such member has acted in any manner 
contrary to the best interests of the Society. This, 
of course, is a. power to be held in reserve, and only to be 
used in exceptional cases. 

Apa.rt from any such specific qualifications and re
quirements, the object in view should be not to limit the 
sphere of choice, but to ensure that the candidates chosen 
shall be such !LS, by character, ability, experience and 
position, may be trusted to carry on the management 
in the best interests of the Society and its members. 

It has been generally understood that the work of Reruun ...... 

office-bearers (a.s distinguished from the staff) should be tion. 

honorary. . This is so especially in rural Societies, where 
the work is simple a.nd light and can be attended to 
during the hours of leisure. In all agricultural and in 
the smaller non-agricultura.l Sooieties, the chairman and 
all the members of the managing committee should serve 
without relIluneration. In other institutions where the 
work is oOinplicated and heavy and requires much time 
on the part of ono or more members, a moderate hono-
rarium lUay be paid. In Central institutions and land 
lIIort~u.ge Societies, where directors ha.ve to oome from a 
distance, actual out-oI-pocket expenses may. be and are 
usuaJly paid. 
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The question of remuneration becomes important 
mainly in connection with the office of Secretary, which 
carries heavier and less attractive dutie~ Gratuitous 
and efficient service is not always available, and some 
reasonable compensation by way of bonus will usually 
have to be paid. The present limit of 121 per cent of 
net profits, subject to a maximum of Rs. 250, is generally 
recognized to be too low, and may be raised to 15 per 
cent with a maximum of Rtl. 300. Where no clerical 
assistance is given to the Secretary, an addition of 5 per 
cent may be allowed. 

A group of small rural Societies located near each 
other may havE) a common Secretary and share in the 
remuneration payable. But in all other cases there must 
be a separate Secretary for each Society if the work is ttl 
be efficient. 

The personnel of managing committees is apt to 
change from year to year; and the interests of Societies 
often suffer owing to the absence of a permanent staff 
fully conversant with past transactions as well as with 
routine work. Every Society which can afford the cost 
should have a full-time paid staff, for this among other 
reasons that its work can be properly controlled and 
supervised by the committee and the Chairman, and that 
adequate security can be demanded from the employees. 
In every credit Society with heavy transactions there 
should be also a trained and fully qualified man as 
Manager. 'l'he latter may be styled Assistant Secretary 
ea;-otJicio, the designation of "Secretary" being reserved 
for the holder of the elected office, which will then be a 
purely honorary one. 

It will of course he feasible and advantageous to 
associate honorary and part-time members with the paid 
staff for definite purposes, such as internal audit, the 
management of stores, and so on. 

2. Rural Oredit Societies. 

Much of what has been previously said with regard 
to primary Societies applies with special force to rural 
credit Sociflties; particularly the need for preliminary 
enquiry, the adequate instruction of members and office
bearers in co-opera.tive principles and methods, and the 
selective limitation of membership. Admission to such 
Societies should be restricted to persons who have suffici
ent personal credit. While careful management is always 
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of the first importa.nce, it is pa.rticularly so at the present 
juncture when so many Societies are in an unsatisfactory 
condition. Competent Secretaries must be appointed, and 
paid suitable remuneration where necessary; and provision 
should be made for adequate supervision and control. 

3. Urban or Non-agricultural Oredit Societies. 

Societies with a mixed composition are classed as 
non-agricultural. Their membership is usually varied, 
consisting of small traders and shop-keepers, artizans, 
salary-earners, and agriculturists. 'Vomen freely seek 
admission and are freely admitted. Practically all the 
Societies in Taluk and District headquarters are non
agricultural.. 

The members of these Societies are as a rule fairly 
well-to-do, and their liability is limited, with the result 
that there is little mutual interest or responsibility. In 
consequence the problems which such Societies offer have 
not mucq in common with those of unlimited liability 
Societies. On the other hand, their only apparent differ
ence from joint stock Banks is that horrowers are 
compelled to purchase shares. The capital needed is 
mostly raised from shares and local deposits. The loans 
granted are for short periods; and as repayment depends 
solely on the sufficiency of the security for each individual 
loan, this point usnally receives due' attention. The 
mem bers are, with few exceptions, literate, and there is 
little difficulty in securing prcper persons to serve on the 
managing committees. The funds raised being mostly 
locs1, considerable watch is kept by members on the acts 
of their committee, and any serious irregularity or neglect 
is usually noticed immediately and put right. 

Model by-laws have not yet been prescribed for urban 
Banks. There is at present, no restriction placed on the 
number of members admitted, for the reason that mutual 
knowledge is of little consequence and the business- is 
more technical than personal. But in some of the City 
urban Banks, the membership is excessive with the 
result that the management is unwieldy and the interests 
of members are not properly looked after .. Where the 
membership of a Bank exceeds a general liniit of 1,500, 
(or, with the special permission of the Registrar, 2,000), 
further admissions mnst be stopped, the needs of new 
applicants being served by the formation of an additional 
Ba.nk, and the sphere of operations of the ttwo Banks 
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defined (on 80 regional; occupational or other suitable 
basis) so as to avoid overlapping. 

NOTE.-Messrs. Krish .... Rao and Sesh .. Sastri think that no 
restriction as to membership is necessa.ry. 

There should ordinarily be only one Bank for each 
urban area, with (if necessary) one or more branches in 
the outlying wards or suburbs. But in the larger towns 
and cities it would be preferable to bave separate Banks 
with jurisdiction over different parts or extensions so as 
to avoid needless competition and conflict of interests. In 
such a case it would be well if the different institutions 
could make some provision for the co-ordination of acti
vities and promotion of common interests through mutual 
consultation, periodical conferences of office-bearers, and, 
if practicable, the federation of various. Societies into a 
consultative Union. A praiseworthy step in this direction 
is a voluntary federation organized by the Societies work
ing in the Mysore City. The object, among other things, 
is to secure uniform rates of interest and uniform periods 
of repayment in all the institutions, to prepare and circu
late periodical lists of defaulters, and to study various 
aspects of the co-operative movement and make the 
results available to the constituent Societies. 

• Care should be taken (as already enjoined) to see 
that the same person is not permitted to become a member 
of more than one credit Society or Bailk; or to take loans 
from more than one. No person should be admitted to 
membership of any Society if he has not fully discharged 
his obligations (if any) to other Societies. 

The urban banking movement has taken deep root 
and is generally developing on proper lines. The Banks 
are very popular, and are contributing definitely to a 
growth of the habit of thrift and of the banking habit, 
especially among the sma.ller men. Efficient, and at any 
rate semi-expert, management is essential, and it is there
fote necessary to have; particularly in the larger Banks, a 
qua.lified person as Ma.nager. 

Turning now to the future possibilities a.nd develop
ment of the urban credit movement, it may be observed 
that urban Banks, provided they are efficiently managed 
and financially sound and have an adequate owned capital, 
should not be content with being simply money
lending institutions with no wider objective than mere 
credit, but should strive to be people's banks in the real 
sense, rendering to their members such services and 
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facilities as' are ordinarily afforded by joint stock Banks: 
such as the opening of current and savings accounts in 
addition to receiving fixed deposits, the issue of prudential 
deposit bonds and cash certificates, the offering of cash 
credit, the cashing of cheques and the discounting of 
bills, the realization of monies from other Banks and 
Societies, and of salary and pension bills, and so on. 

Urban Banks can also, with due regard to their 
resources and the limits of safe investment, finance eco
nomic activities calculated to secure the well-being and 
prosperity of their members. While it would not be 
advisable for tbem to take direct part in the conduct of 
such activities, except in such matters as stores aud the 
purchase and sale of produce, etc., they can do much 
indirectly to encourage the developmeut of cottage indus
tries, handicrafts and small trades, by the grant of the 
requisite finance on appropriate security. 

4. Special types of Societies. 

Grain Banks have 'for their object the collection of Grain Banks. 

grain from members at harvest time and the lending of the 
same to needy members. Interest is charged in kind, and 
the recoveries are also effected in kind at the uext harvest 
season. 

Grain Banks, however, can only succeed if there are 
efficient and disinterested workers, and proper granaries 
for storing the different varieties of grain. Watch and 
ward arrangements are not easy; and, besides, the grain 
stored is liable to loss and damage. It is, too, usually 
difficult to judge what proportion of the grain stored is in 
excess of the needs of the members and may be sold. 

In view of these and other difficulties the utility of 
Grain Ba~ks is found to be strictly limited. By them
selves they are inadequate to meet the requirements of 
agriculturists. Aud any functions they could usefullv 
perform will be better fulfilled by agricultural supply and 
sale Societies in addition to the ordinary cash Banks. 

The formation of these Banks in the Mysore State was 
due more to the I'nthusiasm of a few officl'rs than to any 
popular demand. The experiment as a whole has been & 

failure. Most of the Banks are either defunct or doing 
little useful work; and it has been decided to wind them 
up in course of time. 

Societies consisting entirely of women are not many, Wo~·. 
and their number is dwindling. There were 12 Buch 800_ 
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Societies in the yeir 1934-35, with a membership of 673, 
a share capital of Rs. 10,674, deposits to the extent of 
Rs. 3,652, and a total working capital of Rs. 15,309. 
Theirtotal transactions amounted to Rs. 47~385, resulting 
in a net earning of Rs. 780. 

So far, the main function of these Societies has been 
to lend money, which, as personal security is out of the 
question, is usually advanced on the pledge of jewels. 
While it cannot be denied that there is a fairly large and 
growing number of ladies, especially in the Cities, who 
are earning their own living, and that it may be a 
convenience to these, and particularly to widows and 
unmarried ladies not dependent on male relatives, to have 
facilities for occasional small loans, it does not appear 
that there is any special need for separate credit Societies 
for women as a class. As a matter of fact, these are as 
a rule being freely admitted into general Societies, and 
do not find any unusual difficulty in obtaining credit 
under the ordinary conditions. On the other hand, prac
tical experience shows that the working of separate credit 
Societies for women is attended with specia.! difficulties 
and dangers connected with management, the custody of 
funds, the taking of security, the recovery of dues, and so 
Qn. 

Where separate Societies may advantageously be 
organized is in connection with the encouragement of 
thrift through the systematic collection and investment 
of savings, the carrying on of simple home industries, and 
the purchase and sale of articles produced by women, as 
well as in connection with the training and employing of 
women in such occupations as needle-work and embroidery, 
hosiery, and basket-making. 

Stores Societies may well provide special facilities 
for lady customers for the making of purchases, as well 
as for offering suggestions as to the articles of household 
use that may be stocked. 

Where there is a sufficient number of women mem
bers in a Society or Bank, and none of them comes in by 
election into the committee of management, it may be 
desirable, whenever possible, to co-opt one or more of 
them into the committee. 

While there can be no objection on principle to 
Societies being formed for specific purposes, or for parti
cula.r trades or crafts (such as weaving and sandalwood 
ca.rving) or .for the promotion of common economic 
interests (such as the consolidation of holdings), there are 
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various theoretical and practical objections to the forma
tion . of purely communal Societies. The case of the 
Adikarnatakas is an exception, based on the extreme back
wardness of the particular community and on the need 
for special assistance from Government. ·Even here the 
aim must be to include them within the scope of general 
Societies in course of time. 

When the question arose in 1929, the Government 
of Mysore agreed that on principle " sectarian" Societies 
are prejudicial to the growth of the co-operative cons
ciousness, but considered it unnecessary to prohibit the 
starting of any class of Societies. 

It so happens that Societies confined to the members 
of a particular community have already been allowed to 
spl"ing up, and in some instances are working successfully; 
and it seems- too late to discuss whether the formation 
of such Societies should hereafter be permitted. They 
have, at all events, the one merit of secul"ing intimate 
touch between the members of the particular community 
concerned; and provided their activities are confined to 
the promotion of the economic interests of their own 
members and do not overflow into anti.social channels in 
relation to other communities, there is no reason to place 

. any particular restrictions on their working. 

• 

As was pointed out by the Mysore Co-operative 8ooi._ fo< 

Committee of 1923, the condition of the depressed olasses geJ=..d 
is peculiar. They are, as a rule, extremely poor and 
possess no property. Their only asset, and their only 
basis of credit, is labour and character. Co-operation 
must in their case stimulate thrift, increase earning capa-
city, and secure a Ia.rger margin of income through better 
marketing. The principle that special measures of 
amelioration are necessary in the case of the depressed 
classes has been recognized by Government. Special 
Sooieties have been formed for their benefit, and assisted 
with advances from the State on easy terms of interest. 
The great difficulty in the case of these special Societies 
is that of management and supervision, which cannot 
now or for several years to come be left to the members 
themselves. 

The depressed classes Societies at present in existence 
are as a rule not working satisfactorily. Besides the 
fact tbat they do not a.ttract deposits, their failure ma.y 
be trac.ed to the illiteracy, ignorance 9.nd improvidence 
of the members, their low credit a.nd repaying capa.city, 
and the paucity of good workers. The present policy of 

• 
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the Department is either to cancel such Societies or to 
amalgamate them with other local credit institutions. 

Special Adikarnataka Societies should only be con
tinue? in respect of sp~cifio ~rades like shoe-making and 
weavmg, or where Adlkarnatakas cannot get admission 
freely to the general Societies. But, as a matter of fact, 
they are being freely received into, and can obtain better 
oredit facilities from, the ordinary credit Societies. 

Adikarnataka Societies, as long as they are continued, 
require special help in the shape of a paid Secretary, who 
will not only manage the Society, but also do propaganda 
and education work, and in the shape of loans for varying 
periods at low rates of interest, and also provision for 
subsidiary ocoupationsfor the members. It would greatiy 
improve the position of the community if lands could be 
procured for them for cultivation at conceSllional rates, 
and sites allotted in convenient blocks for the bnilding of 
houses, -together with building materials at cheap prices. 

One of the main objects of special Societies for salary 
earners should be to enoourage thrift and to oolleot and 
invest the savings of their members. Suoh Sooieties, if 
properly run and adequately financed, ought to meet all 
the ordinary requirements of their members, and in parti
oular save them from running into debt. The facility for 
automatic reooveries of dues from week1y or monthly 
wages or salaries is an exoeptional advantage which these 
Societies enjoy. 

Subsoriptions to provident funds may well be made 
oompulsory. In view of the benefits of insurance and the 
handsome agenoy temlS offered by established Insnrance 
Companies, it should be possible for Sooieties of salary 
earners to seoure the advantages of oo-operative insuranoe 
for their members, where these do not oome within the 
benefits of the Mysore Government Life Insuranoe scheme. 
They may in partioular take up agency work, as has been 
done by some ordinary oredit Societies. 

Also in some of the Sooieties organized for mill 
labourers, the members have been materially helped to 
redeem their debts- to usurious money-lenders !lnd saved 
the neoessity of further resort to them. 

In the oase, however, of the lower paid Government 
servants, there is reason to think that the ordinary 
co·opera.t.ive Sooieties, instead of promoting thrift and 
bettering their economic position, have unwittingly faoili
tated their getting into debt without prospeot of extrioa
tion unaided.' Nor have they prevented these persons 
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from resorting to private money-lenders. Many officials 
are members of more Societies than one and have often 
obtained the maximum possible credit from each. 

It is not easy to suggest remedies which shall be 
wholly efficacious. Nevertheless it is clear that the scope 
for indiscriminate borrowing will be greatly curtailed by a 
rule, on the lines already recommended, imposing stringent 
restrictions on multiple membership. A Government 
servant, in particular, ought to be prohibited from borrow
ing from an ordinary credit Society-or, for that matter, 
from any outside source,-so long as there is a depart
mental or office Society of which he is or can be s. member, 
and which is prepared to give him sufficient and reason
able credit for his current requirements up to the maximum 
limit of his borrowing capacity. At the same time, it is 
necessary, in ·the interests of the officials themselves, and 
in the interests of the purity and efficiency of the public 
service, to devise a scheme for the redemption of the 
existing outside debts of officials, preferably through. the 
agency of departmental Societies. Proposals for the 
formation of such Societies are believed to be under the 
consideration of Government. It need only be remarked 
that substantial advances from Government will be 
necessary, especially in the earlier stages, if the work is to 
be done systematically and well. 



CHAPTER III. 

PRIMARY NON-CREDIT SOCIETIES. 

1. General. 

~rornon- A successful credit Society, it has been observed, is 
~Jlies. the best basis on which to organize other types, but it is 

not easy to educate the people to the advantages of these 
types. Debt is felt as a burden, but there is not the same 
ready appreciation of the value .of joint purchase and sale, 
of insurance, or of the many schemes with which experi
ments have been made. 

Also nOll-credit business on any considerable scale 
can only be undertaken with any hope of success with 
strict and efficient management. The lack of this is the 
main difficulty in the way of the proper development of 
this side of the movement, while the unsettled condition 
of prices operates as an additional handicap to the pro-
gress of agricultural non-credit Societies. . 

Since agricultural non-credit work, besides being less 
immediately appealing to the people directly concerned, 
is also far more diffico,lt to ClLrry on efficiently, the pro
gress made has naturally been much less marked; and 
consequently the development of co-operation so far has 
been more or less one-sided; 

It is, however, generally recognized that there is a 
wide field for the beneficial application of the co-operative 
principle which extends far beyond the problems of debt. 
And there is a growing feeling that the full, if not the 
principal, benefits of the movement cannot be secured to 
agriculturists unless they are organized to help them
selves in other directions, such a~ the joint purchase and 
sale of produce and agriculturists' requisites. As has 
been pertinently remarked, if the oultivators in the mass 
are to be won over to the use of better seeds, to improved 
methods of cultivation, to the better care of cattle, to the 
adoption of precautions against animal or plant disease, 
it must be through the agency of their own co-operative 
Sooieties, since no official organization can possibly reach 
the millions engaged in agrioulture. Besides, it is only 
through the medium of co-operative associations that the 
teaching of the expert can be brought to multitudes who 
would never be reached individually. 

44 
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How far different forms of Co-operation may be com- Combination 

bined in the same Society has led to some controversy in :::-~~ 
the past. The single purpose idea was at one time the 
one most generally accepted. But opinion is now coming 
round to the view that the matter is one of expediency 
and convenience rather than of rigid principle. No hard 
and fast rule or practice has yet been established. The 
economic life of the village is as a rule simple and un
differentiated in type, unlike that of urban areas, which 
i8'charact~ised by a larger differentiation of oonditions 
and occupations; :ond so the scope for distinct organiza-
tions is strictly limited. Also, where business activities 
are involved, business management is required, and it is 
not always easy to find the capacity for this amongst the 
members of Societies. Lack of training has not infre-
quently limited the choice of members of committees, 
and often the men most fitted to serve in credit and non-
credit· Societies are' the same. At the ssme time, the 
experience gained in the one side of activity will often be 
valuable in the undertaking of the other. In such cases, 
instead of starting a new Society for the new purpose, it 
may be better to persuade the members of the existing 
Society to undertake the additional functions, and to 
bring other members into their fold. Where the seoon-
dary objeot is of minor importance, such as the occasional 
distribution of seeds or the supply of improved implements. 
and analysed fertilizers, the additional' duty may well 
be undertaken by the credit Sooiety. Not a few Sooieties 
returned as credit Societies have suoh annexes, maintain-
ing separate accounts, but with the same membership. 
But where the new objeot is of 8uoh a. distinctive oharac-
ter that it appea.ls to a different membership, separate 
Societies must be, and are uBuaJly, formed. The fact 
that rural credit Societies have unlimited liability is re-
cognized as an impediment to their undertaking business 
for which limited liability is more suitable; and where 
Sooieties with unlimited liability are undertaking other 
liabilities, it is usual to keep separate accounts for the 
latter. 

On the whole, therefore, a.ssuming that incompatible 
activities are not combined, "hat unlimited liability is not 
risked in transaotions for which it is unsuitable, a.nd that 
offioiency is in no way sacrificed, there is no objeotion to 
credit Sooieties underta.king non-oredit activities as 
additional or seoondary functions, the transactions and 
e,ooounts of the two sides of activity being kept distinct. 
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2. Agricultural Purposes. 

Loan and sale Societies are of limited ,liability, and 
may contain (as in Madras) both individuals and Societies 
as shareholders. Loans are granted to members only, on 
the security of agricultural produce pledged to the Society 
and placed in its custody, and to the extent of 60 per 
cent of the value of the produce, which is. stored in 
godowns owned or rented by the Society. Advances are 
also made for cultivation on condition that tHe produce 
raised will be taken in due course to the Society's godown. 

Loan and sale Societies offer a very promising means 
of increasing the wealth of cultivators by enabling them 
to avoid the middleman and withhold their crops from 
market till they can obta.in reasonable prices. 

The organization of Societies for thE) sale of agricul
tural produce has made. very little progress. Though 
some attempts have been successful, others have failed. 
There have been special difficulties to be faced, such as 
the absence of cohesion and loyalty among the producers, 
the difficulty of obtaining enough funds to be advanced 
to members before and after the produce is received for 
sale, the lack of business experience, the opposition of 
local vested interests, and the unequal competition with the 
private shopkeeper with his peculiar methods of business. 
. 'l'here were seven Societies for the sale of agricul
tura.l produce during the yea.r 1934-35; two of them being 
for the sale of cardamom, three for the sale of areca, and 
two for the sale of cotton. The cardamom Societies did 
a fair amount of work in the sale of produce grown by 
their members; but their transactions ended in a small 
net loss. The areca Societies had no transaCtions. Of 
the two cotton sale Societies only one, the Maradihalli 
Society, did some appreciable work. As this is a type of 
a good Society with future possibilities, it deserves a 
word or two of mention. It purchases cotton seeds of 
snperior quality from ·the Agricultural Department. and 
distributes the same to members on credit on the under
sta.nding that these will bring the grown cotton to the 
Society to be ginned and sold in ba.les on commission. 
l'he Society a.lso gives advanoes on orop. Though the 
transactions are not large, a small profit ha.s been realized; 
and the management is careful and efficient. There is 
much scope for similar Societies in the Chitaldrug District. 

There is a,. prevalent misapprehension that crop loans 
a.re risky and troublesome and to be avoided as suoh; 
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but under due safeguards (the principal of which is 
adequate personal security from the borrower, a certain 
amount of supervision over the crop when it is on the 
land, and in the ca.se of harvested crop its proper custody 
and warehousing), the system is quite safe and easy to 
work. It is, besides, of considerable practical benefit to 
cultivating raiyats, who require short advances at va.rious 
stages both when the crop is standing and after it is 
harvested. The value to be attached to this form of 
assistance may be seen from the fact that the Registrar 
was requested by the Mysore Government (in an Order of 
the 30th August 1929) "to pay special attention to rural 
Societies which give short-term loans on the pledge of
standing or harvested crops, &.nd' to see that they are 
developed and become a source of real help to the raiyats." 

The organization of separate loan and sale Societies, R~irem.nlo 
working independently of credit Societies, requires active S~le&ci~'it... 
encouragement and support from the Co-operative Depart-
ment, and sufficient financial assistance in the early 
stages from the Provincial Apex Bank. In order to tJre-
vent advantage being taken by middlemen, loans should 
be limited by by-h.w to the case of produce grown by 
members. Strict precautions should be enjoined in such 
matters as the valuation of the produce, its secure storing 
and periodical inspection, the insuring of hazardous com-
modities, and so on. Where suitable godowns are not 
available for rent, Government may be moved to advance 
Joans for their construction on an inexpensive scale. 

The full success of these organizations is dependent 
on access to recognized markets or the opening up of new 
ones, especially in the case of the commercial crops. 

There is a genera.l concenSU8 of opinion that the time Joi"~ , 

has arrived for a material extension of marketing facilities MarlretlDg. 

in the State. The co-operative movement can play a 
great pa.rt in the work through Societies for the marketing 
of commercial crops and industrial products. Liberal 
help from Government will be needed in the shape of 
grants for initial expenses, and advances for the building 
or hiring of warehouses or godowns in trade centres. A 
beginning may be made by way of experiment in selected 
areas where -the conditions are favourable aud the neces-
sity is greatest, as in the case of the areca-growing tracts 
of the Malnad, such as Sagar, Tirthahalli and Koppa. 

Our enquiries show that there is urgent need in these Case of ......... _ 

Taluka for Sooieties which will advance money to a.reca- growers. 

growel'S at various stages before harvest (for sp~ying and 
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preparing, for paying the assessment and for subsistence) 
on the security of the standing crop, sell the harvested 
produce in the best market, and make oVjlr the balance 
of the price to the growers after deducting the advance 
and the commission. Such an organization, besides 
bringing salvation to the areca.-growers, will break the 
monopoly of the merchants at Shimoga, who at present 
dominate the situation. A capita'! of at least Rs. 15 lakhs 
will probably be required for the purpose; half of this can 
presumably be raised by share capital, if the other half is 
advanced by Government at low interest. 

The question of forming a Central Areca Sale Co
opera~ive Society, with godowns at Shimoga and affiliated 
Societies or branches all over the areca-growing area, was 
at one time und~r consideration of Government, but was 
deferred in 1931 on account of the trade and economic 
depression. Action in the matter seems overdue; and not 
the less so because areca-growers who are already heavily 
indebted .have been hard hit by the sudden fall in prices. 

Great care will of course be required in the organiza
tion of such Societies. Expert advice and skilled techni
cal guidance are necessary; but even more important is 
proper business management, knowledge of market condi
.tions, and commaiJ.d of adequate funds. 

Apart from special commercial products like areca, 
coffee, cardamom and pepper, there. are numerous other 
articles caplloble of being dealt with by marketing Socie
ties with a rather smaller capital ;-such as cotton, cocoa
nuts, ground-nuts, food-grains and jaggery. 

Instead of purchasing their members' produce out
right, Societies may often at first nnd it safer to act 
as agents merely for sale. They should deal, as a rule, 
only with the produoe grown by members, taking up other 
produce only where it is distinctly advantageous to their 
business to do so. An instance of what is feasible in this 
direotion is the Paddy Sooiety which has been reoently 
started at Mysore. City. It gives members storage 
facilities, gets their paddy milled, and undertakes to sell 
the milled paddy at a commission. 

It will be of advantage to marketing Sooieties, when 
well established, to have their own mills or appara.tus to 
convert raw produce into some form of finished goods, 
even if it be pot the final form; as, for instance, a rice
mill, n. grinding mill for soap-nut powder, small gins for 
ginning cotton, and-a rather more ambitious concero
coffee curing works (at Chikmagalur). 
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Marketing Societies should link themselves. with 
oonsumers' Societies (Stores) as far as possible, and confine 
their transn.ctions at first to suoh produots as may find 
ready sale among oo-operative oonsumers. . 

Speoial Societies formed for the supply of seed, ~~.f 
manure and implements have not, with a few exceptions, M.n"'" and 
proved very live institutions, owing to the dearth of Implemen .. , 

honorary workers and also to the pernicious system of 
credit sa.les. As continuous attention is not involved, 
and it is, difficult to find enough effioient workers, the 
work bas been taken up by many credit Societies with 
useful results. 

At first the Government set apart a small sum to be 
advanced to Societies for the purchase of improved 
agricultural implements, seeds and ma.nure to be stocked 
for sale. The financing of this form of a.cti vity wa.s later 
transferred to the A pex Bank, which was given by Govern
lllent 11, cash credit of Re. 15,000 for the purpose. Special 
types of ragi seed, selected by the Agricultural Depart
ment, hR.ve been distributed through these orga
nizations;' but iu the case of other varieties of seed, and of 
manure aud improved implements, the work done hl!>s so 
far been limited. A few Societies have in the past made 
a small profit from such activities. 

The Agl-icultural Department may with advantage 
utili7.e more largely the agenoy of credit Societies for 
distributing improved seed and implements, and also help 
in the general supervision and development of special 
non-credit Societies. As remarked by the Maolagan 
Committee, provided Sooieties are used, not for experi~ 
menting in Dew processes but strictly for popularizing 
proved improvements, nothing but good can be expected 
from the assistance of the Agricultnral Department. 
Societies should not be required by the Department to 
purchase things outright irrespective of whether this 
would work at a profit or loss. 

'fhere arc no special Societies in Mysore for agricnl-, ~onslra
tuml demonstration and supply. Such Sooieties, while 
offering means of increa.sing the cultivator's income, are 
not easy either to orga.nize or to administer successfully. 
Exploration of useful forms of activity in this and similar 
directions requil'es special a.ttentioll on the part of techni-
cal officers of the Agrioultural Department. 

In other parts of Inuia where snch Societies exist, 
sma.1l plots of land are taken on lease, and cultiyated 
partly by ordinary methods and pa.rtly by the improved 

4 
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methods recommended by the Agricultural Department, 
with results in favour of the latter. 

The co-operative Irrigation Society has for its object 
the construction of new sources of irrigation and the 
improvement of those already in existence. 
. The Government of Mysore have in the past advanced 
substantial loans to some Societies for installing machi
nery for lifting water from rivers for the irrigation of wet 
lands, but we note that the result has not been encourag
ing, and the Societies have had to be wound up. 

Conditions at present are not very favourable for 
organizing new Societies of this type. But when the 
demand arises in future, the Co-operative Department 
may actively help efforts in that direction, by procuring 
expert opinion in the Industries Department and obtain
ing and offering advice as to the type of plant to be 
ordered, and so on. 

The fragmentation of holdings is not yet an acute 
problem in Mysore. A Committee appointed by the 
Government to examine the question has reported reeent
Iy that about 85 per cent of the holdings in the State 
consist of from one to five plots only, which shows that 
fragmentation has not progressed to any alarming extent. 
The Committee was at the same time of opinion that there 
are cases in which consolidation would be of great 
advantage, and that permissive legislation may be under
taken, on the lines of the Central Provinces Act, to provide 
for consolidation being carried out in villages where a 
majority of the owners holding a certain minimum 
area of land have agreed to the preparation of a 
scheme. 

We agree in this opinion, and we consider that action 
in the direction of consolidation must be essentially on a 
voluntary basis and must be actively helped and 
encouraged by the State. People have to be educated to 
a knowledge of the evils of excessive sub-division a.nd 
fragmentation, and familiarized with the possibility and 
material economio advantages of oonsolidation by mutulj.i 
agreement. Intensive propaganda of this kind in 
partioular looalities will prepare the way for the organiza
tion of oo-operative Societies of which the members agree 
to a redistribution of their lands according to a. soheme 
prepared by experl; staff and oonfirmed by a. general 
meeting. Sucoessful work in this direotion is understood 
to have bee~ aohieved elsewhere, espeoially in the 
Punjab. 



PBIMARY NON-CBlIDIT SOCIEtIES 51 

Measures for tbe general improvement of methods of ~'wa\ 
cultivation offer a fruitfnl field for Co-opel'3tiv8 activity. l'1upooes. 

These are likely to be more effective when nndertaken 
through organized groups than by individual effort • 
.. With tbe mass of the cultivatom enlisted in the cam-
paign for their own improvement, miraeles can be 
achieved; without that, a minority only will benefit from 
the labours of the experts." Conseqnently, preference 
both of time and attention on Lhe part of expert agency 
should always be given to a co-operntively organized body 
of cult.ivators over isolated individuals. 

3. A nill/al Hn.~balUlry. 

Cattle-bn>eding is a most important element of nuaI c. ... k«<i

prosperity; and the common ownership and use of breed- -. 
ing bulls will certainly help in improving tbegeneral type 
of cattle in rural parts. But Societies for cattle-breeding 
can only be properly organi7.ed in the bigger villages, and 
that too if adeqnate grazing grounds be made available 
on favourable terms. Apart from co-operative action, 
the most practical form of help for the present is to 
induce raiyats to bny and maintain one or two good 
breeding bulls for their village. A large number of 
Village Panchayats aud some District Board!! haY!' already 
taken up the work of providing bn>eding bulls. _ 

Dairy Societies can be of two types,-one formed by Dai'YiD«. 
the consumers for the supply of their milk requirements, 
by owning and maintaining the necessary herd of milch 
cattle, which is tbe true Dairy Society, and the otber 
formed by milk dealers, to market tbl'ir milk, ete. "hill' 
tbl're appears to be good scope for the formation of eitber 
class of snch Socil'ties in the cities of Bangalore and 
Mysore and in the villages in their vicinity, the latter 
class seems to be easier to form and equally useful to the 
cit~· dwellers for the supply of good milk. It is common 
knowledge that priyste dairymen in Bangalore and 
My80re collect milk in large quantities through ~heir 
own agents or other middlemen from villages round 
about the two cities and supply them as milk or hutter 
to the citizens. This is hardly as satisfactory or as fully 
beneficial either to the consumers or to the producers, as 
if the producers were organized and made to supply pure 
milk to tbe residents of the neighbouring cities through 
CO-OpE'rative agencies. The real initial difficnlty in 'he 
formation of a Society of this type seems to be the absence 
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of a definite and assured market for the produce. A 
corresponding organization of the consumers on the other 
side would considerably remove this uncertainty; but 
an assurance from Government to purchase the milk 
requiremellts of the Government medical institutions 
from such Societies until they build up a definite and 
certain demand from the publio might greatly help in 
their success. Initial help will also be required in the 
shape of dairy equipment and charges of management for 
the first few years. Incidentally such Societies will create 
subsidiary occupations for the villages round about the two 
cities and to that extent improve their economic position. 

As an example of successful work of the former type 
might be mentioned the Dairy Section of the Mysore 
Lancers Society. It is also learnt that good work along 
the latter line was being done for. sometime by the 
Hebbal Co-operative Society; but a more successful insti
tution, which is still operating, is the Lalithadripur 
Co-operative Society near Mysore. 

A scheme for the formation of co-operative Cattle 
Insurance Societies was sanctioned by Government in 
1920; but it did not materialise, which is not surprising. 
Cattle insurance is a somewhat speculative undertaking 
and requires expert knowledge. There has so far been no 
genuine demand from the people for such Societies in 
Mysore, and there are none now working. As a matter 
of fact, cattle insurance is too advanced for the type of 
members concerned and has not proved popular anywhere 
in India. In Burma, where the experiment was tried 
under rigorous conditions, the movement was never self
supporting and was always dependent on the active 
assistance of Government officers. The Burma Com
mittee considered that it would be a waste of valuable 
time to attempt to revive this difficult phase of co-opera
tive activity, and recommended that the Societies which 
were doing no work should be closed down. 

4. Industrial Purposes. 

Rural By far the greater number of agriculturists in India 
lndUltrioe. have the time at their disposal to pursue profitably one 

or other of the small village and domestic industries with 
'" view to add to the income from agriculture. The 
problem of the villager, as is generally recognized, is not 
only to finance his agriculture, but also to find work for 
his spare time and spare hands. The energies of the 

• 
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co-operative movement must be tutned in increasing 
measure to orgMlizing the people for village industries, 
and to Bupplementing their regular pursuits by side 
occupations. This has to be done through Societies of 
various kinds which will provide raw material, employ 
labour, advance wages, provide wholesale depots, and 
arrange for the sale of the finished products in towns and 
commercial centres. 

'There are various industries which may advanta
geously be warked and developed on co-operative Jines; 
such as the· following: hand-spinning and weaving; 
khadJa/', hosiery, needlework, carpet making, cumblis 
(out of wool supplied), sadis, mat-making, basket-making, 
ropil-making-, book-binding, rattan-work, shoe-making and 
making of leather goods generally, tlul making of bangles, 
button manufacture, caJ.'pentry, cabinet-making, making 
of country carts, iron tools and utensils, country tiles, 
pottery, making of matcbes, apiculture, sericulture, butter
making, pounding of paddy and rice, condiments and 
confectionery, coffee and . cardamom curing, and sandal· 
wood and ivory carving. The cheap supply of electric 
power that is being given in the Myso;re State for in~ 
dustrial purposes, besides helping some existing industries, 
will also no doubt stimulate the starting of new industries 
in course of time. 

Cottage industries have largely declined in recent 
years, as the result mainly of the lack of interest on the 
part of Governments until very recently, and the in
creasing competition of organized industry_ In view of 
the fact that some of these industries provide subsidiary 
occupations for the large mass of the agricultural popu
la&ion, while some others are likely to provide alternative 
occupations for people now engaged in agriculture, special 
attention should be devoted to their development by both 
the Depa.rtments of Co-operation and Industries. 

Attempts to reorganize village industries on a more 
profitable basis cannot, of course, be underta.ken sporadi
cally or fortuitously. It is very necessary that a 
systematic enquiry should be made by Government or 
some other agency into the economic conditions of any 
industry proposed to be taken up, and a practicable 
Bcheme prepared in each case. 

'l'he Government of Mysore, it is understood, have 
under consideration a scheme for the revival of village 
industries and for improving the working of industrial 
SocietieR generally. 
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The ionnatiOli' of new Societies in different parts of 
the State where there are suitable openings will have to 
be undertaken cauti~lUsly, with the help a,nd encourage~ 
men~ of Government and under expert departmental 
Mvice. 

The, working of co-operative artizan Societies in 
India has not heen satisfactory so far, with some excep
tions. 'rhe chief difficulties to be surmounted are the 
indebtedness of the artizans, the lack of organization 
among them, and marketing difficulties. In spite of the 
not very hopeful experience of the past, co-operative 
industrial Banks or well organized urban Banks are 
generally considered to be the best agencies to meet the 
financial requirements of rural and cottage industries 
satisfactorily. It.is recommended that co-operative 
institutions should he established to fiDance rural indus
tries on a larger scale than at present. 

Attention may, in this connection, be drawn to the 
Report of a Committee appointed by the Government of 
the United Provinces, with Sir S. N. Pochkhanawalla as 
Chairman, to study the problem of industrial finance as a 
whole and make recommendations. The .committee has 
divided the industries capable of development into three 
'categories, major, minor and cottage industries. As 
regards cottage industries, which are alone within the 
reach of any help which can be given by the co-operative 
movement, the Committee's proposal is that a Financing 
and Marketing Company be formed with a. capital of Rs. 5 
lakhs, which must be underwritten by the Industrial 
Bank. The functions of this Marketing Company will be 
comprehensive. It will grant aid to artizans, help them 
with advice from time to time regarding the requirements 
of the market, supply them with raw materials on credit, 
purchase their products, open branches and stores through
out the Province, push forward the sales of their products, 
and render practically every sort of aid they may require. 

So far as the Mysore State is concerned, the indus
tries likely to require help in the near future are understood 
to be so few that there ma.y not be sufficient scope or 
custom for a joint-stock Financing and Marketing Compa.ny 
on the lines proposed by the Pochkhanawalla. Committee.· 

The Apex Bank with its large surplus funds should 
find it possible to help industrial Societies to a larger 
extent than now. The idea that it might be possible for 
the Bangalore Central Co-operative Bank (which is now 

.ricW evidence of the Directorof lmlustries aud Comlllel'oo in HySOl'e. 
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a. " Central" institution only in name) to carve out a 
place for itself and develop as a. financing institution for 
industrial co-operative Societies in the State, was put for
ward by one of the Directors of the Bank during his 
examination. The idea is one that seems worthy of con-
sideration. . 

The provision of adequate marketing facilities' is 
a most important matter, and requires continuous and 
systematic attention from the Department of Industries 
and Commerce. 

On account of its economic importance and the We&v.ing 
. h" d (Textil • number of persons It supports, t e weavmg m ustry Ind..ky). 

comes next after agriculture. "The handloom industry 
of India. is' still of great importance in the national 
economy,. and has, up to the present, . shown remarkable 
vitality in the face of competition with factory products. 
It is likely to remain the principal form of village indus-
try, and there is no immediate reason to fear its decline."* 
The work turned out by the handloorn weavers varies 
from the ~mmonest to the finest stuffs. The earnings 
of weavers have in recent times been seriously diminished 
by the competition of the mills, the introduction of the 
fly-shuttle loom, and the importation of foreign goods: All 
this has made it very difficult for the weaver-steeped 
as he is in debt, as well as illiterate and ignorant of 
market conditions-to find a. market for his cloth or 
otherwise to make the best use of his skill. The lowering 
of prices and the general depression have further affected 
the sale of his a.rticles. 

It is not surprising that the wea.ving industry is 
showing a. strong tendency to decline. If it is to survive 
the inoreasing competition and continue to afford to the 
artizans a. reasonable profit for their lahour, if weavers as 
a class are to be freed from their hopeless and stifling 
dependence on the middleruan for credit and for sale of 
their products, this can only be done by suitable organiza.
tion, specia.l financial and marketing help, and competent 
techniea.1 and expert guidance. 

Much had been expected in all these directions from 
the co-operative movement; but the result 80 far has been 
negligible. The ordinary village oredit Societies natural
ly cannot finance the industry on any adequate scale. 
Special Societies for weavers have been formed for supply
ing the members with the credit required, for purchasing 
for them the requisite raw materia.l, as well as improved 
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looms and other implements, and, also, for arranging for 
the sale of their finished products. Unfortunately, most 
of these special Societies in Mysore are doing little, if any, 
work, and their condition as a whole can only be described 
as very unsatisfactory. 'fheir number as weI! as member
ship is steadily diminishing. Far from serving their 
original purpose, they have degenerated for the most part 
into mere credit institutions for advancing small loans to 
weaver mewbers, and even this function tbey do not 
always efficiently discharge. 

Members, also, are not always loyal to their Society; 
and it is not an uncommon thing for a ,man, when in 
need of more money than the wages paid to him, to sel! 
the article produced to a shop-keeper instead of handing 
it over to his Society. 

Weavers' Societies can only be _rehabilitated by 
special measures of help on the part of Governwent. In 
the year 1919, as part of a schewe for the development 
of the weaving industry in the State, the Government 
placed a sum of Rs. 50,000 at the disposal of the Regis
trar to be advanced to co-opel"a,ti ve Societies for purchas
ing yarn and otber materials and for making suitable 
marketing arrangements. But very few of the Societies 
took advantage of the subvention, which was afterwards 
reduced to Rs. 10,000. An attempt is heing made to 
assist the Bangalore Weavers' Co-operative Society by 
the grant of an easy loan, the supply of technical 
advice, and an iwprovement of the management. Quite 
recently the Apex Bank has given a cash credit of 
Rs. 40,000 in favour of the Society; and, in addition, the 
Government have sanctioned the Registmr's proposal to 
grant to it a subvention of Rs. 100 per month, and have 
ordered the deputation of a Weaving Inspector to help the 
members of the Society with advice and guidance. Among 
other direotions in whioh the State is helping the industry 
are tbe gmnting of loaDS on easy terms, the opening of 
training sohools_ for .weavers, tbe introduotion of new 
metbads of weaving, and of improved looms on the hire
purchase system, tbe teaching of scientific methods of fast 
colouring, and the supplying of new ideas for patterns. 
The key to the problem lies in the supply of sufficient 
raw materials, the profitable marketing of the products, 
the guarMlteeing of the quality of goods, sound manage
ment, and adequate funds. All these requirements 
indicate various practical difficulties of organization and 
supervision, which cannot bl' ml't except by the formation 
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of e. Central Society, and provision for expert advice and 
guidance. 

It has been suggested that Weavers' Societies Buffer by 
the entry of merche.nts into them e.s directors, furthering 
their own interests at the expense of the poorer members. 
Membership should certainly be confined to professional 
weavers only, merchants being excluded. The position 
is dilfereut where men of influence and capacity from 
among the community itself come forward, as they are _ 
beginning to do, to guide and assist their fellows. Ulti
mately, indeed, no scheme of amelioration has a chance 
of success unless the leaders of t.he community actively 
co-operate in the process. 

The Industries Department maintains at Bangalore Art .. nd 

an Arts .&ud Crafts Depot, which stocks articles pro- Craft. Depot. 

duced both by Government agencies and by Societies and 
others. It is doing good work in the Illatter of obtaining 
sales and procuring orders and also giving publicity and 
advertisement to the institutions concerned. 

Sericulture is next in importance to handlooID weav- Sericulture. 

ing as an industry widely followed in Mysore,.and more 
or less pecnliar and adapted to local conditions. It is, 
however, snffering from the persistent competition of 
cheap foreign sil ks in the Indian market, and the inade-
quate protection granted to indigenous silk and silk 
fabrics. 'fhe Mysore Goveroment have been making 
substantial grants every year with a view to bring down 
the cost of production of local silk, chiefly through the 
supply of disease-free seed to sericnlturists. . 

The Sericul tural Department gives material assistance 
and advice to the Societies in the preparation and 
distribution of disease-free layings, in cha-wki reru:ing. in 
training members in sericultural technique, in the market
ing of cocoons, in maintaining accounts, in recovering 
dues frolD memb6l'l\ and in other we.ys. 

There were 20 Sericultural Co-operative Societies 
at the end of 1934-35, but 6 of them were not 
working. The Societies are not self-supporting, and their 
resources are snpplemented by small loans from 
Government. 

The work of these Societies is bampered by the in
adequacy of funds and the lack of technical guidance and 
help. What they most need is said to be the services of 
a technical worker, one for each Society, on Rs. 25 to 
Rs. 35 per month, for carrying on the necessary technical 
operatiollS. Increased sales are expected to meet a part, 
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about a half, of the cost; the balance will have to be con
tributed by Government. 

The cocoons prepared by the mcmbe~s of Societies 
are purchased by the Government filature and by private 
parties for the production of raw silk. A desirable exten
sion of co-operative activities would be afforded by 
arrangements for the joint marketing of such cocoons 
and, where possible, for joint reeling. . 

Reeling is at present carried on by small individual 
capitalists, who sell the raw silk to weaving Societies and 
others. In order to ena.ble the work to be carried on at 
a profit, it seems wortb. while to investigat.e the possi
bilityof organizing co-operative reeling Societies, aided 
with Government funds and supervised by the Sericul
tural Department. In this way it may be eventually 
possible to bring about some co-ordination between the 
three allied industries. 

It may be mentioned that there were at one time 
a few combined agricultural and industrial Societies 
for hulling paddy, crushing sugarcane, manufacturing 
jaggery, a.nd the like. The rice-hulling and jaggery 
manufacturing So«ieties did not show good results, 
mainly owing to mismanagement and the absence of the 
true spirit of co-operation, as found by the Samaldas 
Committee. . 

Apart from cottage industries which have already 
been dealt with, large scale manufacture requiring much 
capital and special marketing arrangements does not 
seem adapted for co-operative enterprise under present 
conditions in Mysore. 

5. Sto1'es. 

The consumers' movement has made appreciable 
progress, chiefly in the cities of Bangalore and Mysore, 
and also in connection with employees of the Police, 
Military and Railway Departments and of the Mills. 
The field for expansion in other looalities and direotions 
appears for the present to be limited, 

In the oase of villages and small towns, a system of 
joint purohase on indent is found more suitable than a 
regular Store, and is worked successfully in some Socie
ties. 

There are at present 84 oonsumers' Societies, with a 
membership of 17,488 and a working oapital of Rs. 22'18 
lakhs; and tht:'ir turnover during 1934-35 amounted to 
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Rs. 27 lakhs. Many of these have banking sections 
attached to their Stores. Others are really non-agricul
tural Societies running Stores as part of their work. 
Very few are Stores pure and simple. 

Stores as a rule can only be successfully worked in 
areas with a fairly large population. Even there they 
have often considerable difficulty in making a headway, 
They have, in the first place, to compete with old estab
lished concerns. They are further handicapped by 
restrictions as regards credit sales, which are not observed 
by the market trade. Expert management coupled with 
a large turnover is essential to success; hut this is only 
possible in the larger towns, aDd in Societies where either 

. competent paid managers, familil.r with the conditions of 
the markets, can be entertained, or - there are members 
who are not merely enthusiastic advocates of co-operative 
methods, but are also able to organize and conduct effici
ently the business of buying and selling. The ill-success 
of many Societies has been due chiefly to incompetent 
management o.nd to an. absence of loyalty on the part of 
members: The relatively heo.vy rent and establishment 
charges form another handicap to success. Stock-taking 
is difficult and cumbersome. A.rticles stored are liable to 
rapid deterioration and wastage; and perishables must be 
quickly disposed of to avoid loss. Prices are subject to 
fluctuations. Latterly the general fall in prices and con
sequent reduction of profit has led to the ill-success of 
many Societies. 

Apart from the fact that it is not always possible in 
rural areas to keep banking and trading apart, it is found 
to be advantageous in small Societies to combine supply 
with credit when there is not on either side enough work 
to justify a separate organization. It may be that on 
principle there is something to be said against Stores 
Societies . doing ,banking work in addition. The two 
operations are essentially distinct; by combining them, 
the iuterests of both are apt to Buffer, while work of either 
kind cannot be donE.' as efficiently when combined as when 
it is independently carried on. There are, however, other 
considerations which make such a combination advan
tageous, especially in the earlier stages. Often there is 
not enough capital to run a Stort> by itself; and the 
receipts are at first insufficient to meet the whole of the 
working expenses. In such circumstances urban Store 
Societies have occasionally added a tanking section with 
a view to attract capital, while credit Societies by adding 

8~~jlll 
diffioulties. 

Combination 
with bauking. 
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a store section have found the combination actually 
helpful to the Store by providing a ready-made clientele. 
But when the store section has established itself as a 
growing concern with adequate capital, there is every 
reason why it should separate itself and arrange for 
expert management. It must not be ignored that there 
is risk in a credit Society which holds large deposits from 
non-members employing the same in the business of a 
Store. And, on the other hand, the appropriation of the 
profits on sales to swell th~ dividends on share capital is a 
temptation not easily resisted. 

The proper regulation of prices is an important part 
of the business management of a Store. The usual prac
tice is to add to the cost price of articles cart-hire, profit 
at so much per rupee, and an allowance for deprecia
tion. If goods are sold at a fixed rate of profit over cost 
price, they may sell rapidly when market prices are higher 
but will be left as dead stock when market prices become 
lower. In fixing prices, therefore, regard should he had 
to the current market rates, from which they should not 
ordinarily vary to any marked extent, and allowance must 
be made from time to time for fluctuations in prices. The 
aim should be not simply to sell at cheaper rates than 
the market,-they must not, in fact, be much cheaper,
but to provide articles of better quality, in other words, 
to give full value for the money paid. 

Co-operative Stores must buy wholesale, and buy 
Illore directly from the sources of production than they do 
now. Only articles in common demand and likely to find 
a ready sale should be stocked. Purchases should be 
made cheaply during or shortly after the harvest. It 
will usually be preferable to buy things at intervals during 
the year, rather than once for all. 

Purchases should be made hy a properly selected trade 
sub-committee, the members of which have some know
ledge of where, when, and how to buy the articles required. 

Sales may be extended to non-members if necessary 
to secure bulk purchases, or where operations, if confined 
to members, would be uneconomical or unprofithble.· 

Cash sales should be the rule for all ; but where credit 
is allowed, it should be restricted to members, and to the 
extent of their paid-up share or other assets in the Society. 
The profits derived from Stores should, after the pre
scribed allotment to reserve and after paying a reasonable 
preferential rate on shares, be disbursed entirely on custom 
in the shape of rebates to memhel's. 
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Stock should be taken of goods frequently-· at least 
twice a year in the case of cloth, and once a quarter in 
the case of foodstuffs. Depreciation should be duly 
allowed for; but losses due to actual deficiencies in 
stock-taking should be debited to the profit and loss 
account. 

In institutiolls which combine credit business with 
Stores, members wishing to make purchases on credit are 
reqllil'ed to go to the credit department, obtain the requi
site credit, and make their purchases for cash. Where 
credit and trade are thus com bined, it is desirable to keep 
the accounts Reparate. 

A co-operative Store is not an ordinary trading 
concern working for profit. Its advantage must be 
brought home to members, not through the declaring of 
profits on capital or the charging of unduly low prices, 
but rather through the encouragement to custom afforded 
by a periodical return or rebate proportioned to their 
purchases. 

A Central Store is. an affiliation of primary consu- Central 
mel'S' Societies, or an apex wholesale Society. As snch, Store, 

it should be built up by the efforts of co-operators, and 
not left to individuals to initiate or exp-]oit. Individuals 
should be eliminated from membersliip, all the shares 
being held by the Societies themselves. 

Considering the number of consumers' Societies in 
existence, there would seem to be obvious advantages in 
having one strong central wholesale organization, which 
could make purchases at souroe in large quantities for 
supply to small Sooieties. If buying was done by suoh a. 
central organization, the advantages of wholesale pur
chase could be shared in by all the affiliated Societies, 
relia.ble and timely information would be available rega.rd
ing goods, prioes, seasons for purchase and so on, and the 
cost too of articles sold could be materially cheapened. 
There are possibly some dra.wbacks (such as the slight 
addition to cost incidental to purehases having to be 
made through another organization, the likelihood of the 
Central StMe not being as oomplaisant as a private trader 
in taking back unwanted goods, and so on) ; but they &l'e 
all more or less trivial. 

It must be admitted,however, that there is no 
insistent demand at present for a Centra.l Society, while 
the need for the Ia.rge capital and expert management 
required will remain as an obstacle in the wa.y of its near 
rE'.alization. 
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Even as it is, instead of each Society making its own 
purchases and fixing its own prices independently of the 
others, it would be well for them to make joint arrange
ments for making wholesale purchases of 'their require
ments from a common source, such as sugar from the 
Mysore Sugar Factory, and cocoanuts, ghee, coffee, and 
other requisites direct from the producing agencies on 
joi,nt indents, !Iond thereby obtain a material reduction in 
pnces. 

Store Societies may, if funds permit, produce several 
of the goods which they sell, such as oil, flour, fresh coffee 
powder, ghee, and so on, establishing their own plant for 
certain purposes (as has been done, for instance, by the 
Malleswaram Stores and the Bhadravati Co-operative 
Society). It has even been suggested that they may 
prepare wholesome comestibles and run restaurants for 
the service of their constituen ts. -

There is, in fact, nothing to preclude the combination 
of different forms of co-operation which benefit the same 
hody of consumers. As observed by the Burma Commit
tee on Co-operation, it would be to stop ha.lf-way and 
leave the work unfinished and indeed inefficient, if 
consumers' Societies confined themselves to distributing 
co-operatively the wealth which could continue to be 
produced under the competitive system. As soon there
fore as consumers' Societies have reached a cert~jn stage 
of development, they may well begin to produce the 
articles they require, and eventually, by controlling the 
products in all their stages, reach the final limit of 
cheapness. 

There are very few purely producers' Societies at 
present. With a larger organization of producers' Socie
ties, it might be desirable to have a direct link between 
them and consumers' Societies. 

6. Buildillg Purposes. 

The provision or" suitable housing accommodation 
for the poorer classes and persons of limited means, espe
cially in urban areas, is everywhere looked upon as an 
important branch of nation-building activity. The hous
ing movement has made great progress in various pa:rts 
of India, especially the Bombay Presidency, whICh 
now stands foremost in this field of co-operative activity. 
Co-operative house-building was taken up early enough in 
the Mysore State, but the progress achieved has been 
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slow and unsatisfactory, and has not come up to expecta
tions. 

There are at present 25 House.bnilding Societies so 
called. But they are in fact merely credit institutions, 
their work being limited to the granting 'of loans for the 
construction and improvement of houses to the exclusion 
of other purposes; tbey are themselves not undertaking 
or otberwise co-operating in tbe actual construction of 
buildings. Their membership, wbich is at present only 
2,838. comprises mostly persons of the middle classes 
with limited means. Tbere is no particular provision so 
far for the co-operative bousingof the working classes,
a task with which Societ·ies cannot ordinarily be expected 
to grapple witbout special help and facilities. The work 
of slum clearance and re-construction is one mainly for 
local bodies; but the services of Housing Societies may 
often be l'E'quisitioned with advantage in the building of 
cbeap sanitary huts and houses. 

Honse-building Societies would be more true to their 
designation and proper purpose, and much more useful to 
their members and to the community at large. if they 
could take direct and acti,e part in constructional work. 
A lead to some extent in this direction has been given by 
the Bangalore Housing Society. Societies of the kind in 
question should help members with type designs. as well 
liS assist in the preparation of plans according to indivi
duaJ tastes and requirements. They should be able to 
procnre building materials cheaply, and where possible 
they should join with other Societies iIi ordering o~ 
manufacturing them. They should also in time take up 
tbe work of construction for their members, whether 
through their own agency in the case of Societies whicb 
can employ such agency. or tbrough reliable contractors 
engaged on appro\'ed rates. Where they have adequate 
funds and proper expert help. and especially where they 
have themselves undertaken the supply or manufacture 
of bonse-building matt'rials, they may well build a certain 
number of model houses at their own cost on well COD

sidt'red type-plans and either lease them to members or 
sell them on the instalment system. In the latter case, 
the p<'riodical payments may be slightly higher than the 
rent, and sufficient to make up the full amount of price in 
from 20 to 25 years. 

The instalment or hire-purchase system referred to 
above is that which is most snitable to the case of poorer 
persons who cannot provide any portion of the outlay 
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required as work is in progress. In the tenant co
partnership system, which is said to be very successful in 
the West, the occupant does not get the ownership, but 
cannot be ousted as long as he pays the rent; and out of 
the rents collected, after deducting expenses, depreciation, 
etc., the balancE' is returned to him when he ceases to be 
a member. This system is apparently not adapted to 
Indian requirements, except perhaps in large cities and 
populous centres. People here desire to own their houses. 
What is required is an arrangement for providing houses 
on condition of repayment of the cost with interest within 
a period of 20 to \l5 years. 

The equated system of repayment should be generally 
adopted. Under it repayments in the initial years are 
considerably smaller than under the alternative system; 
and its adoption would enable many who cannot make 
the big repayments to share in the advantages offered by 
the Societies. A rebate of half per cent below the rate 
charged should be granted to members, and by Govern
ment to Societies, for payments made in advance. 
Repayments should be allowed either monthly or annuall:y. 

The capita! required for the steady and systematic 
prosecution of house-building activities even on a moderate 

. scale over the different urban areas is bound to be very 
large-probably in the neighbourhood of Rs. 50 lakhs,
and cannot be provided by the ordina.ry Societies. Central 
financing institutions cannot lock up their funds in long
term loans of the kind that would be required, and cannot 
obta.in their usual rates of interest on loans made for 
house-building. It will hardly be practicable, even if 
advisable, to authorise individual Societies to raise their 
own debentures; besides the difficulties and complications 
involved in such multifarious issues, the bonds themselves, 
even with a. Government guarantee of interest, are not 
likely to be popular. 

A Central House-constrl,lction Soc~ety would have 
greater facilities in this respect. But the utility of such 
an institution has to be considered primarily from the 
point of view of the functions it can properly discharge 
in regard to constructional activities. Housing is 
essentially a lOcal problem; and it may be said that 
local Societies are generally better situated with regard to 
the mode of tackling it. Prices, wages, and other condi
tions also vary in diff('rent localities; and a. Central 
Society is not so well adapted to deal with them. On the 
whole, though there are no doubt various advantages in 
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ha.ving one Centra.l institution- concerned both with 
housing activities and finance, (such -as the ability to 
employ a.n expert technical staff, and the opportunity for 
making considerable economies through wholesale pur
chases and ma.nufacture of materials), the scheme does 
not seem to be quite pra.ctica.ble at present. 
_ But at the same time, baving regard to the number 
of House-building Societies already at work and the 
increasing extension of such a.ctivities in various parts 
of the Sta.te, and also to the large amount of money 
required for their needs, it seems necessary to have one 
Central institution entrusted with the function solely of 
providing the requisite long-term fina.nCe. If the Apex 
Bank ca.n underta.ke this in addition and without prejudice 
to its ordinary functions, it may be entrusted with the 
duty; if not, the question of forming a sepa.rate Central 
financing institution will ha.ve to be considered. 

. It is now generally recognized tha.t State assistance 
is not only essential, but proper, as a legitimate contribu
tion towards the solution of the urgent problem of housing 
and the relief of congestion. The Mysore Government 
have in fact offered to help in this way Societies, rural or 
urban, which may be formed for house-building purposes, 
provided they have sufficient financial stability and are 
Ii kely to benefit a fa.irly large number of people. In 
accordance with this policy, the Government have pla.ced a 
cash credit of Rs. H lakhs at the disposaJ of the Apex 
Bank at 4i per cent interest, for being advanced to House
building Societies in the mofussil, and have also sa.nctioned 
a loan of Rs. H lakhs a.t 5 per cent interest to the Banga
lore Housing Society, which lends to its members at 61 
per cent. 'fo enable Societies to make full use of such 
assis~ance. it is necessary to lower the mte of interest to 
members to not more than 6 per cent at most and to 
extend the period of repayment up to 20 or 25 years. We 
recommend that the Government may be pleased suitllobly 
to alter the terms of their loans to allow of this being 
done. 

The laying out of small cottage sites on an adequate 
scale is a recognized neoessity in all growing towns and 
cities; and without systematic provision in this respect 
the proper development of house-building activity is im
practicable. The law should be suitably u.mended so as 
to permit of the compulsory acquisition, on behalf. of 
co-operative housing Societies, of land required for this 
purpose. 

5 
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Local Bodies likewise may do a great deal to further 
the work of housing Societies by helping them to obtain 
sites in suitable localities at reasonable upset prices and in 
compact blocks, and by special attention to the formation 
of streets and conservancy lanes, the provision of drain
age, water supply and lighting, and other recognized 
municipal services. Where the work undertaken by a 
Society is on a large scale, free technical assistance should 
be given by the Public Works Department. 

7. Labour. 

The potentialities of co-operation for the labouring 
classes are being realized and worked out in the Madras 
Presidency. Several Labour Societies have already been 
formed there with the object of taking labour contracts 
direct from Government, Looal Bodies and individuals, 
thereby securing for their members large profits which 
wonld otherwise have gone into the pockets of contractors. 
The members, who include road-makers, wood-cutters, 
cartmen and field labourers, are the shareholders, and 
provide the necessary capital supplemented by loans from 
co-operative Banks. These Labour Societies are no 

.doubt under a handicap when competing for contracts 
with professional contractors; but with promises of work 
from the Public Works Department and Municipal and 
other Local Bodies, the prospect must be a hopeful one. 

There seems to be scope in the Mysore State for 
similar organizations started and worked' under official 
initiative and with departmental encouragement. 

8. Rural Welfare. 

Some amount of useful social service of the kind 
associated in people's minds with the phrase "rural wel
fare" (or its high-sounding equivalent "rural reconstruc
tion") may be and ill being done by co-operative Societies. 
The scope of such service is determined by the provision 
of Jaw (Section 34 of the Regulation) which enables Socie
ties, with the sanction of the Registrar, to contribute a 
maximum of 15 per cent of their net profits (after making 
the prescribed allotment to reserve) to "any charitable 
purpose". This phrase includes" relief of the poor, edu
cation, medioal relief, and the advancement of any other 
object of publio utility," (other than one which relates 
exolusively to religious teaching or worship). 
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This gives Societies a fairly large margin of discre
tion, which has been availed of for such objects as the 
education of the children of their poorer members, the 
maintenance of libraries and reading rooms, gifts to insti
tutions for poor and needy persons, and the like. 

It is to be desired that some at least of the available 
charity funds should be pooled tog.ether and systematically 
used for some .common purpose benefiting. the movement 
as a .wbole, such as propaganda and education. 

Sooieties may also set apart small sums every year to 
be utilized fortbe promotion of the sooial amenities of their 
own neighbourhood (as in the matter of mdio installa
tions), or to be entrusted to the local Village Panchayats 
for objects of village improvement. Except in these 
and similar ways, it does not seem possible for co-opera
tive Societies as such directlv to undertake rural recon
struction work to any effecti-ie purpose, if they are not to 
nf'glect . tbeir legitimate functions. Tbe co-operative 
method haR no doubt been sometimes described as the key 
to rural reconstruction work; but a comprehensive service 
requires very much more than the limited aid. wbich co
operative Societies can at present give. 

The work falls rather within the province of Village 
Panchayats already functioning all over the State. A 
noteworthy step in this direction has been taken by the 
Government in an Order of 9th May 1936. With a view 
to the adoption of more intensive efforts in the matter of 
mral welfare, it bas been decided that a certain number of 
villages in each District be selected for special attention 
by the Development Departments concerned, and various 
items 'of work {settled with reference to local needs and 
facilitif's and to the funds available} taken up and carried 
out under proper official guidance and responsibility, and 
with suitable money grants, so that these. villages may 
eventually serve as examples of what good Panchayat 
administration should be. 

5* 



CHAPTER IV. 

FINANOING INSTITUTIONS. 

1. The Co-operative Edifice. 

A fundamental source of weakness in any organiza
tion is the lack of ooherence between its various parts. 
The edifice of Co-operation is in theory, and should be as 
far as possible in actua.Jity, a well-knit, closely co-ordinated 
structure bound together by common interests and 
energized and governed by oommon aims. At the base 
will come the primary oredit Societies with little or no 
share oapital but with unlimited liability, which are 
associations of borrowers and non-borrowers, oonsisting 
of the residents of a locality who know one another and 
may naturally be expected to take interest in one another's 
affairs. These sha.de off into associations· with limited 
liability, consisting of persons drawn from a wider circle, 
and held together not so much by mutual knowledge and 
trust as by the bond of a common economic interest, in 

. order jointly to carryon enterprises requiring a substantial 
amount of share capital. The primary Societies of both 
types in a. sufficiently large and compact area will 
federate themselves into a regional institution, called a 
Central Bank, with a view to its helping them with 
finance and ad vice, and acting as a balancing centre for 
them. The Central Banks in their turn will become 
affiliated to a single Provincial or Apex Bank, which will 
not deal directly with the primary Societies, but act as a 
financing agency and balancing centre or clearing house 
for the Central Banks, forecast and arrange for provincial 
requirements as a whole, and link up the co-operative 
credit organization with the general money market and 
commercial Bauks .. 

While this is the theoretical oonoeption, actually 
the various parts of the structure have oome separately 
into existence, and function more or less independently of 
one another. 

'I'he need for a Central financing institution for 
Mysore was not felt till 1908. Most of the earlier 
Societies were of the non-agricultural credit type, able 
for the most part to raise their own funds. Only with 
the development of agricultural credit Societies diel the 

68 
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necessity arise for a special agency to finance them. The 
Bangalore Central Co-operative Bank was established in 
1908 to take up this function, along with the financing of 
individuals. It was followed by a. number of District and 
Taluk Banks and Federal Banking Unions, and, lastly, 
by the Mysore Provincial Co-operative Bank in 1914 . 

. 2. Federations or Unions. 

Federal Co-operative Banking Unions, which were 
started for financing affiliated Societies and for general 
supervision and propaganda, have not fulfilled their 
purpose to any satisfaotory extent. The area of their 
operation being limited, they were handicapped (or funds, 
and were unable to undertake work involving expenditure. 
Ultimately the Government sanctioned their being wound 
up as financing institutions. One Union has had its 
registration cancelled, and the accounts of the rest are 
being a.djusted prior to similar action being taken in 
tbeir case. 

3. lJUJtrict Centml Bl1Iltks. 

The District Central Banks, of which five were regis
tered in and subsequent to 1919, have also not worked 
satisfactorily. They either did not start work or did not 
function properly, and became practically moribund. 
Their failure must be attributed mainly to inefficient 
management and inadequate supervision, as well as to 
the difficulty found in recovering the loans advanced to 
primary Sooieties. Having proved unequal to the task 
of financing the primary Societies, they have been wholly 
displaced by the Apex Bank. These Banks are now in 
course of being wound up. 

4. Bangalol"c GelltraZ Co-uperatit'e Bank. 

Both the Bangalore Central Co-operative Bank and 
the Mysore Provincial Co-operative Bank were provincial 
organizations working on similar lines and for similar 
ends. To remove the anomaly and to prevent mutual 
competition, each was given a separate jurisdiction within 
which the other was not to work. But the a.rrangement 
did not prove satisfactory. The Mysore Co-operative 
Committee of 1923 considered that one strong Central 
financing institution, with branches at district head
Iluarters, would be sufficiE'nt to meet the needs of all 
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primary Societies, arid suggested (aulOng various alterua
tives) that the two Banks should be amalgamated. '1'he 
Bangalore Central Co-operative Bank was opposed to 
amalgamation, and preferred to confine its activities to 

, the financing of individnals. It was therefore permitted 
in 1925 to be converted into an urban Baok with a 
provincial jurisdiction, dealing solely with individual 
sharebolders throughout the State, with the restriction 
that, to avoid competition with primary Societies in 
rural areas, it should not grant loans below Rs. 2,000 to 
individual shareholders outside the Bangalore City. 

5. Provincial Co-opemtive Ape;< Bank. 

As it was considered necessary to have a properly 
organized Apex Bank to attend to the financing of the 
primary Societies in the State, the Mysore Provincial 
Bank, which originally shared that task with the Banga.
lore Central Co-operative Bank, was converted into an 
Ap·ex. Bank. While endeavouring in thn,t capacity to 
subserve the financial requirements of the movement as a 
whole, it also exercises the functions and powers of a 
Central Bank. In the absence of any other Central 

,Institution, it is now the sole agency for the financing 
of Societies, giving thelIlloans directly without the inter
vention of the District Banks. 

In connection with the arrangements referred to 
above, the Government had directed that the assets relat
ing to Societies belonging to the Central Co-operative 
Bank should be transferred to the Apex Bank on a valua
tion to be made by Arbitrators. Effect has not yet been 
fully given to this arrangement though more than ten 
years have elapsed. It is time the matter was settled 
once for all in the interests of all the institutions con
cerned, if necessary by its being referred to a small Board 
consisting of the Registrar as Chairman and one represen
tative of each of the. two Banks. 

6. Future Policy, 

Opinion as to future policy is for the most part in 
favour of. a continuance of the present arrangement. It 
is true that an Apex Bank has for its primary object tbe 
direction of provincial finance by the control and support 
of Central Banks, and that, strictly speaking, "it must 
confine Hs dealings with co-operative institutions to 
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Central Banks, and leave to them the work of dealing 
with Societies."· It need not also be denied that there 
are distinct advantages in having a limited number of 
Central Banks, one for a group of Districts if not for each 
administrative District. which will have direct and inti
mate touch with the primary Societies in their respective 
areas and will be able to operate with full local knowledge 
and some final responsibility. But in the circumstances 
in which the District Central Banks of the past have failed 
to justify their existence, and in the absence of any present 
necessity for such intermediate agencies, there seems no 
reason why the Mysore Provincial Apex Bank should not 
be able to carry on as sole financing agency for the pri
mary Societies in the State, wit,h the aid of branches to 
be established by it in the_ more important centres 
(beginning with the Mysore City) as the need arises. Each 
branch should be placed in the charge of a competent 
full-time paid Secretary or Manager. Such an arrange
ment will conduce to economy in management, and inci
dentally facilitate the transference of funds. The absence 
of local knowledge and the necessity of having to devolve 

. responsibility on agents ace no doubt disadvantages; but 
they may be minimized by associating with the work of 
the branches local advisory committees, composed partly 
of the elected representatives of affiliated Societies and 
partly of members of such Societies nominated by the 
directorate of the Apex Bank. The local committee 
may be invested by delegation witli powers of supervision, 
including the power to sanction lo~ns up to a. limited 
extent. .. 

After some experience is gained of the working of 
these branches, the question may then be considered of 
converting them into autonomous Central Banks, while 
retaining the essential features of _ a co-ordination· of 
business functions with the Apex Bank, 

'l. Central bwtitutioml generally. 

The Provincial Bank, as already observed, is per- F1mctio.&. 

forming the double function of a Central Bank and of an 
Apex Bank. In the one capacity its aim is to raise funds 
for supplying the needs of primary Societies, and, in 
addition, to balance the funds of the Societies as a whole, 
by making the surplus resources of some available for 
others suffering a deficiency. In the other capacity, its 

• Ptr .Maclagan CgUlll1iHee. 
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main business is to co-ordinate the working and control of 
the fina,nces of the co-operative movement on a provincial 
basis. 

In order that the movement may function efficiently 
and profitably, it is necessary that the connection to be 
established between it and the money market should be 
brought about through the Central financing institution. 
Balancing being performed by the Central institution 
and by it alone, primary Societies (including urban 
primary Banks) should be forbidden to have direct financial 
relations with each other., Uncontrolled interlending as 
between Societies is considered to involve an interlocking 
of liabilities which may well lead to trouble. 

Membenhip. Of the three possible types of Central Institutions, 
that in which the shareholders are solely individuals was 
never attempted to be formed in Mysore, and has practi
cally disappeared in other parts of India. The second 
type, in which membership is confined to Societies, is in 
theory the most suitable and desirable, and represents the 
ideal to which the financial structure of co-operation 
must aspire. But its successful working requires trained 
and skilled management, which at present cannot be. 
provided solely from the representatives of primary 
Societies. It is therefore generally recognized tliat the 
third or mixed type, of which the membership includes 
both individuals and Societies, is the best fitted for exist
ing conditions, and this is the type of Central institution 
which is predominant. In this mixed type the member 
Societies are assigned a certain proportion of tbe shares 
(usua.lly more than ha.lf) and given suitable representation. 
on the committee of management, and the services of 
individual sympathizers are also secured for the insti
tution, by admitting them as shareholders. The share 
capital is a.s large as possible consistently with economical 
working in order to reassure the public and to attract 
deposits. Provision is made for reducing to a. minimum 
the number of non-working individual sha.reholders and 
for giving preference to new Societies in the allotment of 
additional shares. Voting is by individuals and not by 
number of shares; and proxy voting is not allowed. There 
should be a rule definitely disqualifying representatives of 
defaulting Societies from voting at general meetings. 

Lo.n. 10 The raison d'lItre of a Centra.l institution is to finance 
Individuals, the Sooieties whicb are affiliated to it. That being so, 

the Provincial Bank should confine the grant of credit to 
Societies, leaving individuals to obtain their requil'ements 
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from primary urban -a.nd other Societies, which already 
exist for this very purpose. Where a Central Bank has 
developed from an ordin~ry urban So~iety, it isintel~igible 
that it may have to contmue for a time the pra.ctlCe of 
granting advances to individual shareholders. There is no 
such justification in the ca.se of the Mysore ~rovi~cia~ Ba:nk, 
which has always been a Central financmg lDstltutlOn. 
In the proposals which led to its conversion into an Apex 
Bank, one of the nine " principles" the adoption of which 
was considered necessary by the Samaldas Committee 
was the restriction by the Bank of loans to Societies only. 
The view that the function of a properly organized Apex 
Bank is "to attend to the financing of the primary 
Societies in the State," was accepted by Government in 
their Order of 30th March 1925; and the direction that 
" the Apex Bank should restrict its loa.ns only to Societies" 
was reiterated in a later Order of 6th December 1927. 
One of the rules· issued by Government under the 
RegUlation dis&inctly lays down tha.t" no loan shall be 
granted by a Oentral Bank to any member other than a 
registered. Society except with the general or special 
sanction of the Registrar." It cannot be said that there 
is any dearth of urban Banks and other primary institu
tions capable of meeting the credit needs of individuals. 
That being so, there is no good reason_part 'from the 
inadequate one of a possible reduction of profits-why the 
Apex Ba.nk should not in future confine itself to its proper 
and legitimate function of financing the primary Societies. 

On the view just exprE'ssed there is all the less diffi- LaOUll 10 

culty in disposing of the question, brought up before us on non-members. 

beha.lf of the Apex Bank, why the Ba.nk· should not be 
permitted to lend money to non-member depositors on the 
security of their deposits.· 

. Such loans are expressly allowed by ~he Madras Act, 
but .are not permitted in other provinces like Bombay and 
Burma; nor are they permitted by the Mysore Regulation. 
'Vhether a change in the law. is required is a ma.tter to be 
oonsidered on its own merits and in the light of loca.l 
conditions. As at present advised, we do not think a 
ohange is called for. 

A co-operative Society is under no obligation to its 
depositors in the matter of supplying them with credit; 

• Loan.. t(I the flx~n' of RI. 1,11.867 were W8Ued by the Apex Bank to nOD~ 
memoon during 198i4S6. ou the tleourity of their fixed deposita. the amonn, outstand
ing M on SOtb JUDe 1986 be-iDIl a •. l,n.l68 (not iueluding OYel'drawals on ourreot 
account to th~ e.xt('n~ of Re. 28,412). The col'responding amounts in the {'ase of 
m(\ln~n"~ Rli. i4.4G6 aDd na .... G,OOI (wbh,bd-oos no&! include overdra.wals, Re. 6,'lfrl). 
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its obligation is to return the deposits on maturity, pay
ing the periodical interest at the stipulated rates. People 
deposit their money with a Society because they think it 
is safe and worth while to do so, and riot under any 
expectation or understanding that an advance on the 
security of it will be forthcoming when required. The 
grant of loans is a matter in the discretion of the manage
ment, and in other institutions in the State is never 
made to non-members, whether depositors or not. It is 
of course permitted to a Society to invest a portion of its 
funds outside the movement; but this is a different matter 
from the systematic grant of credit to non-memhers. 

From the point of view of depositors there can be no 
real hardship in denying them accommodation on the' 
security of their deposits. It will usually he possible for 
them to raise money elsewhere, if need be by pledging 
these deposits as security with a commercial Bank. It is 
open to Societies, at the same time, to accommodate depo
sitors, as a matter of discretion and if their resources 
permit, by returning a portion of the deposits with a 
reduction in the interest payable. 

From the point of view of the Apex Bank, with 
which we are mainly concerned, it is no advantage to it, 
with its large idle funds, to attract superfluous deposits 
by the offer of adventitious inducements. The practice 
in question is said to have been adopted by the Bank to 
meet the severe financial crisis of 1922-23; its legality, in 
the face of the clear provisions of Section 29, was very 
properly questioned a.t the general body meeting in 1928 ; 
but 'it was thought it could be regularized by the pa.ss
ing of an enabling by-law, to wbich the approval of the 
then Registrar was procured, but without the ma.tter 
having been brought before Government and their sanc
tion obtained. The fact having since come to -the notice 
of Government, they have definitely ordered the disconti
nuance of the practice. It only remains to add that, 
the temporary conditions of crisis which induced its adop
tion having ceased to exist many yea.rs ago, and the pre
sent position of the Apex Bank as to funds being one of 
comparati ve prosperity, there is no rea.son for permitting 
its revivaJ either undel' an amendment of Section 29 or by 
a special exemption under Section 47. 

In- a. properly integrated co-operative system, there 
must be the closest bond of common interest between the 
Central and the primary institutions. It is well to keep 
thiR ideal in view even where the integration is imperfl'Ct. 
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A wo~king a.ssociation of units, based on a practical 
identity of interests, may itself be the condition of achieving 
an increasing measure of structural unity. In this view 
there can be no donbt that affiliation, which has hitherto 
been optional with Societies and generally induced by 
present expectations of obtaining credit, must be placed 
on its proper basis as a necessary condition of mutual 
benefit and community of interest. _ . 

The fact that, oub of nearly 2,000 primary Societies 
in the State, less than one-half are affiliated to the 
Apex Bank, while the number of Societies which have 
derived financial help from it in the shape of loans is 
much smaller still, points to an unsatisfactory state of 
things. 

On the onc hand, all primary Societies, rural and 
urban, should be required to affiliate themselves to the 
Apex Bank, and to invest their surplus funds and a sub
stantial portion of their un utilized reserves to the extent 
of one-third with that institution. l'he latter should, for 
its part, allow these. investments to be used as Hnid 
resource, 'provide suitable cash credit on the security of 
the investments, and otherwise grant prompt credit on 
relatively easy terms to the permissible extent, and should 
Mord to the affiliated Societies such facilities generally as 
can be obtained from joint-stock Banks. All this is in 
addition to tbe distinc~ advantage of representation on 
tho di~ectorate of the Apex Bank. 

NotB.-Mr. Rang" Ran i. of opinion that urban Societies should 
not be compelled to "ffiliate themselves to the Apex Bank, 
hut tb .. t, however, if they require any nn&lloo, they must 
go to theApex Bank, in which case they should necessarily 
affiliate themselves. Mr. Krishna Roo agrees with him. 

So long as the surplus funds of primary Societies a.re lIana ..... en' 

held in deposit by a. Central institution, it is essential, as ; Ar 
a sa.feguard against these funds being used speculatively au. 

or in a manner injurious to their interests, that their 
representatives should have a. deoiding voice in its ma.na-
geUlent. These representatives should, of course, be 
direetly elected by the Societies themselves 90S a body. 
The Board should have power to co-opt a few persons 
with special knowledge, who would have no votes. 
Where tra.nsa.otions are heayy, it will usua.lIy be desirable, 
for the speedy and efficient despatoh of business, to 
appoint a small executive committee, or one or more 
sub-committees, consisting mainly of resident members, 
to a.ttend to the routine work, to check the drulyaccounts, 
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to scrutinize loan applications, and generally to work up 
questions to be plaoed before the full Board. 

The management of the Apex Bank is now vested in 
a Board oonsisting of a President and 12 Directors, all 
elected by the general body of the Bank at the annual 
meeting. Beyond a hy-Iaw requiring that not less than 
six of the directors shall bc representatives of Societies, 
there is no definite system underlying the a,pportionment 
of seats. Nor is the total number of places quite sufficient 
to allow of a suitable representation being given to all the 
interests concerned. There are at present no explicit 
rules to regulate the conduct of electious to the directorate. 
It is desirable that the omission should be supplied. 

It is necessary, in our opinion, to raise the strength 
to at least fifteen, including the President. Five places 
should be reserved exclusively for representatives of rural 
Hocieties, and five for representatives of urbaJl Societies, 
both credit and non-credit; and two for representatives 
of individual shareholders. 'fhis will leave-besides the 
President, who will be elected by the general body,-two 
places; these, in view of the ultimate responsibility of 
Government for the financial stability and efficieut work
ing of the co-operative organization as a whole, not to 
speak of the substantial financial and moral support to be 
expected from such a source, should be filled by nomina
tion by Government. One of the directors so nominated 
may with advantage be the Comptroller. 

The constitution of the directorate of Central insti
tutions should be defined in outline in the Regulation 
itself, leaving details to rules. One such rule should 
provide explicitly for the automatic retirement every year 
.of a third of the directors by rotation. 

The need for a change in the composition of the 
directorate of the Apex Bank, coupled with a thorough 
revision of staff and better arrangements for supervision and 
audit, is forcibly illustrated by the fact that a series of grave 
irregularities, pointing to the systematic manipulation of 
accounts and misappropriation of funds amounting in the 
aggregate to a little over Rs. 40,000, was ouly brought to 
light towards the latter part of 1934, though they had been 
apparently going on unchecked for a number of years. 

"Ve have referred to the matter mainly to empbasize 
the need for a thorough reform of methods aud agencies. 
It is true that the business of co-operative finance is 
simpler on the whole than that of a joint-stock Bank, 
and that large urban Banks and even some Oentral Banks 
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ma.y (as shown by experience) be competently managed 
by l'etired officials, traders, !fl,wyers and professional men. 
But the management of a Proviucial Bank calls for prac
tical training and financial knowledge and experience of a 
higher order. The services of trained bankers on the 
<lirectorate should, where possible, be secured by 
co-optation if not by election. The Indian Central Bank
ing 'Enquiry Committee considered that the executive 
head of a Pl'ovincial Ba.nk should be a thoroughly trained 
banker with a competent knowledge of the pl'inciples and 
practice of co-operative credit. In this opinion we fully 
concur, and we recommend that early steps should be 
taken to engage on a suitable salary a duly qualified and 
capable person as Manager. It is essential also to have 
a qU!Llified A uditor permanently on the staff; such an 
appointment is understood to have since been made. 
With the large number of hands employed in the Apex 
Bank and the fairly attractive grades of pay given, it ought 
to be possible to recruit a better type of officials than many 
of those heretofore entel'tained. It is not superfluons to 
add that the directors, .as guardians of the interests of 
the general body, are expected to act under a sense of 
collective responsibility, and look into important matters 
themselves, instead of leaving them to one or two indivi
dual directors or the Secretary or the President. They 
are expected, in particular, to considel' regularly the 
audit reports, and take immediate steps to rectify defects 
brought to their notice and introduce checks and safe
guards where required. 

8. Banking Facilities. 

Incidental to its primary fuuctions as a financing 
and balancing centre, the Apex Bank accepts deposits 
from co-operative Societies and the geners.l public, and 
deals moreover in current account with the latter. It 
collects dividends from companies and periodical interest 
on stocks and securities, and collects the pay and pensions 
of public servants. It <loes not discount bills or do other 
outside banking business at present. 

As will be more fully explained in the Chapter on 
Long-term Finance, the Provincial Bank and other co
operative institutions should confine themselves to bor
rowing tby way of deposits and othcl'wise) and lending, for 
short and intermediate terms, leavi!lg long-term finance 
entirely in the hands of the Laud Mortgage Bank. The 
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issue of long-term debentures extending for more than 
ten years is also the special functiou of the latter, and, 
should be left to it. We have already made a separate 
recommendation with regard to the provision' of long-term 
finance for House-building Societies thl'Ough a Central 
institution. 

So far as primary Societies are concerned, they should 
seek loans and cash credits from the Apex Bank. But 
the Apex Bank, especially if it receives monies for com
paratively short periods and lends for fairly long periods, 
and 80 is dependent on fresh deposits for repaying those 
matured, may well look to the Bank of Mysore, which is 
a State-aided Bank, for special help of the kind given by 
the Imperial Bank and the new Reserve Bank in British 
India. It is understood that the Bank of Mysore, besides 
giving advances against Government paper and against 
fixed deposits with the Bank, is prepared to give cash
credit to co-operative financing institutions (with interest 
charged only on the portion of the cash credit utilized), 
to discoun t their bills and hundis, and to give them 
rediscounting facilities; also to provide for the issue of 
demand drafts by the Apex Bank on local branches with 
which the latter may have an account. 'What is chiefly 
needed is an arrangement with the Mysore Bank for giving 
adequate accommodation to the Apex Bank, in the shape 
of a cash-credit on the security, and up to 75 per cent of 
the amount, of the pro-notes of rural Societies backed by 
their endorsements. This will enable the Apex Bank to 
lend to Societies at favourable rates. 'rhe bringing of the 
Apex Bank into touch with an important commercial 
Bank in this way will also tend to make its methods more 
business-like. 

It is very desirable, at the same time, that the 
Apex Bank should ha.ve the moral backing of Govern
ment in the sha.pe of a promise of a definite advanoe of 
(say) two lakhs of rupees whenever required. The advance 
is not likely to be drawn upon save in exceptional oirculll
stances of financial crisis or ba.nking emergency suoh as 
oocurred in tbe year 1922-23. But it will tend materially 
to infuse confidence in the investing public, and strengthen 
the finanoial position and stability of the Bank. 

9_ Central State Bank. 

A stage of development will soon be reached at which 
the co-operative movement must obtain access to a wider 
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money market than that open to it at present. When the 
present depression lifts and conditions begin to improve, 
there will be an increasing demand for short, intermediate 
and long-term credits from all sides. The needs of 
agriculturists, particularly in regard to long-term credit, 
cannot be adequately met by the Bank of Mysore and 
other joint-stock Banks, and only to a. limited extent by 
the Land Mortgage Bank and its primary Societies. 
The Government guarantee through which this Bank is 
able to raise its dehentures cannot be extended beyond a 
certain limit. Large sums will be required every year for 
the proper financing of House-building Societies all over 
the State. Special industries like coffee planting will 
require substantial financial assistance, though not neces
SlLrily through the co-operative movement. The syste
matic development. and prosecution of industri80l and 
commercial activities, including the provision of adequate 
marketing and other facilities for Jl,falnad agriculturists, 
will itself need an abundant supply of capital. 

In order to cope with the m8ony-sided expansion of 
cconomic activity that the future will bring, 80S well as to 
improve the resources available to the co-operative move· 
ment in particular, and, not less important, in order to 
co· ordinate and conserve the resources of the various 
financial agencies at work, it may sooner or later be 
necessary for the Government to consider the desirability 
of forming a Central State Bank under its direct control 
and supervision and as an adjunct to its Financial Depart
ment. Such a measure, besides ensuring a powerful 
organized cha.in of credit for supplying all the needs of 
{'o·operative and joint-stock enterprise in the State, will 
also serve to link up the local financing organizations with 
the controlled credit policy of the Reserve Bank in 
British India. 

The question, however, is a large one, not directly 
within our province, and we only refer to it thus inciden
tally in view of its bearing on the futul'El. development of 
co-optwation in l'.fysol'E'. 



PART II-FINANCE. 

CHAPTER V. 

CAPITAL RESOORCES. 

1.· Composition oj Capit.al. 

The resources of primary as well as of financing 
institutions consist mainly of Share Capital, Deposits 
and Borrowings, and the accumulated Reserve. The fee 
levied from new members on admission is a very minor 
and unimportant item. 

The position in these respects on the 30th June 1935 
is given helow, as compared with what it was on 30th June 
1922 at the time of the inquiry bytbe 8amaldas Committee. 

Judging by the figures for all the institutions on the 
date first mentioned, the paid-up share capital and the 
reserve fund, which together constitute the owned 
capital, formed 23 and 13 per cent respectively of the 
total net working capital, which is not unsatisfactory, 
while the horrowed capital (including herein deposits as 
·well as borrowings) formed 59 per cent. 

1921-i51 1934--86 

Agrleul. Non- Agricul. NOD' 
tural Agrionl· Central ttinU Agricul- {kntral 

Societies .ural :Banko Societies ttinU Banks 
Societies Societies 

n •. R •• Bs. n •. R •• n •. 
1. Paid-!t Share 11,14,262 18,47,110 .,88,867 11.78,891 88,63,940 6,81,SOf 

Capit . 
62,76.897 !I. DePosio ... 2.6O,lIS9 18,03.* 11l,84,878 D.I9.079I 6O,6'I.1ISO 

a. Borrowings from I 8,64.991 ! 1,17,997 66,268 9:i.S4,4:17 9,55,40'1- 99,001 
Central Banka. 

4. Lotm. from Gov- ~066 8,061 . .. 1,15,SIT 1,64.601 84,l!OO 
e-rnmen'l, . I , 

0. Rs...-veFund ••. .1l,70,446 4,4.4,189 1~S419i8 11,811,418
1

18.96.170 8-,96.art 

6. Percentage 01 Peroent Percent Per:oent Percent! Percen' Percent 
Borrowed Ca.y,:tal S4'6 S'S S'S 41'6 8'7 -9'/ 
to lb. Total, orit· , , 
iug Capital. , 

I 
As against this, the turnover of tbe Societies and 

Banks in the aggregate was represented by Rs. 758'73 lakhs. 
The growth of owned capital, whioh conduces so 

greatly to financial stability, is being encouraged, partly 
by the issue of shares and chiefly by the building up of 

80 
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reserve funds with the help of the margm of interest 
between borrowing and lending. 

2. Shan! Capital. 

The share system is recognized as a convenient method 
of accumulating owned capital, provided it imposes no 
disabilities on the poor and does not serve as an excuse 
for dividend hunting. .There is ordinarily no question of 
this, as the number of shares that may be held by a mem
ber is limited, as well as the maximum amount of holding, 
in most institutions. On the other hand, it may be an 
effective way of teaching thrift, like a compulsory system 
of deposits, especially where the share amount is not 
called in at once but made payable by instalments spread 
over a number of years. 

The value of each share should be fixed suffi.ciently 
low to admit of the poorer people in the locality joining; 
it should not exceed Rs. 10 in rural Societies and Rs. 50 
in urban Societies; and the total amount of shares which 
each person may hold should be fixed sO as to check the 
desire for large dividends. 

Shares should, on principle, be paid for from a 
member's savings, instead of by deduction from loans 
granted to him. There is the less reasOn for book 
adjustment where the value of the share itself or of each 
instalment is fixed sufficiently low to ensure cash payment. 

There is no objection to a Society holding a. number 
of its own shares in its undivided profits (other than the 
legal reserve). The capital of the Society is not reduced 
by withholding profits from distribution in order to hold 
its own shares. 

The share capital in a Society of unlimited liability 
represents, not the stake of the member in the Society, 
but such portion of bis unlimited liability paid-up as 
sbould give cover for any deficit in assets. In view 
of the fact tbat urban Banks are on the limited 
liability basis, there is no objection to members being 
asked ordinarily to take up reserve liability not exoeeding 
twice the subscribed share capital. Where the share 
capital is fix-ed at a relatively small figure, the reserve 
liability may, however, be correspondingly high in order 
to create a sound business basis. This kind of additional 
liability is a good safeguard for creditors in case of 
bankruptoy, and is caloulated to enhance the oonfidence 
of the investing public. 

6 
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3. Deposits. 

Ordinary deposits include Fixed Deposits, Savings 
Deposits and Current Deposits. 

Deposits imply thrift, form good lying money, and 
help to interest depositors in the management. There is 
no other facile method of tapping local capital. It should 
be the aim of primary Societies to encourage local 
deposits in all possible ways. But a primary Society is not 
a business institution; and so deposits should ae far as 
possible be confined to persons with local interests, 
and deposits from outside tbe locality should be dis-
couraged. . 

The deposits in rural Societies are small, as com
pared with those in urban credit Societies and in the 
Central institutions. Larger deposits may be attracted 
by stimulating tbrift, by arranging for weekly and 
monthly collections of savings, by creating public confi
dence in Societies through sound management, and by 
adequate publici.ty for their work. 

Societies should give preference to deposits from 
members over those from non-members, and should 
accept deposits from them in so far as the means for the 
employment of the same exist. And in order to tempt 

. members to deposit, it is justifiable to offer slightly 
higher rates on their deposits than on those of non
members. 

The interest and sympathy of depositors will be 
enlisted by giving them the opportunity to attend meet
ings of the general body and to become acquainted with 
the circumstanoes of the Society. 

A system of compulsory deposits by members, which 
has been advocated by some, seems unnecessary and in
expedient. If insisted on, payments will often have to 
be made out of outside borrowings. As a means of incul
ca.ting .thrift and building up an owned oapital, the 
system of small instalment shares, which is itself a mode 
of oompulsory investment, may serve the purpose. 

Deposits offered will, in primary Societies, be a.ccept
ed withiu the respective borrowing limits of the Societies. 
If the amount exceeds the loan requirements of members, 
the surplus should be sent to the Central financing 
institution for deposit at slightly privileged rates to be 
specially allowed. 

Single fixed deposits for large amounts should be 
lIovoided, depositors being asked to split these up illtQ 
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smaller amounts falling due on different dates, synchroni
zing as far as possible with the dates of expected re
coveries of loans. 

Agricultural credit Societies should not accept Period. of 

deposits which are not fixed for a period of at least two depooil. 

months. And, as far as possible, the periods of deposits 
in primary Societies should not be less than one year. 
Shorter terms may be allowed in the case of savings 
deposits, and likewise for temporary accommodation for 
not less than a month when made repayable at harvest or 
when repayments a·re expected. 

If the credit business of co-operative Societies is 
confined (as it should be) to the grant of short term and 
intermediate loans, it follows that the maximum period 
for which deposits may be accepted should be limited to 
ten years.' It will not ordinarily be safe for Societies to 
take deposits for more than five.years, as conditions may 
.change.very much within that period. In case the Apex 
Bank is entrusted with the financing of special schemes 
which necessitate the taking of deposits for longer terms 
than ten years, the rate of interest should be reduced and 
the amounts of such long term deposits utilized solely for 
the particular purpose in question. 

The maximum rate of interest admissible on deposits R.te. of 

is fixed by Societies and approved by the Registrar from ... teresl. 

time to time. While the actual rates of interest will 
vary according to local conditions and requirements, it is 
necessary to prevent undue variations and competition of 
rates in the same area., and also to guard against lhe 
danger of leaving too narrow a margin between lendings 
and borrowings. For these reasons and in order to 
safeguard the interests of the movement as a whole, it is 
desirable that the Registrar should continuously watoh the 
rates of interest proposed to be adopted from time to time. 

There has been recently a heavy reduction in the 
rates of interest on all olasses of deposits, corresponding 
to the fluctuations in the money market. The maximum 
at present is 4! per cent in the Provincial Apex Bank 
and only slightly higher in the generality of urban Banks. 
'I'he advantage of the reduction has in most cases been 
passed on to the borrowers, by lowering the rate payable 
on advanoes. It is hoped that the Provincial Bank will be 
able to give rebates to those Societies which were able to 
reduce their rate of interest to' members, and that the 
lending rate to agricultural Societies as a whole will be 
considerably reduced. 

6* 
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It is unnecessary and also undesirable to make the 
acceptance of deposits conditional on repayment at the 
convenience of Societies or to provide for compulsory 
repayment of long term deposits before ·maturity after 
previous notice to the depositors. These and similar 
conditions would ordinarily interfere with the free receipt 
of deposits on reasonable terms; and any general enforce
ment of them should be needless if deposits taken are 
strictly local and are not in excess of the Society'S bor
rowing limits, or of the standard of fluid resources to be 
maintained. 

As regards the converse case of repayment before the 
due date at th~ request of the depositor, such repayments 
should only be made at the convenience of the Society 
and for exceptional reasons, and there should always 
be a substantial reduction of interest on any sums so 
repaid. . 

Special care should be taken to repay deposits with. 
punctuality. The intentions of depositors with regard to 
renewals should be regularly ascertained in advance. 

In arranging to repay deposits, Societies should not 
count on renewals or fresh deposits but rely on stipulated 
repayments of loans, and should spread receipts and 
payments as Car as possible over the whole year. 

The conjunction of savings deposits with the system 
of co-operative loans is justly deemed to be an important 
factor in co-operation. And as the furtherauce of thrift 
and providence is among the most important objects of 
co-operative Societies, it is right that they should provide 
and encourage the utilization of the necessary facilities 
by serving as Savings Banks for their members. In 
Central institutions, they may be opened on behalf of 
both members and non-members, provided that the maxi
mum amount accepted on one account is small, that a 
brief notioe of withdrawal is required in each case, and 
that the accounts are not allowed to become ourrent 
accounts. The prescribed standard of fluid resource 
should be maintained. 

A common feature of urban Banks in the State is a 
scheme of Provident Fnnd hands confined to members, 
which seems to be popular and working satisfactorily. 
Small sums are paid by a member every month for a 
period of from 3 to 7 years, at the end of which they are 
repaid with a substantial addition. A sinking fund is 
mainta.ined to meet the bonds as they faU dUt!. Every 
endea.vour should be made to bring hOIlle to Illembers 
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generally, especially in urban Societies, the distinct advan
tages offered by such a scheme. 

Authoritative opinion has been generally opposed to I!:!) C.urel1t 

~he opening of current accounts by agricultural credit POIOts. 

Societies, and in the csse of non-members by urban credit 
Societies; and it strongly enjoins a certain amount of 
caution even in the case of Centralinstituticlns. 

In the Mysore State, the system of current accounts 
has become established 'in both urban and Central Banks 
and is fully availed of by members. It is being worked 
under adequate restrictions and precautions which are 
embodied in the rules and by-laws. In the existing 
circumstances current accounts may be allowed in urban 
Banks under suitable safeguards, provided the staff has 
sufficient knowledge of the law and practice applicable. 
But the system is unsuited to, and is likely to be unwork
able in, primary rural Socie~ies. 

Shares and deposits of co-operative institutions are ~ Publio 

not at present trust securities. But there is no objection ~ts. 
to these institutions receiving deposits from Municipal or 
Local Bodies, whether the deposits represent funds held 
for definite purposes or are ordiuary aooount balances. 
. It may be mentioned that in Madras and some other 
provinces, the Governments have permitted Local Bodies 
to deposit in approved Central Banks their surplus funds 
and lodged deposits; and similarly with regard to railway 
cess and deposi~s lodged with Government Depa.rtmentS'. 
Temple and other charitable or communa.l funds may 
likewise be held in fixed deposits. 

Government servants, treasurers, etc., who have to 
tender security, may be permitted at their option to place 
the security money in a. co-operative institution. This 
has a.lrea.dy been done in the case of Excise contra.ctors. 

4. Borrowings. 

N ext to. shares Iloud deposits, loons lorm the mosll 
important source of working ca.pitai for Societies in 
Mysore. 
. Primary Societies should not be permitted to borrow 

directly from one another. The Provincia.l Apex. Bank 
should be· the sole medium for iuternnance within the 
movement, as is the case with corresponding institutions 
elsewhere. 

'rhere a.ppears to be. somedisinc~ination on the pa.rt 
of Societies to bouow from the. (,lenttllol institutions, and 
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generally, especially in urban Societies, the distinct advan
tages offered by such a scheme. 

Authoritative opinion has been generally opposed to 
the opening of current accounts by agricultural credit 
Societies, and in the case of non·members by urban credit 
Societies; and it strongly enjoins a certain amount of 
caution even in the case of Central-institutions. 

In the Mysore State, the system of current accounts 
has become established in both urban and Central Banks 
and is fully availed of by members. It is being worked 
under adequa.te restrictions a.nd precautions which a.re 
embodied in the rules and by-laws. In the existing 
circumstances current accounts may be allowed in urban 
Ba.nks under suitable safegua.rds, provided the staff has 
sufficient knowledge of the law and practice applicable. 
But the system is unsuited to, and is likely to be unwork
a.ble in, prima.ry rural Societies. 

Shares a.nd deposits of co-operative institutions are 
not at present trust securities. But there is no objection 
to these institutions receiving deposits from Municipal or 
Local Bodies, whether the deposits represent funds held 
for definite purposes or are ordig.ary account balances. 
. It roa.y be mentioned that in Madras and some other 
provinces, the Governments have permitted Local Bodies 
to deposit in approved Central Banks their surplus funds 
and lodged deposits; and similarly with regard to railway 
ceRS and deposits lodged with Government DepartmentS'. 
Temple and other charitable or communal funds may 
likewise be held in fixed deposits. 

Government servants, treasurers, etc., who have to 
tender security, may be permitted at their option to place 
the security money in a co·operative institution. This 
has already been done in the case of Excise contractors. 

4. Borrowings. 

Next t() shares and deposits, loans form the most. 
important source of working capital for Societies in 
Mysore. 
. Primary Societies should not he permitted to borrow 

directly from one a.nother. The Provincial Apex -Bank 
should be the Sole medium for interfinance within the 
movement, 80S is the case with corresponding institutions 
elsewhere. 

'rhere a.ppears to be some disinc!ination on. the pa.rt 
of Sooieties to bop-ow from the. <,'enttal institutions, and 
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a preference to raise their capital locally. This, so far as 
it is not due to a spirit of self-reliance, is to be attributed 
partly to the complication and delay in the investigation 
and disposal of loan applications, and partly also to tbe 
fact tbat the terms upon which loans are granted are not 
always sufficiently attractive or elastic. 

The borrowing power of a Society depends, in the 
first place, upon the maximum limit prescribed in respect 
of that Society by the Registrar. In fixing this upper 
limit, which cannot be exceeded, the Registrar is expected 
to take into account (among other things) the type of 
Society, its objects, and its financial stability. 

According to a Government Order of 15th November 
1927, Societies with unlimited liability should not be 
permitted to borrow more than 30 to 40 per cent of 1heir 
total assets, except with the special sanction of the 
Registrar, and limited liability Societies more than 12 
times their owned capital (paid up sbare capital plus 
reserve fund). These limits seem rath!'r generous com
pared with the limits prescribed elsewhere for primary 
Societies. For the Provincial Bank and other Central 
institutions, a proportion of owned capital to liabilities of 
one to twelve seems suitable. 
. While the limit prescribed by the Rpgistrar controls 

the maximum borrowing power of the Society, it does 
not, of course, operate as a sanction or authority to the 
€entral financing Bank, or affect its discretion in the 
matter of the funds to be advanced. .It is incumbent on 
the Bank to assess a definite sum (within the prescribed 
maximum) as the actual extent up to which a primary 
Society can be permitted to borrow, and this will apply to 
the total borrowings, inclusive of both loans and deposits. 
The assessment will be based on a consideration of the 
class of members, their social and financial position, their 
character and creditworthiness, the security available 
with the Society for its borrowings, the efficiency of its 
management, and so on. It is the duty of the directorate 
of the Bank to fix every year in this manner the maximum 
sum it is prepared to lend to a Society. 

The investigation of loan applications generally takes 
time, and there is some complaint about the delay that 
there is both in the disposal of applications and in the 
issue of loans after they have been approved. Some at 
least of this delay IDay be obviated if the investigation of 
a Society'S borrowing capacity, instead of being postponed 
till after a specific Joan application is received, is taken up 
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as part of a systematic process of the assessIDent of the 
financial position of all affiliated Societies to be conducted 
periodically. This will usnaJly enable the Bank to deal 
promptly with loan applications. Each loan should be 
considered on its merits and issued at the time it is 
required. 

A Central institution should not dictate to a primary 
Society the mode of distribution of a loan amongst its 
members. It lends to the Society, and is nol; 'dealing 
with the individual members. H has every reason to 
insist on knowing for wbat purpose a loan is required. 
and to refuse a loan lor any purpose (say, the redemption 
of a mortgage) to which it objects. But the amount to 
be lent to individual members is not within its province. 

The general body of ewry primary 'Society should, 
onee a year at its annnaJ meeting, fix the maximum 
limit up to which its committee is authorized to borrow 
witbout its sanction, the committee being personally 
responsible for 1000s if the limit fixed is exceeded. This 
limit is, of course, uot necessarily the same as the assess
ment made by the Central financing Bank. The distri
bution of tbe a,-ailable funds among individual applicants 
for loans is & matter for the committee. 

Central financing institntions are expected to show B ..... of 

all possible considE'ration to their -primary Societies in ...... ..... 
the matter of tbe rates of interest on loans. Tbe recom
IDE'nciation tbat thE'Y should lend at conc.essional rates 
sums required by Societies up to the extent of the reserve 
fund of the latter kE'pt in deposit with thE'm is reasonable 
in it.self, and has authoritative support. 

ThE' pronotes of tbe borrowing Societies backed by Security. 

the individual pronot.es of their members ought to be 
sufficient security for tbe finance advanced by the Central 
institutions. 

\Yhere & Central or Provincial Bank borrows from a 
commercial Bank, the security offered will be as 
follows :-

( 1) tbe capital and resen-e fund of too Central or Prorincial 
Bank. 

(2) lhe nose ..... fund of the primary Society or Societies for 
wbieb tbe loan is laken. 

(3) the unlimited liability of an the members of lbe primary 
Society .... Societies up ... the limit of tbeir gu.u&ntee. and 

(4) the prono_ of the primary Society or Societies. 

It is unnl'CeSS8ry and impracticable to make pro- R..,.ymeoL 

notes repayable on a fixed date. A certain measure of 
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elasticity will make it easier for Societies to repay from 
the sale of members' produce. The Central institution 
should concern itself about the source from which repay
ments are made, and should take action ·if it discovers 
that repayments are not being made out of the earnings 
of members. 

5. Debentu1'es. 

Debentures have the advantage, as compared with 
long-term deposits, of being negotiable, but will have the 
effect of checking the inflow of deposits. Debentures 
form an excellent method of raising money for the 
liquidation of old debts and for the redemption of 
mortgages, provided arrangements can be made for 
securing them 'on land and for constituting a regular 
sinking fund. This points to the advisability of the 
ordinary co-operative Banks raising their capital through 
deposits, leaving the business of borrowing through 
debentures entirely to the Land Mortgage Bank and 
other special institutions. 

6. Cask and Cash Balance.~. 

Strict rules should be made regarding the custody 
6f cash and securities. 'fhe cash balance maintained 
should be as small as possible, and should be kept in a 
fire-proof safe under double lock, one of the keys to be 
kept by the Chairman or the Secretary. It should as a 
rule be in the premises of the Bank, and in the custody 
of the management. Securities such as Government 
paper should be lodged for safe custody with the nearest 
branch of an approved commercial Bank. . Cashiers should 
give security for the full amount of till money; and the 
secured amount should not be exooeded. Central financ
ing institutions should not leave cash' with primary 
Societies. Cash balances should be checked in detail at. 
each audit. 



CHAPTER VI. 

EMPLOYMENT OF CAPITAL. 

1. (bant of Loa1ls. 

Section 29 of the· Regulation enacts that" a registered To whom 

Society shall not make a loan to any person other than a gt'OU>ed. 

member, provided that, with the consent of the Registrar, 
a registered Society may make loans to another registered 
Society." 

The absolute prohihition of loans to individual persons 
other than wembers is qnalified in the Bombay Act by the 
addition of the words " except with the general or special 
sanction of the Registrar." The Madras Act is more 
specific, and has a c1anse expressly empowering a Society 
to "make a ·Ioan to a depositor on the security of his 
deposit." A similar power has been given to Societies in 
Bihar and Orissa, but only with the general or specific 
sanction of the Registrar and subject t.) such conditions 
as he may impose. * 

Section 29, as it stands in the Mysore Regnlation, is 
imperative, and seeb to give effect to the principle that 
the object of a Society is to promote the interest'! of its 
members, and that non-members cannot claim to be treated 
in the same way as members. It is nsually po~sible for a 
non-member depositor in most Societies, if the necessity 
arises for him to obtain a loan, to procure a share if avail
able and become a member. At the same time it should 
be open to a Society, if applied' to, to repay a portion of 
the deposit amount on a reduced rate of interest in a case 
of pressing need, as is done, for instance, in the c8.se of 
Post Office Gash Certificates. The repayment should be, 
of course, in the disoretion of the committee, and not 
claimable oy the depositor as a matter of right; And 
where the Society has· adequate fluid resource; such a 
discretion may be exercised in most cases as a matter of 
course. It does not seem possible to go further without 
trenching on a salutary principle . 

• In ldadru lbe GO'\JeJ'llment bave declined to ~ to • p~ to permit the 
ftn&noin~ ilann &0 lend mODE',1 '&0 non-mtombere on the 8e'CDrity of gold and merchan
~ ~ tbe ground tbat tbe bU8ine..would.be UDeo-o~tive ana ih.tihe Banks were 
Dei m~nt3t>d to unde.rtake commercial buainesa. T~ howenr~ baa been aandionee. 
in Bombay ... a temporary meaanre in the "M of well-e&tablished District B~ 
... opening up .. proftub1e avenuE' for the employment of awplu! funda . 

. 89 
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Loans having as their sole object the. investment of 
funds are, it is true, not affected by the prohibition of 
loans to non-members; it does not, for instance, serve to 
prevent a Society frolU making a deposit in any mode 
permitted by Section 32.· But it is questionable whether 
the granting of loans to non-members on the security of 
their deposits can be treated as on the same footing as an 
investment or deposit of surplus funds. 

The question has been already dealt with in Chapter 
IV in connection with the Provincial Apex Bank and 
other Central institutions. 

A loan should in no case be given without adequate 
preliminary investigation. In the case of an application 
from a Society, the Registrar may be referred to for infor
mation touching its position, membership, sol-vency, etc.; 
but the financing Bank ought to make its own independent 
investigation irrespective of his..recommendation. 

in the case of loans to individual members it is most 
important to scrutinize carefully the purpose of the loan 
and the repaying capacity of thn borrower, including herein 
the exten~ of his actual indebtedness and the prospect of 
recovering the loan applied for if granted. .'l'hus co
operative loans must in no circumstances be for specula
tive purposes. As far as possible, they should he given 
only for productive purposes or for necessaries which, as 
essentials of daily life, caD' fairly be classed along with 
productive ones. If the return from the expenditure of 
the loan COV,"'8 principal, interest, and a little profit or 
saving, the loan is productive. Unfortunately, in the 
special circumstances of India, loans cannot be confined 
altogether to productive purposes. Owing to custom and 
sentiment SOlle non-productive expenditure has to be 
accepted as necessary, (in the sense of being socially 
useful or unavoidable, even if not economically beneficial), 
and it is better that members should borrow from their 
Society rather than from the village money-lenders for 
such necessary purposes. But in all such cases of depar
ture from the general rule, the loans should be granted 
sparingly and under close supervision. There mnst. be So 

provision in the hond for recalling the loan within one 
month or immediately if it be not properly applied; and 
this power must be exercised, at the discretion of the 
committee, in cases of gross misapplication. At inspec
tions the strictest enquiry should he made into the proper 

a 'While tile 1Ift11otion of the lte~strar is ~uired for a loan to another- regm.e.red 
Society. it ia not re-quin-d for a deposil in aucb Soclet.y. 
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use of loans. Societies must be constantly on their guard 
against the danger of granting loans too easily and so 
leading their members into increased indebtedness. 

Again, the borrower should be. required to show satis
factorily that he is in a position to repay the 10R.n froru 
the income which he will derive from his increased 
productive capacity, or that by the exercise of thrift he 
can effect a margin of income over expenditure which will 
suffice to meet the instalments of the loan as they fall due. 

As elsewhere pointed out, multiple membership of 
credit institutions leads to undesirable rt'suJts, such as 
borrowing from one of them to repay to the other. Efforts 
should be made to secure either exclusive membership or 
mutual consultation between the institutions concerned 
before a loan is advanced to a particular individual. 
Where a person is a member of more credit Societies than 
one, he should be required to confine his borrowings to one 
of them. If a member of sn unlimited liability Society 
joins another one and so pledges his liability twice over, 
he ought to be expelled. There should be a clear rule, a.s 
in Bombay, that where a pel'Son has becomt' a member 
of two such Societies, either or both of the Societit's shall be 
bound to remove him from membership upon a requisition 
from the Registrar to that effect. 

As the functions of a co-operative Society and those 
of a land mortgage Bank are different, there is no objec
tion to a person being a member of both. In such a case 
he ought not to be able to obtain a long-term loan from 
the former, nor--unless he. has been previously granted 
a long-term loan and his mortgage is subsisting,-any 
short-term 10ll.n from the latter. 

Resort to money-lenders on the part of members 
cannot well be prohibited. But in an unlimited liability 
Sooiety the committpe should keep itself informed of 
every instance in which members take loans from sources 
other than the Society; for a member who becomes heavily 
indebted to money-lenders diminishes the value of his un
limited liability to the Society. 

Co-operative institutions-both primary Societies and 
Central and Provincial Banks-should he required to 
confine their business to short -term oredit, that is, for 
periods not exceeding five years and, with the due ciroum
spection, to credit for interrnooiate periods between five 
and ten years. Credit for periods over ten years must be 
treated a.s long credit, and altogether l'schewed by the 
ordinary co-opera.tive institutions. 

Means of 
repaym~nL 

Periods of 
I ...... 
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[This topic will be dealt with in more detail In 

Section 1 of Chapter VIn in dealing with types of 
credit.] 

At the same time, it is desirable to prescribe a 
working rule embodying standard maximum periods for. 
different kinds of loans. Managing committees should as 
a. rule adhere to these terms, but may in exceptional 
circumstances sanction any necessary extension. 

In order to secure the proper utilization of the funds 
ordinarily available within the movement, and to ensure 
sufficient a.pproximation between the purposes and 
periods of loans, it is particularly necessary that Societies 
should carefully scrutinize all loan applications, 
and correctly fix the periods and terms for repayment, 
confining tbemselves to the issuing of loans for short and 
medium term purposes. The rule should be that short-term 
money sbould as far as possible be invested in short-term 
loans which will be punctually repaid. The possibility 
of members applying for loans on wrong pretences should 
be guarded against, and loans for unproductive purposes 
repayable at long intervals refused. 

In distributing the money available for the grant of 
loans, regard should be had to the character and purpose 
of the loans, as well as to the number of applicants who 
may be benefited. Preference sbould be given to current 
needs of members, such as cultivation expenses, payment 
of land revenue, and maintenance. Loans for consumption 
are necessary, but should nflt be extended beyond reasonable 
limits. Short-term loamI (for six munths or a year) should 
as a rule be given preference over those for a longer 
term. Small loans to persons of limited means should 
be given preference over large loan,; to those relatively 
well-ta-do. Loans required for purposes of production 
should have priority OVl:'f those for non-productive 
purposes. " 

To reduce the chances of default by a primary 
Society to a CentraJ financing institution,the period of 
repayment granted by the Society to its borrowers should 
always be' shorter than that fixed for the repayment of 
the loan by the Society to the financing institution. 

The by-laws of Societies with· shares make it 
obligatory on every number to take a share, and in some 
Societies the maximum amount of loan admissible to a 
lll"mber is fixed by reference to the number of shares 
held by him. 'The correct principle is to base the amount 
of loan on the borrowiDg capacity of, each individual; 
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at the same time, the capacity to borrow should not be 
fixed by reference to the number of shares held. 

-rhe Central financing Bank should ~ the credit 
of an affiliated Society after re-examining ana testing the 
Society's own estimate of it.s borrowing power and the 
data on which the Society has fixed the normal credit of 
its members, and considering the Society's needs and its 
own existing funds. The assessment of the Society'S 
borrowing power should be reduced by the amouut of 
deposits taken and of loans obtained from other sources. 
The data required by the Central institution should 
include a. valuation lmade by its staff} of the movable 
and immovable property of the members of the borrowing 
Society, and the ea.ming aud saving capacity of each 
such member. These data should be used to check 
conclusionll based on tbe-cbaracter of the Society and on 
its past record. The valuation st.a.tements Fhould be 
carefully revised every year. 

Loans granted by Societies to members should be 
based, not so much upon the value of their property and 
assets, which is a matter of the adequacy of the 8('curity 
offered, as upon their capacity to repay (I) out of the 
proceeds of their crops or other incomings in the case of 
short-term loans, and (2) out of their savings in the case 
of other loans. The fact of the applicant being a member 
of a joint Hindu family should of course be taken into 
consideration: The amouut of every loan should be 
limited by actual requirements (tsking into account the 
purpose as well as the need), and by the existence of a 
clear method of recovery from earnings within the time 
prescribed. 

The Maclagan Committee lIuggested that the 
general body of the Society at its annual meeting should 
fix the maximum normal credit for each of its members 
for the following year, taking into consideration the 
ordinary requirements of his occupation, his earning 
capacity, and his character. This, however, is hardly 
practica.ble except in rural Societies with a limited 
membership. In other institutions, the fixing of credi~ 
for each member is a matter not for the genera.l meeting, 
but for the managing committee, subject to the 
maximum credit limit to he fixed by the general body 
for members in general and for committee members. 

'I'he maximum credit limit permissible should not be 
exceeded by the managing committee witbout a. special 
reference to the general meeting for sanction. If the 
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committee should advance loans in excess of the limits 
prescribed, its members render themselves personally 
responsible as guarantors of the loan. Members are not 
of course en~itled as of right to the full .limit of the 
normal credit. 

The· introduction of the normal credit system in 
primary Societies is desirable, particularly as regards rural 
Societies. It was recommended both by the Macla.gan 
Committee and by the Indian Central Banking Enquiry 
Committee. This system requires a Society to fix the 
credit limit of each member in advance of the season and 
to make arrangements for securing the advance in time. 
The amount so sanctioned will be at the disposal of the 
Society, and members will be at liberty to draw upon it 
as and when necessity arises, interest being chargeable on 
the loan only from the time the money is actually drawn. 
'l'he objection that the undrawn or undisbursed credit 
will be call money which will bring no interest to the 
Society. but on which the Society will be paying interest, 
overlooks the fact that the provision made by the Society 
against such calls will ordinarily be either cash in hand, 
or a cash credit with the Central institution on which it 
will not itself have to pay interest until operated upon to 
Hleet a member's demand for credit. 

The system in question has several practical advan
tages, not the least of which is the avoidance of delays 
in the grant of loans. A standard of no!"mal credit il< 
necessary, not only as a guide to the committee, bnt 
also to counteract the tendency for its members to sanc
tion larger loans for themselves and their friends thau 
is equitable. 'fhe maximum normal credits adopted for 
the Chairman and members should be particularly 
scrutinized by the inspecting and auditing staffs, and 
steps taken to secure a reduction if the credits are 
dangerously high. It is expressly provided by the rules 
that the total amount of loans issued by any Society and 
outstanding against the members of the managing com
mittee in the aggre"crate shall not at any time exceed 
25 por cent of the total of all the loans issued and out
standing against its members. A relaxation of this 
res~riction is allowa.ble at the Registrar's discretion, bnt 
should not be permitted except in rare instances and for 
exceptional reasons. Debts due from committee 
w~lllbers should te shown separately in the balance sheet. 

In the case of Societies with unlimited liability, it is 
essential that there should be kept in I3Qme place open to 
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the inspection of members a list showing the loans 
issued to every member, the names of the sureties and 
the amount of the loan still unpaid. At general 
meetings, the aooounts and affairs of the Society should 
be fully discussed. 

There is no better. way of meeting the needs of Casb Credit. 

members, when Societies are firmly established on correct 
principles, than the practice of allowing cash credits to 
individual members. Similarly, cash credits should be 
freely opened by the· Central instil utions in favour of 
thoroughly well-managed Societies, but should be subject 
to annual renewal, in order that, if the privilege is abused 
or the IWcount is inadequately operated on, tbe Central 
intitution may have power to withdraw it. 

Cash oredits in urban Societies are usually granted 
only to persons who can offer good security. Tbey 
should only be allowed when there are surplus funds, and 
after the needs of all the smaller men have been met; 
and tbey ~hould be recalled whenever funds are needed. 
Care should be taken that the privilege is not abused and 
the credit .on current aooollnt converted into a permanent 
advance. 

In agricultural Societies, the credit of individual 
members should be assessed under two heads,-current 
agricultural expenses, and other purposes. For the former, 
individual cash credits may be opened, but should not be 
used so as to dispense with the necessity for sccuring 
approval of tbe object of the loan. 

As explained by the Maolagan Committee, the rates Interos'. 
of interest charged by Central financing Banks on loans to 
Societies must, on the Qne hand, be materially lower than 
those charged in the bazaar to persons of the class from 
whom the members are drawn, and yet must be substautial 
enough to provide the large margin necessary for mainl.ain-
ing adequate fluid resource, building up a reserve, and 
meeting field and office establishment charges and otht'r 
incidental working expenses. The rates will, at the ssme 
time, vary on a definite system with reference to the Qharac-
ter of the borrowing Society and the length of the loan. 

As regards Societies generally, the rate of interest on 
loans issued by them should, on the ODe hand, be higb 
enough to allow of a margin of profit which will be 
sufficient to pay expenses a.nd to build up an adequate 
reserve fund, and, on the other, be sufficiently low to 
render the best possible service to members in need of 
credit. 
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Allowing a percentage of 2 for working expenses 
and another t for unforeseen contingencies, 2l or at most 
3 per cent may be taken in the average as a safe and 
reasonable margin. The maximum normal,rate of interest 
should not accordingly be more than 21 or 3 per cent in 
excess of the rate paid on deposits in the Society for the 
same periods, or that charged on loans to the Society by 
the Central financing agency. 

As it is the first duty of every Society to build up a 
reserve fund after meeting expenses, so it is incumbent 
on the Registrar to see that the margins between borrow
ings and lendings are not unduly reduced. The rates of 
interest charged should be subject to his sanction, and 
should not be altered without his approval. 

The prevailing rates of interest will no doubt vary 
according to local conditions, the degrees of risk involved, 
and the resources of the respective inetitutions. But a 
nearer approach to uniformity is possible with increased 
co-ordination and mutual consultation between primary 
Societies and the Central institutions. The maximum 
rates charged by Societies should not depart widely (that 
is, by more than 1 or 11 per cent) from the current market 
rates. 

Owing to the easier conditions of the money market 
in recent years, the rates of interest generally, and particu
larly on co-operative loans, have declined materially. 
The rates now charged by the Provincial Bank range 
between 5 and n per cent, and those charged by primary 
Societies vary from 71 to 12 per cent. Adopting the 
general principle that the rate charged on loans issued by 
an institution should not ordinarily exceed by more than 
2l or at most 3 per cent that at which it is able to obtain 
funds, the present ruling rates would seem to be capable 
of further reduction. A reduction is particularly desirable 
in the case of agTicultural loans. The pena.l rates should 
also be correspondingly curtailed. A general revision of 
rates of iuterest is called for at the present time when, 
though money itself is abundant, the mea.ns of obtaining 
it has become difficult for ma.ny. The matter cannot be 
left to the institutions themselves, but should be taken up 
by the Department under the orders o( Government, and 
neCE'ssary action taken with the co-operation (which will 
doubtless be forthcoming) of the Provincial Ba.nk as well 
as of the principal urban Banks. Simultaneously with 
any general lowering of interest rates for the future, the 
possibility should be considered of showing a similar 
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scope of ordinary co-operativtl Societies. These would be 
well advised in any case to shun mortgage security, to 
confine themselves to . per.sonal securities for all loans, 
and to protect themselves by limiting tl~e loans issued 
to amounts and periods for which such security is 
i!uitable. In the case, however, of loans for intermediate 
periods, it may be necessary for Societies to take collateral 
protection in the shape of a pledge or mortgage of tangible 
property. 

Urban credit Societies should lend to a much larger 
extent than at present on personal security; this is not 
only more co-operative in !lpil'it, but will ensure greater 
punctuality in repayment., than the. security of real 
property. 

Mortgage security, at the same time, usually involves 
difficulties as to title, as well as difficulties in executing 
decrees obtained. The lands are of tell unsaleable, and 
in the absence of bidders may have to be taken over and 
managed by the Societies themselves corporately, a task 

. for which Societies are by nature unfitted. 
Mort.gages may sometimes have to be taken as a 

precaution against the aJienation of the assets of mem bers, 
either colourably by the debtors or at the instance of the 
village money-lenders, and so as not to jeopardize the 
recovery of the dues of Societies. Except in such /lases, 
and by way only of collateral security, mortgages should 
be taken sparingly. The value of the property should be 
at least twice the sum lent, except in cases where the 
period is comparatively short and repayment is by monthly 
insta.lments. 

As in Bombay, Societies may be permitted, in the 
absence of bidders for the lands of defa.ulters, to take them 
over for a nominal bid, administering them like trust 
properties on behalf of the defaulters and returning them 
to the latter whenever the liability is liquidated. 

Agricultural credit Societies, and loan and sale 
Societies, where these have been formed, should grant 
freely, and immediately the need arises, short-term loa.ns 
on the security of harvested crops (and under due safe
guards, of standing crops also) grown by members them
selves (excluding the middleman).· Extensions should 
be given only in case of crop failure. Repa.yment. should 
be enforced before the next cultivating season. As regards 
the amount to he advanced, there should be an adequate 
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margin on the value of tbe crop in eacb -case. The 
produce should be carefully secured, and a pro-note taken 
for the loan. 

Section 19 of the Regulation gives a Society a prior 
claim to enforce demands against certain property of its 
members. where this bas been supplied by the Society or 
purchased from a. loan giVtlll by it, or consists of crops 
grown by a member to whom seed or manure or II> loan 
therefor has been given,. But the ptior claim only holds 
good where the Society has obtained a. decrf!e, and does not, 
in the absenoe of a decree, prevent an attachment or sale at 
the instance of an outside decree-holder. The opinion has 
been very generally expressed in all parts of India that the 
priority or lien should be-con verted into'a charge, so that 
a Society. may have a. first claim without having to obtain 
a. decree .. Tbis change has already been effected in the 
Bombay Act. In Madras the priority in favour of a 
Society is expressly made available against any claim of 
the Government arising from a subsequent lo.an under the 
the Land Improvement Loans Act. Similar action is 
reeommen.ded for Mysore. 

There is no objection to loans being given to membel's 
on the security a.nd to the extent of their deposits with 
tbe Society. The admissibility of similar advances to 
non-members is a different question. and has been referred 
to under Section 1, 8!1pra, and in Chapter IV. ' 

. The member's own share should never be accepted 
It!.' security for a loa.n, as the Society has already a 
genel'al charge upon it, and to accept its own shares' 
as security is to acoept its own capital. The Society can 
only enforce the security by diminishing its owned capital. 
Itnd thereby reducing its general credit and the security of 
creditors. . 

For the same reasoD, shares held by a Society in a 
C!'ntral finanoing Bank should not be accepted by the 
latt~r as security for a loan, though of course deposits 
may be. 'fhe security required from Societies should 
ordinarily take the form of pro-notes, which is the usual 
practice. 

Provident Fund bonds al'S intended as iI. provision fOf 
members a.nd their families. As such it is very undesirable 
to accept them IIoS security for loans. 

Section 29 of the Regulation gives power to Govern
ment to prohibit or restrict the lending of money on tbe 
security of movable property. The pledge of movables, 
such ItS gold, sil ver and jewellery or other articles of 

7· 
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intrinsic value, is however a convenient form of security 
and one in genera} use in Mysore as in most parts of India. 
Most (lredit Societies in urban areas may, it is consideren. 
be trusted to conduct snch tr .. nsactions in a. manner which 
might be dangerous in the case of rural Societies. 

Disbursement There is, as a rule, not much delay in granting loans 
of Loans. for short periods in the ordinary credit Societies. But in 

the case of 10anB for longer periods, where the necessary 
funds have to be obtained from Central institutions, and 
investigations, more or less elaborate, have to be made, 
delays do occasionally occur. But excepting in the 
Land Mortgage .Bank and Societies, owing to the 
elaborate procedure adopted and the necessity for careful 
valuation of property and the" scrutiny of titles, the 
delays do not seem to be unreasonably long. Loans 
should be disbursed with fair promptitude, if members are 
to have timely help and are not to be compelled to revert 
to the money-lender. _ 

Loans required for the agricultural year or to meet 
seasonal agricultural demands should be distributed at 
one time, so as to minimize sudden and isolated calls for 
money. But in the case of very urgent calls (as for 
instance, to lDeet fnneral expenses), the Chairman, 
Secretary or other selected official of the Society may be 
authorized to give advances up to a moderate maximum, 
subject to subsequent confirmation. 

In Central institutions the bulk of the loans to 
Societies should be considered and sanctioned at one or 
two ma.i.n seasons of the year. At the same time, 
arrangements should be made, through delegation of 
power or otherwise, to supply emergent loans whenever 
they are wanted. 

The introduction of a system of normal credits will, 
as already pointed out, help substantially to minimize 
delay in the issue of loans. This should be acoompauied 
by the maintenanoe of an up-to-date and correct Property 
Register for members. Where loan applications are 
numerous, sub-committees may be appointed to grant 
loans up to a speoified limit, beyond which the applica
tions ehould come before the full committee of manage
ment. 

In cases where it is found advisable for a Society 
to payoff the prior debts of a newly admitted member, 
the best plan is to arrange to discharge them at an early 
date. but not necessarily on admission. If the creditor is 
troublesome and threatening, there is no help for it but to 
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discharge the debts at once. Otherwise, it is best to pay . 
off a part of the debts at a time, beginning with those 
payiug highest interest, the others being kept over till the 
debtor has been sufficiently long in the Society for his 
qualities to be appraised and for the receipt of contribu
tions from himself towards his extrication.. This will 
have a better educative effect than the immediate and 
wholesale clearing off of debts on admission. 

While there is reason to apprehend in many cases =~-:Il:: 
that the bOi/a fides of the purposes stated in loan applica.-
tions are not verilied, and the scrutiny bestowed is more 
or less superficial, it is abundantly clear that Societies as 
a. rule make no attempt to ascertain if the amounts 
ad vanced are properly utilized. It is indeed explained 
ill extenuation that committees have no lDeans of doing 
so, except where the loans are for the discharge of prior 
debts or for the construction or pnrchase of houses; and 
that in fact they have no " hold" over the borrower once 
a loan has been granted. This merely adds point to 
and serves to illustrate the dictum that, where the 
managing· committees understand their duties and 
perform them honestly and efficiently, the grant of loans, 
their utilization and their recovery are satisfactory, while 
elsewhere these are left to the President or Secretary, or 
are neglected. ·Where large loans ha.ve been taken from 
Central financing institutions, it is not unusua.l for 
committees of Societies to cea.se to function after the 
loans are given out. 

It is a fundamental rule of good management, 
especially in rural credit Societies, that the proper 
utilization of the loan should not be left to the borrower's 
discretion or the vigilance of his sureties, but should be 
watched and scrutinzed by the managing committee. 
Tho fact tha.t it can recall the loan, if misapplied, (a power, 
by the way, hardly ever used) ought to give the committee 
suffioient "hold" over the erring borrower. Departmental 
officers should, during inspectiun, see whether this matter 
is receiving due attention, and ma.ke atrict enquiry as to 
whether loa.ns ha.ve been properly used or misused. 
Remissness on the part of the committee in this respeot 
should adversely affect the credit a.llowed to the Society. 

2. Repaynumts and Rfcoveries. 

The Society should reserve to. itself in all cases the 
right to call in a loan at four weeks' notice, and to call it 
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in imwediately when Joss is thres.tened through deterio
ration in assets of either the borrower or the surety. And 
as already elllphasized, it should be at once recalled if 
found to be improperly applied. ' 

While the speqiai needs of individul>l borrowers will 
determine the· periods for which loans are· granted, they 
should be made repayable on ds.tes convenient to the 
borrower as well as to the Society or Bank. It will be a 
great convenience if all or nes.rly all Joans in s.griculturs.l 
l:looieties are made repayable at harvest. 

Repayments should always be made out of the 
proceeds of the use of the loans. In the case of " crop" 
loans, repayments are automatically provided for on the 
fulfilment of their purpose. In the case of other loans, 
they must be made out of savings, and by compulsory 
annual insts.lments where the period exceeds one year, 
and preferably by instalments on es.ch crop in the case of 
loans to agriculturists. 

Subj€ct to the condition that the terms of loans must 
depend on the terms for which deposits are held, and that 
repayments due within a given period should exceed the 
deposits falling due within the same period, Central insti
tutions may grant loans either recoverable in fixed instaJ
ments or on pro-notes nominally payable on demand, the 
repayments corresponding with the repayments made by 
the Society's members. In correlating loans and depo
sits, it is not correct to count on renewals of deposits_ 
Central institutions should pay much more attention 
to fixing proper periods for loans and convenient dates for 
repayment, which should usually be at or within three 
months after harvest. 

Puu<taalily. Punctuality in repayment is of vital importance. n 
remains a.s true to-day as when it was first emphasised by 
the Jdadagan Committee, that. " there is no defect more 
prominent or more dangerous in. the management of co
operative Societies in India than the exceeding laxity 
and unpunctuality in the repayment of loans as tolerl!.ted 
by Societies in SOIDe provinces," and that, "unless loa.ns 
are repaid punctually, co-operation is both financially and 
educationally an illusion." 

While the prompt repayment of loans should be 
rigorously insisted npon,punctuality should be secured by 
the application of personal pressure rather than by the 
levy of penal interest. Penal interest, if levied, should 
Dot be exoessive; in 'any case it should not exceed the 
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ordinary rate by more than two per cent. On the other 
hand, it is desirable to have a regular system of rebates 
for prompt repayments. 

Renewals and extensions should not be granted too ExtewUollll. 
freely and without just cause. In exceptional circum-
stances where there are good reasons for a member being 
unable to make repayment on the date fixed, the com-
mittee is justified in granting an extension up to one year 
when the time for repayment arri,es. Renewals in the 
case of crop loans should be for periods not in excess of 
three months, and in the case of other loans should not 
ordinarily exceed six· montbs. Extensions of short-term 
loans sbould only be granted in the case of crop failure; 
and in such case they should be freely sanctioned. 
Extensions should not be granted by Central financing 
Banks unless applied for by the Societies concerned. 

The village Society has to obtain the approval of 
the Central financing Bank. before au extension of the 
period of repayment can be granted to members. But 
often this approval is granted very late. Extensions are 
sometimes' not given where they might legitimately have 
been. The system adopted is often inelastic, and not based 
on a definite policy having reference to actual conditions, 
agricultural and other. 

The present hard times call for caution in financing 
on the one side, but also easier facilities for repayment on 
the other. Instalments l'equire to be refixed by Central 
institutions in the interest of borrowing Societies. And, 
likewise, the instalments payable to Societie~ by their 
members may have to be spread over 30' larger period as 
far as their resources JIlay permit. In deserving cases and 
where the prospects of recovery may be improved by the 
concession, extensions of time may be granted and 
repa.yments eased in other respects (as by the remission of 
penal interest). . 

Steps should be taken to assure fresh finance to 
Societies based ou the extent of the recoveries made by 
them, as well as to members through their Society in case 
they discharge their individual liability irrespective of the 
financial position of the Society. Such an assurance will 
have a welcome effect in this time of stagnation. The 
aim should be to reduce each member's liability by easy 
instalments in oonsonance with present prices of agricul
tural produce. 

All payments on account of decreed debts should Adjusbneula 

be carried to principal and not to interest; no credit of paymen ... 
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should be taken for interest until the principal has been 
repaid. 

NOTE-Messrs. Krishna Roo and Sash.. Sa.tri dissent from 
this and consider th .. t payments should first be nppro
p.·i .. ted towards """rued interest, and the balance if any 
towards ptineipa.l. 

The adjustment of repayments towards new loans, 
instead of towards the earlier one, is a mischievous 
practice, which should cease with the more rigid scrutiny 
of applications. . 

Repayments must be real, and must corn'spond with 
a re!\l reduction of the borrower's liabilities, and not be 
made by a re-arrangement of debt~. 

True accounts must be kept on a strict cash basis. 
If, Cor instance,a crop loan is postponed, it is better to 
show it as extended, than to include it in a fresh loan. 
Otherwise they merely tend to encourage book adjust-
ment. . 

Fictitious or paper adjustments (that is, nominal 
repayment and re-advance of a fresh loan on the same 
debt) are an insidious and da.ngerous irregularity, the 
prevalence of which makes it almost impossible to deter
mine .the real work of many Societies. The Maclagan 
Committee thought that the prescribing as a remedy of 
an interval between the two transactions cannot always 
be suitably applied; and that the only method of combat
ing tho evil is by speciaJ care at inspection to expose all 
such cases and to wa.tch the maintenance of a proper 
working relation between the money received from 
members and that paid to the Central Institution. 

The practice of book adjustments is said to have 
decreased, if it has not altogether sLopped, during the 
last few years, a process which may have been helped by 
the diminisbed borrowings of Societies and the inability of 
individual members to raise loans elsewhere to make 
temporary repayments to Societies. But frequent re
newals of the same loans on paltry payments are still 
common. Renewals should not be permitted until the 
interest in full and at least 25 per cent of the principal is 
paid by the borrower, nor in any case till after the lapse 
of Ii prescribed interval, which should not be less than a 
month or six weeks. 

With a view to systematize the general working and 
tinance of Societies, it is desirable to insist (as is being 
done in Bombay) upon the maintemmce of what are 
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called" Credit; Stat;ements." They are intended to show 
exactly the position as regl~rds each Society in relation to 
the financing institution, and each member in relation to 
his Society, in the matter of total indebtedness, actual 
repayment in respect of each pro-note, the assessed 
repaying capacity, and eligibility for fresh finance. Even 
Societies which do not require or ask for finance should bo 
ad vised to prepare such statements. The credit state
wents should be carefully scrutinized. 

In order, as {ar as possible, to give offeot to tho tmaudand 

principle that tho demand should have some reference to ... =';18. 
the actual repaying capacity of the borrower, it is also 
desirable (as in Bombay) to introduco a system of 
H Demand and Recovery" statements, which are prepared 
about harvest time on the basis of the outturn of crops and 
the level of prices. They will also contain an estimate of 
the recoveries which a Society expects to make from its 
membel's and repay to its financing Bank. The Bank in 
turn assures fresh finance to the Society in proportion to 
recoveries (as previously indicated). 

'rhe system of accounts should show dearly whether t:0unts 01 
any repayments have been made, what loans have been .S. 
extended, and which havfl become overdue. [When the 
system of normal cash-credit becomes common, there will 
of course Iw. nothing technically overdue, and it will only 
be necessary to see that accounts are properly operated 
on.] . 

l'he account of each class of loan should be kept 
separately, and should show the total amount in each 
class actually overdue at any particular time. 

Renewed and ov.erdue loans must be clearly discern
ible. They should be shown distinctly in the balance 
sheet, classified into-

(1) loans on which only one extension (usually for 
three or six months) has been granted; 

(2) loans on which one or more extensions for 
longer periods have been granted; 

(3) loana on which extensions have been refused. 

Overdue loans should be transferred to a separate 
ledger, and quaJ'terly reports sent to tho Central financing 
Bank. Loans overdue for more than three years should 
?rdina.rily be treated as bad debts. Figures for overdue 
mterest due by Societies to a Central institution should 
be shown separately in the statistics published but not 
included in its bah1Jlce sheet or profit and ·loss ;tatement. 
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Central Institutions should keep a regis;,er of the 
history and financial position of each affiliated Society, to 
be written up every year. 

Recoveries of dues should be made by the Society 
with its own. staff, and not by the help of any outside 
agency. In view of the large increase of overdues at the 
present time, it will be necessary for Societies (either 
singly or jointly) to employ special agency for tbeir 
collection. Financing institutions should have their own 
Inspectors to go round during the harvest season to attend 
to collection work. Such a staff has, as a matter of fact, 
been entertained by the Apex Bank. 

While the Registrar may render such assistance as is 
possible in the recovery of long-standing dues from 
Societies, the Central institutions should rely on their 
own staff for exercising pressure and effecting and 
controlling recoveries. They should not, however, ordi
narily institute proceedings against defaulting Societies, 
but apply to tbe Registrar in the first instance to take 
action under Section 36 to make an inspection and 
enqniry, followed, if necessary, by supersession aud 
liquidation. 

In areas where decree debts are heavy, arrangements 
should be made by the Registrar with the Revenue 
Department for the entertainment of special Revenue 
Inspectors at the cost of the Societies concerned. 

The members of committees should be mad() 
personally responsible, jointly and severally, for the repay
ment of loans which by their negligence may have 
become time-barred. 

1.'he following figures indicate the proportion of over
duc~ to total demand in Centra! financing institutions 
a.nd primary Societies during the last ten years:-
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Considering t·he abnormal oonditions through whioh 
the movement has been pa~sing, it is not surprising that 
the overdues, particularly in the primary Societies, are 
heavy. Recoveries as a whole have not been satisfactory 
during the period under consideration. The percentage 
of uncollected dues to total demand has been fluotuating, 
but has not markedly improved • 

. Various factors have contributed to the present ea .... 01 

unsatisfaotory position. =i\l:,~""" 
The first pla('-e among them must be given to the 

severe economic distress whioh has prevailed throughout 
the oountry during the past five or six years. The 
unfavourable- agrioultural and seasonal conditions, with 
the uuprecedented decline in the prices of commodities 
3.nd'in the yield from land, have vitally affected the 
repaying capacity of the agrioulturist, besides greatly 
appreciating his liabilities on account of the fluotuations 
in values. On the other hand, all classes have been 
a.fi'ected by the growing competition and unemployment. 
The increased cost of living consequent on a general 
readjustlllent of the standards of life in recent years, 
often no doubt coupled with the failure to reduoe optional 
expenditure on luxuries and extravagant expenses on 
m'.lrriage, drass, ete., has also tended to lower the capacity 
of most persons te sayo . 

. A part from the economic depression, there are various 
other oauses which may be or have been assigned for the. 
poor recoyeries, snch as the increased activity by landlords 
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in the, recovery of rental arrears, and by money-lenders of 
their debts; the growing indifference of cnlti vatorl' to 
their obligations, with the increase of their burdens and 
calawities; the knowledge that grain, etc., cannot be 
attached in execution, and that considerable time can be 
obtained in execution proceedings; the fall in land values 
and the lack of bidders, waking cash recoveries difficult· 
IUld possibly, also, expectations of concessions fro~ 
debt conciliation and other impending or anticipated 
measures. 

The initial ca.use of o,erdues may in many cases be 
traced to the insufficient scrutiny bestowed on loan 
applications, the eligibility for a loan beillg determined by 
the adequacy of the securit,Y offered rather than by the 
productive character of the purpose of the loan; to the 
defective arrangements for valuation of property and for 
verification of title; and last, but not least, to the culpable 
negligence and apathy of many committees in the maLter 
of t.aking timely and effective measures for the recovery of 
dues. 

OVer and above these causes, there are others which 
concern the borrowers chiefly, such as the fact; that, 
since the interest chH-rged by Societies is usually below the 
market rate, borrowers do not always trouble to repay. 
Nor are they otherwise in a. position to do so from outside 
borrowings, as money-lenders are reluctant to lend to 
them as freely as before. A fairly good proportion of the 
debts, moreover, having been taken for the discharge of 
prior debts and for unproductive purposes, repayment of 
the loa.ns under present conditions is extremely difficult. 
There is also reason to think that the rise in overdues is 
due in no small measure to wilful default, which has heen 
gathering considerable force owing to the difficulties in 
executing Societies' awards. It is not too much to say 
tha.t demoralization has set in among members; and 
recoveries a.re proportiona.te to the a.mount of persuasion 
and coercion used by Societies. 

Financing institutions are also responsible for the 
situation. Loans were sometimes granted in excess of 
repaying ()8,pacity, and extensions of loans were not alwa.ys 
granted promptly. More than all, there is the listless 
attitude of committees, lest they should become unpopular 
by resorting to coercive steps in the matter of collections. 

A considerable proportion of overdues is out
standing against Societies under liquidation and award. 
Also, recovery by execution is in many cases slow. . 
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One of the methods or dealing with arrears commonly Remedid 

adopted is to charge penal interest on the amount overdue meao ...... 

at an enhanced ra te from date of default. But this is not 
very effective even in normal times, and is· even less so in 
present circumstances. 

The application of persona.! pressure on the borrower's 
flUl'eties should always be the first of the precautionary 
measures to be adopted. Apart from this, the only other 
way of ensuring payment is to put pressure upon the 
borrower to repay according to the best of his capacity. 
In ca.se of contumacy, the claim should be referred to the 
Registrar for decision, application for conditional atta.ch
ment of property being made whenever action to defeat or 
delay executiou is a.pprehended on the part of the debtcr; 
a.nd as soon as the decision of the Registrar has been 
passed, steps should be taken to enforce it. But where 
the debtor shows a willingness to meet the liability to the 
best of his ability, coercive process may be pestponed if he 
makes a bona fide attempt to discharge a part at least of 
his lh.bility, and either gives assurance tbat he will not 
alienate his property to .evade liability or gives a first 
mortgage Oil it I\S security for his loan. . 

Persons against whom coercive steps have been taken 
show tbemselves to be unfit to continue to be members, 
and should automatica.!ly cease to be such (unless liable 
only as sureties). 

In this manner, while sbowing due consideration in 
deserving cases, and without going in for whol~sale 
expropriations and expulsions, Societies will in course of 
time be compact groups of persons wbo can trust each 
other and have by past conduct shown themselves wortby 
of membership. . 

A person who has defaulted in respect of his own 
loan lor three months sbould be disqualified from the 
office of a mem ber of the committee. 

Apart from measures that have to be normally taken Special 

to deal with overdue loans, the present exceptional m ........ 

ciroum!ltances call for some special action. . 
Societies and financing Banks should nndertake a 

systelllatic examination of their financial position with 
reference to their outstandings. 

Every loan in ea.e4 Society should be examined with 
a. view to asoertain whether it. is adequately secured, and 
whether action should be taken at once to collect it or 
time can be given to enable the borrower to pay it of' his 
own accord. If it is found that with certaiu concessions 
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borrowers are likely to repay their dues in full without 
coercive action, such concessions .. may be given for 
instance, a suita.ble extension of time for repayment· the 
reductiop. of the rate of interest (where originally too high) 
on condItion of future regular payment, ana the waiving 
of penal interest. . 

In addition to action taken by Societies, the Central 
institutions ~hould themselves set on foot intensive 
schemes for an examination of all loans outstandinu 
against members in primary Societies. All loans which 
are found on scrutiny not to have been adequately secured 
should be listed out, and additional security required to be 
taken. Debtors may be given suitable extensions of time 
with a view to avoid the sale of their properties on con
dition of tht'ir giving adequate mortgage security, the 
mortgage bonds being assigned by Societies to the Central 
financing Bank. In cases where additional security is 
not forthcoming, immediate stt'ps should be taken for the 
recovery of long-standing arrears. In this manner loans 
outstanding against membllrs (If village Societies will be 
adequately secured, even if it be not possible to collect 
them fully. 

A II this is pru:t of the scheme of rectification which 
is actively in progress in most provinces in British India 
and likewise in Mysore. Societies with heavy overdues 
should be rectified without delay; and where it is not 
possible to do so, the question of supersession or liquida
tion .should be considered. 

In view of the exceptional seasonal and other 
conditions which have affected the repaying capacity of 
the poorer classes, it ill not possible to enforce coercive 
measures with rigidity. As a. matter of fact, a. good deal 
is already being done to give such relief as is possible to 
deserving members. Coeroive action is being put off 
against memberfl who, though unable to pay, have enough 
transferahle property to olier as seourity by way of first 
mortgage. Liquidation proceedings are prolonged and 
easy instalments fixed. Some Banks have been fixing 
their demands with due regard to the crops of the year, 
and take ooercive action only if members fail to pay even 
what thoy are able to do. 

When a comprehensive scheme of debt conciliation 
is introduoed, it may no doubt be possible fot· Societies 
(under suitable conditions to be adverted to later) to 
undertake to oonoiliate their own dues in the interests of 
deserving borrowers. 
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Apart from all such mea.sures, a; policy o.f I~nienc~ by 
wholesale remissiontl or long postponements IS ImpossIble: 
The bulk of the money with which members of Rocieties 
are financed is obtained from deposits made by the public 
by way of investment, and consisting often of the savings 
of persons of moderate means or the provision for widows 
and orphans. It is not possible, nor is it in the interests 
of the movement as a whole, for co-operative Banks to 
make large-scale concessions to over-indebted members at 
the expense of depositors, much less to run to the res/JUe 
of agriculturiRts outside the movement. 

3. Division of Net Profits. 

Section 83 of the Regulation declares that the funds Sta~l?ry 
of a Society shall not be divided among its members. prov ... OD. 

Accordingly, funds like the Reserve ~'und are indivisible, 
and no member can claim in them a specific share. It is 
only from net profits that a dividend can be distributed, 
and that too after the R.llotment of a statutory minimum 
to a reserve fund. After this allotment is made, it is 
open to the Society to make ., payments (among the 
members) from the remainder of such profits and from 
any profits of past years available for distribution," "to 
such extent and under snch conditions as may be prescribed 
by the rules or by-laws." 

The word "payments" in the Section includes both. 
the regular or ordinary dividend and any bonus paid in 
addition. So it will not be open to a Society to 
€llhance the amount distributed to members above the 
maximum prescribed by calling the excess a. bonus. 
Honuses, in fact, should be absolutely probibited in co
operative institutions; there is not the same reason for 
them as in joint-stock Banks. 

The irregular practice of declaring dividends out of CalculAtion 

unrealized interest is in vogue in the Apex Bank and in a. r!~e,;.. 
few other urban institutions, and heavy amounts of such 
interest are, it is understood, outstanding in the balance 
sbeots as assets for long periods. _ 

There should be a definite ruie under the RegUlation 
prohibiting the inolusion, for the purpose of reokoning 
profits for distribution among shareholders, of a.ll overdue 
interest-that is, interest aocrued due but unrealized for 
more tha.n six months. But in the case of Central insti~ 
tutions the Registrar may, in specia.l oases, permit an 
exelllPtion in favour of preference shareholders when he 
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considers such a course justified or desirable. Interest 
earned but not realized should be shown separate:y in the 
profit and loss account. All accrued interest so deducted, 
which is actually recovered during a subsequent year may, 
however, be permitted to be a'lded to the profits of such year 
available for distribution. No dividend should be paid 
otherwise than out of profits actually realized. 

It is important to see that paper .credits' by book 
arljnf;tment are not bken for profits actually realized 
in cash. 

In order to prevent the neglect of co-operation in 
favour of individual profit, the ma.xiruum individual 
holding of shares hM been prescribed under the Regu
lation, and the maximum dividen!l that may be declared 
in favour of sha.re-holders limited to 7t per cent under the 
rules. 

While the actual rate allowed will tlepend on the 
nature of the institution, and vary with the amount of 
net profits available, the principle should be to rigorously 
restrict the maximum dividend on shares to a fair interest 
on capital. The actual rate may be slightly (that is, by 
one or at most two per cent) above the ordinary borrowing 
ra.te of the institution or the average rate of interest paid 
by it on fixed deposits, but in any case not in excess of the 
ordinary lending rate of the Society. 

Apart from general considera.tions, it is also usually 
.found necessary to impose specific restrictions and 
conditions. Thus, agricultural credit Societies should be 
prohibited from distributing dividends except with the 
Registrar's special sanction. In Societies with unlimited 
liability and without sbares, no division of profits should 
be a.lIowed at all; but where there a,re shares, profits 
should not be divided so long as a Society holds deposits 
from non-members, or is under the necessity of borrowing 
from a Central institution for its ordinary transactions. 
Where,. however, the lia.bility is limited, a dividend on 
shares may be permitted subject to the prescribed limits 
and out of profits actually rea.lised. 

The question has been considered whether, in CMes 
where dividends are permissible, provision m!l.y not be 
made for their compllisory a.ccumulation up to a prescribed 
amount, say Rs. 50, before they are actually disbursed. 
This will he to regard them as thrift.deposits, and it will 
also no doubt tend to an increase of working capital. But 
the balance of available opinion is opposed to any measure 
of compulsion in the matter, and in favour of the periodical 
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distribution of dividends as and when declared, both as an 
incentive to the taking of additional shares by members 
and as promoting publio oonfidence in the stability of the 
institution and tending to attraot outside deposits. It 
may be possihle to offer inducements in the shape of a 
speoial rate of interest on dividend amounts accumulated up 
to a oertain limit and period; but a (',ompulsory rule is 
oonsidered inexpedient. The same remark may be made 
with regard to rebates on purchases. 

A weloome ohange in the attitude of Sooieties and 
Banks has been the deoll1.ration of lower dividends during 
the past few years. This is due partly, of course, to the 
deorease in profits, but partly also to the feeling that 
during the present depression the dividend to shareholders 
in a co·opera.tive institution should not exoeed a reasonable 
interest on oapital. The renent limitation of the maximum 
rate iu urban Sooieties to 71 per cent has undoubtedly had 
a healthy effect. 

4. Beserve Fund. 

Although the surplus assets in the shape of Reserve S'!'t~to,y 
are primarily intended to come into play in the event of Dllnlmum. 

liquidation, they constitute a most importR.nt element in 
the working capital, since they are the permanent and 
indivisible property of the Soeiety of whioh it has the free 
use and benefit. 

Reserve funds may be of two classes: a general 
reserve set aside out of profits to provide additional 
working capital, or to strengthen the liquid resources, and 
to be avai!a.ble for contingencies; and speoifio reserves 
to provide for some probable or estimated loss on the 
realization of certain assets (e.g., investment depreciation) 
or in respect of pending transactions (e.g., bad debts). 

Section B3 prescribes a minimum for the reserve 
fund of at least one-fourth of the net profits in each year. 
It is open to Government, however, under Section 47, to 
exempt any Society from this obligation to put by 25 per 
oent of its net profits to reserve, or to prescribe any other 
lUinimum. In addition, the Government is empowered 
by Section 44 to make rules generally to provide for the 
formation and maintenance of reserve funds in any 
Society or class of Societies, as well as for the application 
and investment of such funds. 'rhrift and savings 
Sooieties, which neither borrow from non-members nor 

.lend to members in P.KOess of their assets, should be 
exempted from maintaining a compulsory reserve. 

8 
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The object of a Society should be to accumulate a 
reserve fund until it obtiUns a capital of its own sufficient 
to meet all needs and thus becomes independent of outside 
assista.nc~. T? ensure the reserve fund growing quickly, 
the margm of mterest on loans to members should be kept 
fairly high. The growth of reserve funds in rural credit 
Societies is hampered by the low margin available for 
working expenses and the consequent slllall profits. 
Urban credit Societies, however, with their large working 
cll.pital and handsome profits, are usually in a position to 
build up decent reserves. 

The share capital plus the accumulated reserve fund 
should not be less than one-tenth of the total liabilities 
(including loans and deposits). The present average 
proportion for primary and Central institutions in the 
Mysore State is, respectively, 1: 1'2 and 1: 5, which is 
satisfactory. , 

The first fUDction of the reserve fund is, of course, 
to cover bad debts. Bad debts may .be written off against 
the reserve fund of any Society; and in the case of limited 
liability Societies, if the bad debts exceed the reserve 
fund, the balanue remaining may be written off against 
the share ell. pital. 

Section 32 of the Regulation permits a Society to 
invest or deposit its funds in the Government or Post 
Office Savings Bank, in the shares or on the security of 
any other Society, or with any Bank or banker approved 
by the Registrar, or in any other mode permitted by the 
rules. The rules provide that, "with the previous 
sanotion of the Registrar, the reserve fund or part 
thereof may be utilized as working oapital, or may be 
invested in the pill'chase or leasing of land or in the 
oonstruction or acquisition of buildings, or in such other 
manner as may be necessary or desirable for the conduct 
of the Society'S business." 

Usually, the reserve fund should he invested in one 
or other of these modes up too. limit prescribed by the 
Registrar. 

The excess beyond the limit prescribed should, on 
principle, be employed productively and not kept idle. 
There is no reason why a Society should be required to 
invest all its surplus funds in an outside institution when 
by utilizing it in its own business, as in the way of loaDS 
to its members, it ma,y earn greater profits. In Societies 
of unlimited liability, the bulk if not the whole of the 
reserve fund .may be used in their ordina.ry business a~ 
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working capital; so also in Societies whioh have no 
deposits. But in other Societiss a moiety of the reserve 
fund should ordinarily be invested outside. 

In the oase of the Apex Bank, one-third of the 
reserve fund should ordinarily be required to be invested 
in gilt-edged secnrities, including redeemable Government 
securities or land mortgage or other debentures guaranteed 
by Government, and the rema.inder permitted to be 
employed as working oapits.1. 

Reserve funds of primary Societies should be either 
invested in gilt-edged securities or guaranteed debentures 
as aforesaid, or deposited with their Central financing 
institutions. The latter, for their part, should offer these 
Sooieties slightly higher rates of interest on suoh deposits 
than those allowed in the Government Savings Bank, and 
also afford them appropriate cash-credit fa.oilihes up to the 
amount so invested, on terms not exceeding by more than 
one per oent the rate charged on the invested a.mounts. 

The option given to a Society hy Section 32 to invest 
funds in the shares of any other Society should be qualified 
by a proviso (as in the Bombay and Madras Acts) that no 
such investment shaII be made in the shares of any Sooiety 
other than one with limited lia.bility. 

Where any portion of the reserve fund is permitted 
to be used a.s working capital, interest thereon at the 
same rate a.s for deposits for one year should be added to 
the reserve. 

5. Special Fu-nds. 

In addition to the Reserve Fund proper. required by 
law to be maintained, there are othe-r funds whioh it is 
open to a Sooiety to form. 

A special reserve set apart for equalizing dividends Dividend 

seems to be in oontempiation of the Regulation, the same ~t"'1lon 
to consist of "any profits of past years available for 
distribution" : vide Seotion 83. 

In fixing the limit for dividends, the existence or 
absence of this arrangement for equali~ing the return to 
shareholders may be taken into consideration. So if the 
dividend in a Central institution in any year falls below 
the maximum, the shortage may be made up in subsequent 
years when the profits allow, as, an incentive to the 
collection of overdue interest. .) 

Co-operative Sooieties and Banks should be required Boa Deb, 

to make satisfa.otory provision for all overdue loans con- Fund. 

sidered to be irreooverable before any dividend is deolared. 
8-
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It is true that it is itse If the primary function of the 
reserve fund to cover such irrecoverable dues. But 
instead of breaking into the statutory reserve by writing 
off each year's bad debts againRt it, it is much better to 
keep it strictly,as a reserve, and, after the building up of 
a reserve fund has made some progress, to form a special 
Bad Debt Fund in addition. To this flhould be carried 
every year a reasonable amount of the profits after the 
statutory allocation to the reserve fund. This will be 
an important line of defence and add to the financial 
strength of the institution as well as to the confidence of 
the investing public. The provision of a Ba.d Debt Fund 
is particularly desirable in institutions where as a rule 
only the legal minimum of 25 pel' cent of the net profits 
is carried to reserve; i,t may be dispensed with where a 
substantial alDount in excess of this is placed to reserve 
every year. Such a measure of precaution is of particular 
value at the present time, when overdues and anticipated 
bad or doubtful debts are on the increase. 

A Building Fund is permissible, provided its formation 
is postponed until an adequate fluid reserve has been 
provided. Buildings erected should not be too expensive 
or pretentious. 

All limited liability Societies will be well advised to 
create a "Share Transfer Fund" by voting a portion of 
the undistributed annual profits to this purpose. By this 
means transferable shares are made withdrawable so far 
as the holder 'is concerned, as the latter can sell to the 
Transfer Fund instead of having to wait for an individual 
purchaser. 

6. Contributions to Charitable Purposes. 

It is open to a Society, with the sanction of the 
Regist.rar, after a fourth of the net pronts in any year has 
been carried to the reserve fund, to contribute an amount 
not exceeding fifteen per cent of the remaining net pronts 
to any cha.ritable purpose: vide Section 34 of the Regula
tion. The expression "the remaining net profits" 
implies that the contribution may be made irrespective of 
whether a. dividend has been declared or not. 

The definition of "charitable purpose" given in the 
Section should be carefully noted: it includes the relief 
of the poor, education, medical relief, and the advancement 
of any other object of public utility, but does not include 
a purpose which relates exclusively to religious teaching 
or worship. 
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The limit of contribution may be raised to 20 per 
cent of the net profits, as has been done in Bombay; and 
at least one-third of the aggregate contributions of Societies 
may be ea.r-marked as a provincial fund for the promotion 
of education in the principles and methods of Co-operation. 
as recommended ill Chapter IX. 

For thtl rest, Societies will be welll\ilvised in devoting 
a substantial proportion of their Common Good Fnnd to 
objects which concern their own poor members. 
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FLUID RESOURCES, STATE Am, ACCOUNTS. 

1. Fluid Resources. 

"Fluid Resources" comprise those assets which are 
held in a liquid form, whether in cash or in easily 
realizable outside investments, in order to meet the claims 
of depositors or to provide for financia.l needs in times of 
specia.l scarcity. 'While the reserve fnnd is meant to be 
accumulated as the permauent property of the Society, to 
fall back upon (along with the share capital) in the event 
ofliquidation, tbe Fluid· Resource has for its object to 
ensure the ability of the Society to meet its obligations to 
depositors. . 

Every Society is expected to maintain adequate fluid 
resources for meeting all its deposit liabilities. Societies 
which hold large deposits should arrange to have a cash
credit with their Central institutions for meeting demands 
unforeseen aud unprovided for. Loans from other Societies 
or Banks should not be resorted to except when absolutely 
necessary to meet calls which could not be anticipated or 
otherwise provided for. 

Central institutions must keep a fluid resource to 
meet contractions of credit entailing withdrawals of 
deposits at due dates (ensuing from agricultural calamities 
or trade difficulties involving low prices), possibly acCOIll
panied by failures of Societies to repay loans and by 
further calls for financing urgent requirements of affiliated 
Societiee. They should help their affiliated Societies with 
cash-credit facilities, while themselves obtaining such 
facilities from the Apex Ba.nk, and in the ca.se of the 
latter from the Bank of Mysore or from Government. 
The provision and maintenance of an adequate fluid 
resource by the Apex Bank is the keystone of the financial 
system. '. 

The standard of fluid resource to be maintained 
depends mainly on the extent to which deposits are held, 
including their nature, amounts and periods of maturity. 
In the case of a financing Bank, it must suffice to illeet 
its own requirements and those of primary Societies which 
have entered into arrangements with it. The standard 
should be subject to periodical readjustment, preferably 
every quartel'. 

118 
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For limited lia.bilitv Societies with deposits under A.ooramg to 
Bs. 20,000, a.nd for unlimited Societies as a whole, the I ... i ... ....,.. 

sta.nda.rd of fluid resource to be lnainta.ined may be left to 
the Registrar's decision. They must however make 
regular estimates and keep sufficient ca.sh bala.nces, a.nd 
not lea. ve the matter to chance. 

The Provincia.l Apex Bank should maintain as fluid 
resource a sum sufficient to cover one-third of the possible 
liabilities for the en~ning year. 

In primary urban' Banks with deposits of or over 
Rs. 20,000, every effort should be made to work up to the 
standard recommended for the Apex Bank, al tl~ough, owing 
to the fact that they have to look to local sources for the 
bulk of the money required in addition to their owned 
capital, they may have difficulties in doing so. The 
Registra.rshould endea.vour to help urba.n Banks by 
obta.ining cash-credit facilities for them on the collateral 
security of their members' pro-notes. . 

A general sta.ndard of 50 per cent for fixed depoRits For Fixed 
ill too high and will tend to make it unprofitable for Banks DepoBliB. 

to offer a. rate of interest sufficiently attraci;ive to tempt 
depositors. 'It seems sufficient to maintain as fluid resource 
30 per cent of the fixed deposits falling due within the 
next six months, or 50 per cent of those fa.lling due 
within the next 30 days, whichever is higher. 

As far as pnssible, large deposits of more than 
Rs. ] 0,000 should be split into sma.lJer sums, the due 
da.tes of which should be spread over a suitable number of 
montbs or years, and made to synchronize with thll 
periods when repayments (from sale of harvests, etCl.,) 
may be expected from members, or are ordinarily expected 
from Societies. In addition to the fluid resource required 
fol' other deposits, at least 66 per cent of the amount 
required in the case of these large deposits should be 
available two months before repayment is due. 

With regard to current accounts, notice of large For Deposi .. 
'thd 1 • ht b . d F "I" thO " . b at Coli and WI rawa 8 mig e require" a.1 mg IS, It IS a so- Ourrent 

lutely necessary to have a higher standard of fluid Ace.u."" 

resource than for fixed deposits; and this, provided proper 
care a.nd precautious are' taken with regard to current 

. accounts, may be fixed at 40 per cent. The same sta.nd
a.rd will be required in respect of ~he undrawn balance of 
cash-oredit to Sooieties and members. 

Societies ma.y be required (as in Madras) to keep 25 For Sovmg" 

per cent of sa.vings and thrift deposits as margin, which ~~n 
seems sufficient in praotice. 
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The Apex Bank should be required to maintain in 
the form of fluid resouroe at least 40 per cent of the 
amount of cash-oredits allllwed to other Sooieties as oover 
for deposits in them. 

It being an axiom that any Bank taking deposits 
must maintain a reserve of oash or easily realizable securi
ties of adequate size to E'nable it to meet its depositors, 
the question arises as to the form in which this liquid 
resource should be invested. A well-managed, joint-stook 
Bank is in a position to distribute its funds in equal pro
portions among cash, investments, and loans. B.ut 
co-operative Banks must deal ill securities of a very 
different nature, owing to the much longer periods of 
their loans, the uncertainties and fluctuations ill repay
ments, the absenoe of facilities for reconversion of Sooieties' 
paper, and other causes. They have therefore to maintain 
adequate fluid resources in. cash or gilt-edged easily 
realizable securities. 

As a rule, fluid resouroes should consist of: cash in 
hand; the undrawn cash credit with a recognized com
mercial Bank; and 80 per oent of the ourrent market 
value of authorized securities. 

Cash-credits given by presidency and commercial 
Banks are exoeedingly useful and legitimate fluid re
source; but the terms on which they are enjoyed make 
them a rather uncertain resouroe, and exoessive reliance 
on them must be avoided. The Indian Central Banl{ing 
Enquiry Committee emphasized the importance of t'ash
credit and overdraft facilities being generously given by 
the Imperial Bank on proper co-operative paper satisfying 
tbe standards prescribed by the Bank. Similar facilities 
from the Bank of Mysore ought reasonably to be expected 
in the case of the Central co-operative institutions in the 
Mysore State: l-oide Chapter IV. The continuance of 
suoh facilities, when granted, should be ensured and made 
obligatory by contractual guarantee or other suitable 
method. 

In the event of a Central institution opening a con
nection with a well-established commercial Bank, and 
obtaining finance froUl it for crop purposes, the latter will 
probably permit the deposit of the fluid resource in cur
rent account, and allow interest on the day-to-day balanoes 
at the same rate as that charged on the cash-credit 
granted for crop finance up to the amount of the latter. 
Such 8. facility ·would be of great benefit to Central ins
titutions, as they would, in U1any cases, receive illlllledi-
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ate intereet at 110 favourable rate for every rupee of fluid 
resouroe maintained. '1'he Apex Bank should in its turn 
afford similar facilities to urban Bauks receiving large 
deposits. 

Urban Banks would be'well advised in investing a 
substantial portion of their fluid resources (as well as of 
their reserve funds) in the purchase of Government 
securities. These may be placed with the Central financ
ing institution as cover for a cash-credit. This will avoid 
tbe loss of interest arising from idle cash balances, and 
will not make the resources less fluid. Interest will be 
received on the investments, while it will only be paid 
on the drawn portion of the cash-credit. 

Of course, securities held in respect of the reserve 
fund cannot be regarded as normally available as fluid 
resource. The object in the two cases is different, and 
the investments should be kept distinct. 

All credit Societies should submit quarterly state- Periodical 

ments to .tbe Registrar, showing in detail that the rules ir.= 
in respect :of fluid resources are being observed. The 
reports of the Central institutions should be reviewed 
by the Registrar, and copies of·his reviews submitted to 
Government. In the case of Societies with a capital 
not exceeding Rs. 50,000, the Auditors should always 
add to their audit memorandum a paragraph stating the 
exact amount of fluid resource maintained and their 
cpinion as to its adequacy. 

2. Disposal of Surplus Funds. 

Surplus funds, (i.e., superfluous money) in urban 
Societies should be regularly passed on for deposit to tbe 
Provincial Apex Bank. • 

Some of the surplus now lying idle in the Apex Bank 
ought no doubt to find investment if the lending rate to 
Societies be suitably reduced (as already recommended), 
The Land Mortgage Bank and some of the building 
Societies may possibly be glad to have the use of the 
portion which consists of long-term funds. 

Apart from such temporary measures, the Apex Bank 
may well take up for investigation, along with the 
Departments concerned, the gener:al question of the Ol'ga
nization and finanoing of industrial and marketing 
Societies. A satisfactory soheme in tbis respect will, in 
addition to i~s direot advantages, also incidentally provide 
ample outlets for all the available funds not required for 
other purposes. 
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3. Special Banking Business. 

Agreeing with the Indian Central Banking Enquiry 
Committee, we are of opinion tbat there is no objection 
to urban Banks doing all kinds of banking business to 
meet the requirements of their members; but that they 
should be debarred from entering into forward delivery 
contracts in any market either on their own account or 
on account of their members. The granting of cash
credits, dealing in cheques, and clearing and remittance 
business, have all been permitted nearly everywhere for 
urban co-operative credit Societies, and, we think, should 
be encouraged in Mysore also. The discounting of inland 
bills may be permitted in the case of urban Banks. 
Urban Banks may also be permitted to advance money 
(irrespecti~e of the individual borrowing power of the 
members as fixed by the managing committee) on the 
security of gold and silver ornaments, on the former up to 
75 per cent and on the latter up to 50 per cent of the value. 

NOTB.-With regard to advancing loans on the security of gold and 
silver, Mr. R&nga R&o thinks that this should only he as 
coll .. teral security, the primary security being personal. 
Messrs. C. S. R. RSQ and Natesan agree with him. 

Sufficient cash balances should be kept by urban 
Banks with the Apex Bank, TE'ceiving from tbe latter 
adequate discount or re-discount facilities. Large urban 
Banks may, witb tbe approval of tbe Registrar, be allowed 
to keep accounts with commercial Banks, especially for 
tbe purpose of discounting, clearing and remittance 
business. 

4.' Concessions to Co-operative Institutions. 

Various exceptional privileges and c·oncessions have 
been conferred by tlie Stste on co-opemtive institutions 
at tbe public expense. Their justification lies in tbe fact 
tbat it was the Government that introduced co-operation 
as a. means of improving the economic status of people of 
slllall means by methods not otberwise open to them, and 
that such improvement is a matter of public concern. 

The privileges and concessions wbich have hitherto 
been granted and a.re in force in the various parts of India 
including Mysore, as well as a few the grant of wbich bas 
been newly recommended, ma.y be classified under tbe 
heads-Legal, Fiscala.nd Admini.strative. 
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(i) Under '" Legal" may be mentioned the fol- Co) I40L 
lowing:-

(a) The prior claim of a registered Society over 
otber creditors in enforcing the recovery of their dues, in 
certain cases; that is to say, in respect of cattle, imple
ments. raw material or other property purchased by a 
loan from tbe Society or consisting of a. crop grown from 
seed obtained by such a. loan. 

This claim, which is conferred by section 19 of the 
Regulation, is somewhat illusory, and can only be made 
effective by the prior claim being replaced by a "first 
charge," as has been done in Bombay. Such replacement 
has been rapeatedly recommended, and may be immedi
ately given effect to.* 

(bJ Non-liability to a.ttachment or sale by decree 
of Civil Court of the shares or interest of members in 
the capital of a. registered Society. 
: (This is without prejudice to the Society's cha.rge 
upon such shares and interest in respect of its own 
dues.) 

(e) A special procedure (as laid down in sections 
43A, 43B a.nd 43C, a.nd in the rules fmmed in this 
behalf) for the disposal of dispntes and the execution of 
decisions and a.wards. 

(d, Admissibility as evidence of certified copies 
01 entries iq the books of Societies. Vide section 26. 

(e) Concessions simila.r to thOBe enjoyed by the Land 
Mortgage Bank under the Regulation may now be granted 
to co-operath·e institutions in the matter of the distraint 
and lillIe of the produce of mortgaged property through the 
Registrar (section 66), and the registration of documents 
on behalf of a.n institution wit bout insisting on tbe 
appearance of a representative of \he institution (section'13). 

As regards the desirability of ext(>nding to the ordina.ry 
co-operative Societies the benefit of the special provLUon 
eoacted by Section '15 in regard to mortages executed in 
favour of land mortgage Banks by managers of joint 
Hindu families, the members of the Committee a.re not 
unanimous. Messrs. Rangs. Rao, t!esha &SUi, Nat.e8an, 
Reddy and Imam advocate such extension, lIS beiD~ calcu
lated materislly to facilitate the recovery of the just dues of 
Societies. Messrs. Krishna. Rao, Ramanathan, C. S. P.. Rao 
and Mehkri a.re opposed to the proposal, on the ground that 
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mortgages jn fa.vour of land mortgage Banks stand on a 
different footing from debts due to Societies, and that a 
concession of the kind proposed will prejudicially affect 
the interests of coparceners. 

The Chairman is inclined to agree with the majority: 
the object aimed at by the proposed concession is not in 
any way to enlarge the provision of the existing Hindu 
Law, which vests the manager with an implied authority 
to contract debts for a joint family purpose, but simply to 
shift the burden of proving legal necessity from the credi
tor to the objector in those cases in which the creditor is 
a. co-operative Society; in this mat.ter of the onus of proof 
both classes of institutions may, in the Chairman's opinion, 
well be placed in the same position. ~l'he reasons for 
the concession in favour of land mortgage Banks, as set 
forth in the following extract from the Select Committee's 
Report on the Bill passed as Regulation I of 1935, seem to 
him equally applicable to co-operapi ve Societies generally: 

.. Such a provision was quite necessary if the facilities for get
ting loo.ns from land mortgage Banks should be available to Hindu 
agriculturists who form a large portion of the population of the coun
try. The mortgage Blinks. which were bound by statutory provisions 
and controlled by the Registrar and the Government, stand on " 
different footing from ordinary creditors. Further, they would make 
"II· the enquiries which a Court would expect of them into the neces
sities of a loan before granting it. Aftsr aU, the section shifted only 
the burden of proof, and did not take away the right of a coparcener 
or a minor from contesting the binding nature of a loo,n contracted by 
the manager of the family." 

({.) It is desirable to exempt all Societies generally 
from the operation of the Agriculturists' R.elief Regulation 
(as in Bombay), instead of providing for the grant of 
exemption in particular cases. 

(ii) PiBOa!. (ii) The following exemptions may be grouped 
under" Fiscal" : 

(a) Exemption of the profits of Societies and of 
dividends to members from the payment of income-tax and 
super-tax. (This and the other exemptions referred to 
below have been granted under the power conferred by 
section 28 ·of -the Regulation.) 

In addition,co-operative SoCieties may well be 
exempted from payment of income-tax and super-tax Oll 

earnings from investments in puhlic securities or land 
mortgage debentures, to the extent of such investments 
as are necessary for the purpose of their fluid resources 
and for the investment of reserve funds as prescribed by 
the rules. 
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(6) Complpte pxemption from paymf'nt of stamp 
duty, registration fees, and conn fees, was being enjoyed 
by co-opemtivp. Sooipties in Mysore for several years.. Tbis 
was modified in 1931 as a measure of financial necessity. 

Docnmpnts executed by or on behalf of a Society or 
by any officer or member of a Society are now charged half 
tbe stamp duty, while docnments executed by Societips 
inter M conti nne to enjoy full exemption. 

Registration is really an item of service rendered at 
the c-ost of the State, and tbe fee:l paid for such service 
stand on a. different footing from pnrely fiscal duties. 'rhe 
Government have directed tbat documents executed by or 
in iavonr of oo-operative Societies be charged half the 
scbeduled rate of fees. 

Both oo-operative and land mortgage Societies enjoy 
fnll exemption from search feES relating to encumbrance 
certifica.t_ ; also from the fee payable onder the Land 
Revenue Rnles for entry in the Special Notice Register. 

The exemption in respect of conrt fee payable on 
snits filed by Societips in the Registrar's Court was reduced 
in 1931 to one-half. As this has prejndicially affected 
both Societies and their debtors, it is to be hoped that, 8S 

800n as financial conditions will permit of its beiug done, 
the full measure of exemption originally enjoyed may be 
restored. In the meantime, where a decision is passed 
withont contest and on the agreement of parties, half the 
institution fee now levied may be refunded as is done in 
Civil Conrts. 

(e) Several witnesses have suggested that C(H)pera
Live Societies as snch should be exempted from payment 
of municipal taxes. This, however, does not seem reason
ahle except on the view that they are charitahle or 
philanthropic associations, which they are not. Nor does 
it _10 possible to support the request that goods inteuded 
for oo-operative Stores should not be charged octroi duty; 
but Railway Companies may be induced. to allow the 
benefit of conoossiona.i freights on such goods when 
carried in bulk. 

(iii) Among the' varions ".A tlmini8trotive" conces- lilll. A_ 

sions already being enjoyed or now recommended may be - .... 
mentioned :-

(a) Remittance and withdrawal facilities, in the 
shape of the free use of Government treasuries and sob
t.rea.suries for remittance for 00- fide credit transactions, 
t.ransfer of funds between Societies at par by means of 
remittance transfer receipts, remittance of money reaJ.ized 
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i? execution of decrees held by Societies, and privileges 
sImilar to those enjoyed by joint-stock Banks in the matter 
of remiUance fa~i1ities .f?r. other than co-operative purposes. 

(b) Special faCilItIes for the withdrawal of funds 
from the Postal and from the Mysore Government Savings 
Bank. 

(0) Preference to co-operative Societies in the 
purc~ase of the re.quirernents of Public Departments, 
provided no financIal loss to Government is thereby 
caused. . 

(d) Above all, of course, is the invaluable privilege 
or safeguard of Government audit as a statutory responsi
bility. 

5. State Aid. 

The policy in regard to State aid to" the co-operative 
movement is crystallizing round the view that the move
ment has been sufficiently long at work to be as a whole 
self-contained -and self-supporting, and that, in the interests 
of the movement itself, Government must disclaim 
responsibility for the provision of direct financial assistance. 
Such a view was, in fact, definitely enunciated by the 
Government of Mysore in an Order of 4th May 1915. It 
cannot he denied that a system of money doles and undue 
special concessions takes away from, if it does not destroy, 
the spirit of self-reliance which is the best gua.rantee of a 
genuine popular movement for economic regeneration. 

But while direct financial aid should not be expected 
as a matter of course, there are directions in which 
assistance from Government is legitimate and desirable. 

To begin with, it is of course clearly incumbent on 
Government to provide adequate and efficient" audit, 
supervision and advice for co-operative Banks, dealing as 
these do with a la.rge and constantly increasing amount of 
money deposited by the public. Apart from this, it is 
also possible .a.nd desirable that these institutions should he 
placed, through the Registrar, in touch with the general 
money market and so given access to ampler, cheaper and 
surer sources of capital than the irregula.r stream of public 
deposits. 

As a form of legitimate assistance not involving 
departure from principle, financial aid should be, as it hILS 

been in the past, given by the State to encourage new 
Societies and new fonns of co-operation, as well as exten
sions in particular directions. Under this category will 
fall contributious to the expenses of the movement in 
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backward tracts and among tbe backward classes ; liberal 
assistance in tbe early stages to the more specialized 
fonus of co-operative activity sucb a.s consolidation of 
holdings, adult education, irrigation, and the like; initial 
advances to Weavers' Societies; advances to industrial' 
Societies for the purchase of machinery; advances at 
concessional rates a.nd for sufficiently long periods for 
the development of co-opemtive production, !lale and 
marketing, and for the building of w3l'ebouses a.nd godowns 
in centres which provide good markets; and long-term 
loans to building Societies, to be advanced every year up 
to a rea.sona.ble limit of anticipated requirements and 
actua.l progress. 

In the early stage of the land mOl'tgage scheme, large 
advances from Government may be iudil'pensable. But 
a.s the Land Mortga.ge Bank is able to rely more and more 
on dehentures issued by it, the appropriate form of State 
aid will be the guarantee of interest on the debentures. 

Fina.JJy, the spread of co-operative education a.nd the 
provision of suitable institutions for teaching a.nd training 
&re a.s much proper objects for State aid and patronage, 
as they &re for active support from co-opemtive institu
tions. 

6. ACCQunu and Returns. 

Every credit Society is required t-o maintain the A ....... t .. 

accounts a.nd boob prescribed by the rules. 
The cash-book should be totalled every month, the 

running total being entered helow it. 
The loan account should mention the object of the 

loan a.s stated in the applioa.tion a.nd checked by the 
committee. The proper application of money advauced 
should be carefully watched. In this connection, the 
taking of proper bonds or pro-notes is very important. 

The ledgers in urban credit Societies should have 
daily balanceil thrown out, and iuterest should he calcu
lated on the decim~1 product system. In rural Societies 
what is required is a simple ledger with enough columns 
to suit the Society's ordin~ry transa.ctions. 

Property statements in agricultural credit Societies 
should be in stitched volumes, a.nd should contain full 
details of properties. 'l'he statement should be revised 
every year, and should be verified by the Auditor. 

All accounts generally should be iu permanent book 
or ledger form, not in the form of memoranda which are 
afterwards thrown away. 
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The committee of every Society is required to publish 
(a) an annual balance sheet showing the assets and 
liabilities of the Society, (b) a profit and loss account, and 
(c) a statement of receipts and expenditure. It will be 
desirable to make copies of these available to depositors 
as well as to shareholders. 

The balance sheet must be a clear statement of the 
position of the Society, and should show dE'posits and loau 
instalments falling due each year, and also extensions a.nd 
overdues. 

Where rural Societies are unable to prepare the 
financial statements una.ided, they should receive help 
from the auditing or supervising. staff, or the returns 
prepared by the auditing sta.JI ma.y be accepted . 

. Central in~titutions should prepare sufficiently full 
a.nd detailed balance sheets; and should, in addition, sub
mit to the Registrar a. quarterly statement of their financial 
position, especially with reference to their lia.bilities to 
outside creditors a.nd their progress in the forma.tion of a. 
fluid resource. 

Central institutions should be supplied by the 
Registrar with copies of a.1I returns received from affiliated 
. Societies. 



CHAPTER vm. 
LONG-TERM FINANCE. 

1. Types of Credit. 

The normal requirements of agriculture involve funds lleq~enla 
of three kinds: fixed capital, to be sunk permanently or ~~. 
for a long period in the acquisition or improvement of 
land llondin the purchase of equipment; circulating capital, 
to be used for short periods in growing, harvesting and 
marketing the crops; and capital for an intermediate 
period, for such objects as the purchase of bullocks and 
the more expensive machinery and for minor improve-
ments, which can be repaid in from two to four years, 
The discharge of prior indebtedness falls in a different 
category. 

These various requirements entail different forms or 
types of credit to satisfy them, according to the periods 
for which fina.ncial assistance is required and the appro
priate source of repayment. Periods and purposes are in 
fact closely inter-connected. Productive outla.y can only 
be repaid from the returns obtained by the outlay, whether 
they represent the yield of the next harvest or the savings 
of a number of years. ~ _ 

The general principle that the period of a loan should C_6 .. _ 

be long enough to allow the borrower to make repayment 01_ 
from the proceeds is at the base of the various c1assi1i-
cs.tions of purposes, with corresponding periods for repay-
ment, which have been advocated from time to time. 

The classification adopted by the Indian Central 
Banking Enquiry Committee is in some respects tbe most 
conveuient. The normal credit needs of the cultivator 
are separated into two broad classes:-

(1) Short-term credit and intermediate credit,to 
meet current out-goings and to facilitate production. 

These would include the buying of cattle and agri
cultural implements (or the hiring of them), the purchase 
of manure and seeds, the expenses of cultivation including 
harvesting, the maintenanoe of the farmer and his family, 
the payment of revenue and rent, a.nd outlay on various 
items of improvements effected in the ordinary course of 
husl>andry. 

(2) Long-term crcdit, for obtaining fixed capital to 
be invested permanently or for long periods. 

129 9 
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This is required for the purchase of land the 
acquisition of costly implements, the cOD,Solidatio~ and 
improvement of holdings, as also the repayment of past 
debts. 

The first class; or short-term and intermediate credit 
is s~cured mostly on p~rsonal guarantee and temporary 
agncultural wealth, while the second, or long-term credit 
is based upon the permanent agricultural wealth in th~ 
shape of land or buildings. . 

The cultivator also requires credit, which may he 
either short-term, or intermediate, for the marketing and 
movement of produce, and for small rural and cottage 
industries. . 

The Government of Mysore (in an important Order of 
15th November 1927) definitely expressed the view that 
"the existing co-operative Societies in the State are not 
qualified to undertake the work of the liquidation of old 
debts on any appreciable scale." Nevertheless, it is stated 
in the Report on Co-operative Societies in the Mysore 
State for 1933-34 that" long-term credit has predominated 
over short-term credit, and that loans for the discharge of 
previous debts, land purchases and improvements, and 
house-building, have all along been more popular and 
attractive than loans for current needs."· It would 
appear that long-term loans are nearly equal iu volume to 
short-term loans. In a previous Report, the fact that 
ordinary credit Societies finance their members for debt 
redemption purposes which, in the nature of things, ca.nnot 
be repaid within the maximum period of ten years allowed, 
was given a.s one of the reasons for the high percentage 
of overdues.t 

Apad from the adequacy of the resources of co
operative institutions, there are other considerations which 
have a close bearing on the matter. 

• Page e. para M. The Report adds: U Even loans obtained for short terms 
and e~ected to be paid back within a year or shorter period bave, as a matter of 
faot, by renewals and otherwise. become annual instalment loaD'S. ".rho main portion 
of the business of the Apex. Bank has indeed been along the line of redemption of pre
viout; debts and advanoes for purcbase and improvement of land, or in shOJi, I4nd 
mortgage banking i and doing tbie bnainesQ through unlimited raral primaries, it has~ 
until tho bard days of the deprenion orept in recently~ done it fairly successfully in 
!lpite of the relativelr ahort period of the ourreney or Ute loatl (being five to ten y€l&rS). 
Nearly 75 per ceot 0 the (Banga)ore) Central Bank's tranuetioDli is aho in 10llg-tenn 
mortgage lo.ma granted ti) individuals direct. Even ihe u:rbau primaries lend fairly 
larger), 101' long torma. for debt discharge, hoose-oonstrnotion, etc. Indeed tbe period 
ofrepnyment in tbe premier primary Bank. the City Oo-operativ-: ~au~ at Ba~«,aIore. 
exbtnd. over 240 months or 20 years; and man, otbe1' urban Societies Ul *:he mt18s of 
Bangalore and MYS01'e, though u it is. they are lending for fairly long penods (:five w 
ten yean) are detirous of fut'~er uteudiug them, and have been doing '-bis from ,bon. 
term deposita." 

t .!.dmini.tratlon Report for 1931-39, J>&ra!llj. 
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An important factor in determining the period for 
which loans may be granted by an institution is the period 
for which it will have deposits or other funds to finance 
them. Since agriculture seldom yields any return nnder 
four or five months, six months may be taken a.s the 
minimum period for the repayment of loans taken for 
ordinary cultivation expenses. But agricultural loans are 
often required for longer periods, and this necessitates 
special care in the taking of deposits to meet them. It is 
not because of the shortage of money, but because of the 
shortage of sufficient long-term money, that ordinary 
credit Societies and Central financing institutions are 
not in a position to meet all the requirements of their 
members in the way of long-term loans for land improve
ments, the clearing of prior debts, and the like. This, as 
a mattE:'r of fact, is ~he very reason why a scheme of 
special land mortgage Banks has been evolved in varions 
parts of India in order to attract more long-term money 
into the movement. 

Another consideration is that based on the nature 
and incidents of unlimited liability, which is a special 
security which cannot be speedily realised on any large 
scale. The fact that it ceases two years from the cessation
of mem bership suggests that in general loan transactions 
should be completed within this period. Liability for loans 
for longer periods might fall solely on the staunch members 
if others withdrew. It is possible, too, that much of the 
property of members might not be available to the Society 
when the period for a long-term loan had run its conrse. 

Again, it is a central principle of co-operation that 
security shonld be personal. And so it is a distinguishing 
characteristic of co-operative credit that the primary 
security for all loans is personal. The Maclagan Com
mittee thought that the mortgage of land should only be 
required as a form of collateral security in addition to 
sureties, or to prevent alienation to outside parties. 
Mortgage security invol~es various inconvenient incidents, 
in such respects as the locking up of funds in immovable 
property, the contingency of having to purchase property 
in execution and to make arrangements for its manage
meut and cultivation, and for the payment of land revenue, 
and so on. Though this by itself does not forbid the 
gra.nt of long-term loans, it suggests the desirability of 
restricting the grant of advances to the kind of secnrity 
that is most appropriate and convenient from the stand
point of co-operative business. 
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Rural credit Societies, speaking generally, cannot be 
in a position, out of their ordina.ry working capital, to do 
more than meet the current requirements of their members. 
It is true that pressure is often brought to bear on them 
to issue loans for comparatively long periods; but this 
is mainly due to the absence of other facilities for bor
rowing. As for Central institutions, they a.re naturaJly 
glad of finding an occasional outlet for their surpluses in 
the shape of investments in long-term advances; but it is 
doubtful if they can take up the financing of long-term 
Deeds systematically as a regular pa.rt of their. functions. 
The question here is one not of occasional investment 
but of normal functioning. 

Writing in 1923, the Mysore Co-operative Committee 
expressed the view that Central financing institutions 
should confine their activities to the financing of primary 
Societies for the annual requirements of members, and that 
while personal or short-term credit feU ordinarily within 
the scope of the existing Central financing institutions, 
it was advisable to have I:Ipecial a.rrangements for long- . 
term credit on mortgage in the shape of la.nd mortgage 
Banks. 

As pointed out by the Indian Central Banking 
Enquiry Committee, opinion on co-operative credit has 
now crystallized round the idea that these two varieties 
of credit cannot be supplied by the same type of 
co-operative organization, and that two different types of 
them are indispensable. The Committee added that, "in 
the interests of both the movement and the borrowers, [the 
ordinary credit Societies] should confine themselves to 
dispensing short snd intermediate credit. Long-term 
credit can be provided with any degree of safety and success 
only by land mortgage Banks." 

There can be no doubt that this is the right policy to 
adopt for Mysore, and that the combination of short and 
long-term finanoe is inadvisable and likely to lead to 
disastrous results. l,ong-term fing,nce is beyond the 
normal sphere of oo-operati ve credit institutions and should 
be left entirely to land mortgage and otber speoial insti
tutions. Some elasticity is at the same time needed iu the 
olassifioation of purposes and periods. Thus, the desoription 
"short-term" may include advances up to five years, those 
ranging between five and ten years being classed ~s 
.. intermediate "; loans for periods exoeeding ten years will 
then full under" long-term." The polioy indicated must 
be given effeot to steadily and systematically, so as to 



LONG-TERM FINANCE 133 

correspond with the extension of land mortgage and other 
long-term facilities. Assuming that land mortgage 
institutions will at no distant date take up·the work of debt 
redemption as a whole and the financing of land improve
ruent in all case8 where the amounts involved are not below 
Rs. 1500 and the period of repayment exceeds ten years, 
all other credit business will remain within the sphere of 
eo-operative institutions (both primary and central). These 
should be required in the weant,ime to be cautious in the 
matter of giving long-term loans. 

2. The Land }y[ortga,ge Scheme. 

The establishment of a land mortgage Bank was Historyot 

one of the chief solutions put forward for the long-standing Schem •. 

problem of agricultural iudebtedness in the Malnad. It 
was urged more than once by the El'.onomic Conference. 
The Co-operative Committee of 1923 worked out a detailed 
scheme for the organization of a land mortgage Bank on 
co-operative lines,-with a. share capital of Rs. 10 la.khs 
and the power to issue long-term debentures up to Rs. 50 
lakhs,-with a view to advancing the necessary funds to 
bona fide land owners (at first dire£>tly, and later on through 
special Societies formed for the purpose). The Malnad 
Improvement Committee of 1925, which had to consider 
the report of a. special eoonomio survey of parts of the 
Malnad, plaoed in the forefront of its reoommendations 
the establishment of separate land mortgage Banks, Olle 
for each of tbe Malnad Districts. In view of the novelty 
of the scheme, which was still in an experimental stage in 
British India, the Govemm(;nt decided to move cautiously 
in the maUer; and it was not until after another mixed 
Committee of officials and non-officials had reported in 
favour of entrusting the task of providing long-term credit 
to agriculturists to a Central institution with jurisdiction 
over the whole State-preferably the existing Provincial 
Co-operative Bank-that final orders were passed on 10th 
April 1928, sanctioning the establishment of a land 
mortgage Bank as a provincinJ institution independent of 
the Provincial and other co-operative institutions. 

The operations of the new Bank were to be limited 
in the fin>t instance to one Taluk in each of the three 
Malnad Districts of Shimoga., Kadur and Hassan, and one 
'faluk in the Maidan District of Tumkur. The local 
work of the Bank was to he carried on through primal'Y 
institutions to be specially formed, which would receive 
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a.nd report on loan applications, and make short-term 
advances out of their own funds. In exceptional circum
stances where the formation of a local Sooiety was diffioult, 
the Bank was empowered to deal direot with applicants 
for loans not below Rs. 2,000. The share capital of the 
Bank was fixed at Re. 5 htkhs, and the Ba.nk was 
authorised to issue debentures up to Rs. 20 lakhs, the 
Government guaranteeing payment of interest not 
exceeding 5 per cent, and also agreeing to invest a sum of 
Be. 5 lakhs in the debentures issued. The concessions 
sanctioned in favour of co-operative Societies as regards 
exemptions from stamp duty and registration and other 
fees were extended to the Bank. 

The Registrar of Co-operative Societies was placed 
in control of the soheme; and a whole-time Deputy 
Registrar was appointed to make' the preliminary 
arrangements. The Co-operative Sooieties' Regulation 
was amended with a view to bring the Land Mortgage 
Bank within its purview; a set of rules was framed under 
it, and the first body of directors was nominated. Finally, 
on the 25th November 1929, the institution was registered 
as" the Mysore Co· operative Land Mortgage Bank, 
Limited;" but it began to sanction loans only in July 
1930. . 

The operations of the Bank, at first confined to the 
four 'l'aluks mentioned; have since been gnduallyextended 
over 18 Taluks, three Sub-Taluks and portions of two 
Taluks in the different parts of the State. Including the 
affiliated primary Societies, which now number 19, the 
Land Mortgage Bank had, at the close of the year 1934-35, 
a. membership of 229 (both Societies and individuals 
together), a paid-up share capital of Rs. 51,875, and a 
debenture capital of Re. 3,08,500; and, so far, it has 
sanctioned loans to the extent of Rs. 4,71,895. The 
primary Sooieties hold 611 shares in the Bank; they have 
a membership of 2,023, and a paid-up share oapital of 
their own amounting to nearly Rs. 50,000. Since their 
inception the Sooieties have drawn from the Land 
Mortgage Bank a sum of Es. 2,55,675 for disbursement to 
their members, out of a total of Rs. 3,80,745 slLnctioned; 
and their total turnover for the year 1934-35 amounted 
to very nearly Rs. 3 Ia.khs. 

The funds of the Land Mortgage Bank comprise share 
subscriptions, deposits, debentures, and gra.nts and other 
miscellaneous items. It is provided in the by-laws that 
the liabilities of the Bank (by way of deposits, debentures 
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or -otherwise) shall not exceed sixteen times' the 
subscribed share capital plus reserve fund. 

The share capital of Rs. 5 lakhs is made up of 
10,000 shares of the value of Rs. 50 each. 

Tbe Bank is authorized to receive deposits; but, as a Depoaila. 

matter of policy, since it does not issue shor~-term loans, 
it does not receive deposits, unlike the ordinary co-operative 
credit institutions. As it; gives only long-term loan~ for 
over 25 years, it has to obtain the necessary finance by 
the issue of debentures secured on the properties mortgaged 
to it. . 

Three series of debentures have so far been issued, D.benmr... 

with the approval of Government and under their 
guarantee for payment of principal and interest. The 
Government have also offered to invest a sum of Rs. 5 
lakhs in the debentures. The first series, floated in April 
1930, was for Rs. 3 lakhs carrying 5 per cent interest 
free of income-tax. After bonds to a total extent of 
Rs. 2,18,500 had been issued, further issues were stopped 
in view of tbe fa.lling market rates of interest. A second 
series of debentures, ca.rrying 4i per cent interest, was 
floated in November 1933; but this again was stopped 
after the issue of bonds to the extent of Rs. 62,500, in 
consideration of the high premium' commanded in the 
market. A third series of debentures can'ying 4 per 
cent interest has since been floated for Ra ..• lakhs. 

These bonds, bearing as they do the guarantee of 
Government, are reported to be popular. They will be 
still more so if facilities be given to holders to raise loans 
on the security of them in any co-operative Society. In 
this way, and by recognizing them as a suitable form of 
investment for trust and other fundR, they may become 
virtually gilt-edged securities. . 

The maximum amount of interest-bearing debenture 
loans which the Bank is authorised to issue is Rs. 20 
lakhs, having 110 currency not exceeding 30 years. Bonds 
are however liable to be redeemed or re-purchased at the 
option of the Bank after 110 period of ten years from date 
~~& ' 

The capital raised by way of debentures is ear-marked 
wholly for the grant of loug-term loans on the mortgage 
of agricultural land ; short-term loans, if any, have to be 
granted out of share capital and deposits. 

The powers of the general body and of the Board of M...agem.ni. 

Directors are precisely defined iu the by-laws. The 
former (subject to the control of Government and cf the 
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Registrar) is "the ultimate authority in all matters relating 
to the administration of the Bank ;" and various important 
functions are specifically assigned to it. . The adminis
tration of the affairs o( the Bank generally is entrusted to 
the Board of Directors, consisting of a President and one 
member nominated by Government, and 12 others of 
whom two must be representatives of dehenture-holders 
and at least six must be representatives of the affiliated 
Societies. Tbe powers and duties of the President and 
the other office-holders are also specified. The Secretary 
must be a. salaried officer, 8.ppointed by the directors 
subject to the approval of Government, and is responsible 
for the executive administration of the Bank, subject to 
the President's control. 

The Regulation provides for the appointment of a 
Trustee by Government to secure the ·fulfilment of the 
Bank's obligation to debenture-holders. This office is 
DOW held by the Comptroller to Government. 

As regards the credit transactions of the Land 
Mortgage Bank, the Regulation autborizes it to grant 
loans (secured by mortgage) for the following purposes: 

(a) for the redemption of subsisting mortgages on 
Itgricultural land; 

(b) for the liquidation of other prior debts of 
agriculturists; 

(c) for the improvement or the better cultivation 
of agricultural land; and 

(d) for current agricultural operations. 

A loan for current agricultural operations is not 
however to be given except to a member who has been 
previously granted a loan for any of the other purposes 
specified a.nd whose mortgage is subsisting. (Section 
58 (3).) 

In the by-laws of the Land Mortgage Bank current 
agricultural oper!l.tions and the better cultivation of land 
tLro classed together as purposes for which sbort-term loans 
are admissible in tbe case of members wbo have already 
taken long-term loans for the relief of prior indebtedness. 

As a matter of fact, however, the Bank has not been 
granting such short-term loans; and though the question 
was raised more than once, the Board of Directt)rs has 
adhered to the position that the work cannot be under
taken by the Bank. The chief reasons actuating the 
Board would appear to be, tbat the two classes of transac
tions are different in nature, that the share capital of 
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most of the primary Societies is insufficient, and cannot 
be utilized for short-term loans without diminishing the 
security available for the holders of the 13ank's debentures, 
and that the attraction of capital through short-term 
deposits is, on the one hn.nd, likely to interfere with the 
financial resources of the ordinary credit Societies, and 
will, on the other, entail 1\ corresponding reduction in the 
long-term wOIley which. the Bank is authorized to raise_ 

The question involved is an important one, and has 
been specifioally referred by Government to this Commit
tee for consideration_ 

Purposes connected with debt redemption and 
the improvement of land require as a rule loans for long 
periods, while current agricultural operations require loans 
for very short terms only •. The business of short-term 
credit involves different considerations from the business 
of long-term credit. (in regard to such matters as the 
assessment of borrowing capacity, the security for the 
loan, the provision of finance, the procedure for recovery 
of dues, etc.) On general principles, therefore, it is right 
that land mortgage in~titutions should confine themselves 
to long-term finance, leaving the ordinary credit Societies 
to undertake short-term credit. 

But in those cases in which a. person has already mort
gaged the whole or the best part of his inoome producing 
property to a land lJ10rtgage Bank as security for a 
long-term loan and the mortgage is subsisting, it will he very 
difficult, if not impossible, f(>r him to raise money elsewhera 
for current agricultural purposes, especially as the Bank 
(under the newly added llection 66) will also have a lien 
on the standing crops and other produce of the mortgaged 
property in respect of the instalments payable under the 
mortgage. Unless the Bank comes to his aid in this 
matter, he will, it is obvious, be Jeft helpJess in the gene
rality of cases. Baving regard to the facts that the land 
and its produce form the security for the loan to the Bank, 
and that the permanent value of the land depends largely 
on its efficient cultivation, and the power of repayment; 
on the produce the owner is in a position to raise, it 
cannot be ga.insaid that the Bank bas itself a. real interest 
in seeing that the debtor has reasonable accommodation 
for the current expenses of cultivation. It is not 
unreasonable that, when a land mortgage Bank lends 
money on the security of land, it should also provide a 
small margin for working expenses in the shape of a float
ing advance which will be a first charge on each year's 
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crop. It was no doubt on considerations like these that 
provision was deliberately made in the Mysore enactment 
permitting of the grant of loans for cultivation expenses 
in the circumstances contemplated. The bulk of the 
opinion available to us (other than that of Borne of the 
Directors examined) favours such a policy; and we 
have ourselves no hesitation in recommending it for 
adoption. * " 

If the decision of Government be in favour of enfor
cing this policy, the Bank will no doubt be able to solve the 
subsidiary question of funds without milch difficulty (by 
the attraction of the necessary amount of short or medium 
term deposits, or by advances from the Apex Bank, or 
otherwise). 

At this point it may be convenient to refer to the 
question how far it will be feasible to transfer the existing 
long-term loans in the ordinary credit Societies and 
Central institutions to the Land Mortgage Bank. A few 
such may no doubt be taken over without difficulty. But 
a. transfer on any large scale is understood not to be prac
ticable in view of the fact that the majority of the debts 
cannot satisfy the conditions laid down by land mortgage 
Societies. In most cases, in fact, the borrowers have not 
enough repaying capacity, and cannot pay the annual 
instalments inclUding interest from the income of the 
mortgaged properties; nor have they enough means 
from other sources to mll.intain thcmsel ves and their 
families.t 

Land mortgage institutions are intended primarily for 
the assistance of agriculturists of ordinary and of limited 
means. They are not meant to help the proprietors of 
big estates who raise commercial crops for which large 
capital is required. Accordingly, the minimum and 
maximum limits of s. loan to an individual member are 
fixed at Rs. 1,000 and Ra. 5,000, respectively, when issued 
by the Bank, and at Rs. 500 and Rs. 5,000, when iss ned 
by an affiliated Society.t It has however been represented 
from many qus.rters that tbe minimum limit of Rs. 500 
tends to shut out many persons whose needs are more 

• The last PI'ovlncial Co·operative Confennoe (held in October 1005) also expressed 
It8~lf in favour of land mortgage inst.i\utivua granting short-term. loans, \lith a limit of 
RI. i50 in each individual cue. for the pqrpose in qnestion. r In the Madras Presidonoy I wbere a special investigation wu made into thi'! que ... 
tion, it was found tha.t a only -nt"v am.ll ptoreentage (about five per cent} of the 
-ordinary credit Societies' loana could be t ... ken OYer by th('l Land Mortgage Ban"-s. 'Vicl" 
Rep<?rt o.f the Madras Co-operative Depaortment for 1932-88. 

: No individuttl member is entitled to • loan t<:s:cee<llng go times the amount of his 
paid.up shate; aDd likewise no Society muat at 1U11 time bE' l~debkd to the Bank by way 
of principal to .1&q81' uteut. 
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moderate, and that it may be lowered to Rs. 300 in the 
interests of the slDaller agriculturists. This may be done, 
provided the minimum period is also reduced to 
twenty years; otherwise, the yearly instalments will be 
too small.· 

The rate of interest cha.rged on loans, na.mely eight ~=:. 
per cent, is too high under existing conditions, and far ... . 
beyond the capacity of the ordinary agriculturists. This 
doubtless is one reason why fuller use has not been made 
of the credil; facilities offered by land mortgage institu-
I;ions. It cannot be denied that so long as the rates of 
interest charged are higber than the ordinary return from 
land (even including the agriculturist's labour) no perman~ 
ent relief to agricul ture. and consequently no material 
reduction of agricultural indebtedness, is possible. If this 
task is tn be adequately discharged, land mortgage insti
tutions must be placed in sufficient funds to be able to 
grant loans at rates not higher than the neli return from 
land after allowing COl' the cultivator's subsist'lDce. 

Considering that the majority of the agricultural 
population are indebted to the extent of more than 50 per 
cent of the val ue of their holJings, and that the net return 
from agriculture rarE'ly exceeds 6 per cent, the rate of 
interest charged to borrowers should not, as a rule, exceed 
that percentage. In Madras it is understood that the 
rate has been reduced to 6 per cent. 'l'he Mysore Land 
Mortgage Bank, however, charges interest at S per cent, 
partly for the reason that tbe first and second series of its 
debentures were issued a.t five and four and half per cent, 
but chiefly because, it is said, the extent of the Bank's 
business is at present so small that the return from it, 
even charging eight per cent interest on loans, is insuffi
cient to meet its working expenses. 

It may be observed bere that the working expenseS 
of the Bank were at first wholly, and then for some years 
partially, met by Government. It is expected by the 
Board that, if the Government will continue to help the 
Bank with an annunl gra.nt of about Rs. 5,000 for two or 
three years more, it will be possible, allowing for the 
natuml expansion of business, to bring down the rate of 
interest on loans to six per cent within that time. We 
recommend that the concession asked for may be granted 
ou the understanding that immediate effect is given to 
the lowering of the rate of interest. 

*Iu thE! Central Provlo.cea tbeminimum limit is And at; lla. SI&O, and the minimUIR 
~riod _t Z )'0&1'8. 
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Even without such extraneous aid, and under normal 
conditions, allowing a. margin of one and half per cent for 
meeting expenses, it ought not to be difficult 'for the Bank 
to lend at six per cent the money it is able to get at four 
and hl1,l£ per cent or less. . 

Long-term loans granted must not, according to the 
by-laws, exceed 50 per cent of the value of the property 
mortgaged. The Government have since decided on the 
recommendation of the Agriculturists' Relief CoU:mittee 
to increase the maximum limit to 70 per cellt of th~ 
present market value. . 

In view of the fluctuations in the value of coffee 
lands, and of the possibility of having to follow up long
term loans with further advances for maintenance and 
upkeep of the gardens, it has heen decided not to grant 
loans on the security of coffee estates except in the rare 
cases where the applicants are prepared to offer collateral 
security and are not obliged to resort to loans annually 
for meeting their working expenses. 

YaI •• t.ion ~nd The val uation of properties offered as security was at 
In ... ~tion. first made by officials lent to the Bank for the purpose. 

Delayg iu 
granting 
loan •. 

It has since been tacked on to the Circle Inspectors of 
Co-operative Societies as a matter of economy; but this 
does not appear to be a satisfactory arrangement, as the 
Inspectors cannot do the work promptly along with their 
ordinary duties of a .... aried character. Valuations should 
be made by persons with some local knowledge and experi
ence. A paid staff for the investigation of loan applications 
seems quite necessary in addition to the local committee 
members. The cost of such staff will have to be borne by 
Government for the next few years, after which the 
Central Land Mortgage Bank should bear it, the affili3.ted 
Societies contributing to the cost from the realizations 
under appraising fee. 

There have been many complaints of inordinate 
delay in the disposal of loan applications, as well as 
in the disbursement Of the amounts after loans are 
sanctioned. 

A certain amount of time must necessarily be occupied 
in making valuations, investigating titles, ascertaining the 
existence of previous debts and encumbrances, and so on. 
Apart from this! the information supplied byaPl?licants.is, 
it is said, often lDcomplete, and they do not readIly furnIsh 
the particulars called for. Also, investigations by the 
comlllittees of Societies are often defective, and the loan 
records have accordingly to be returned and re-submitted. 
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Titles are not always properly scrutinized. Applicants 
often grossly exaggerate the value of the properties offered 
. as security, and even IIOmetimes the extent of their indebt
edness. Where the security offered is adequate, the 
repaying capacity is often found to be poor or doubtful. 
The result is that a good many applications have had to 
be rejected by the Bank on the result of the investigations 
made by the valua.tors. The percentage of rejections was 
a.t one time nearly 75 or 80; it has now been reduced to 
about 25, which seems itself capable of reduction. It 
must also be acknowledged that the procedure adopted by 
the Land Mortgage Bank in the past has been rather too 
elaborate and rigid. 

It certainly seems possible to simplify the methods 
considerably and thereby accelerate business without any 
sa.crifice of efficiency. Among the various suggestions 
that have been or may he made for this purpose, the 
following deserve speciaJ attention :-

. (~) Applica.ntssnould, as a rule, be required to 
obtain the necessary extracts from the Record of Rights 
and the certificates of village officers. Where they have 
not done so, the Secretary of the Society may be 
empowered, witbout reference to the committee, to call 
for t.he same, as also for title deeds or other documents 
required. . 

(ii) Instead of the entire committee, the President 
and the Recretary jointly may themselves be authorized 
to refer the application, where it is prima facie maintain
ahle, for investigation to two committee members. 

(iii) The investigatin>: members should during 
their investigation procure any other infonnation required 
from the applicant and obtain any ststements to be 
taken from other persons. There should be free consult
ation between the members and the officer making the 
valuation. 

(iv) The Society, when recommending the loan, 
should forward the connected reports and references direct 
to the Land Mortgage Bank, instead of through the 
Registrar's office. 

(v) When the loan is sanctioned by the Bank, it 
should send intimation of the fact to the Society, as also 
& draft hond to be executed by the applicant and a cheque 
for the sanctioned amount. 

(tn) 'rhe committee of the Society should there
upon at once apply (or the Sub-Regifltrar's encumbrance 
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certificate; and after satisfying itself that there are no 
other encum brances, it should get the bond registered, 
and arrange to make payment to the creditors of the 
applicant. 

While competent legal advice is a desideratum, this 
at present has to be honorary in the primary .societies. 
The fact that there are lawyer members on the commit
tees of most of them is no doubt an advantage in this as 
in other respects.· . 

Recoveries have been very unsatisfactory. There 
are heavy arrears outstanding both against Societies a.nd 
against individual members. Most of the indebted mem
bers have, in spite of pressure, failed to pay their instal
ments on the due dates, the reason generally assigned 
being the adverse seasonal conditions and the fall in the 
prices of agricultural produce, including areca and coffee. 
Unless prices recover, the contingency may have to be 
faced of a good proportion of the advances becoming 
irrecoverable. 

As the result of the heavy arrea,rs and poor recoveries, 
no substantial profit has been made so .far. The reserve 
fund, consisting of the yearly allotment;, of not less 
than 10 per cent ont of net profits, now stands only at 
Ra.3,825. 

When the Bank first started operations, there was a 
rush of applications for loans; but it was soon found that 
most of the debts sought to be redeemed-contracted when 
land values were high and repaying capacity good-were 
with the altered circumstances quite outside the scope of 
the Bank's business. Here, as elsewhere in India, there 
waR a wrong impression that once land mortgage Banks 
were established, all the heavily indebted agriculturists 
would get long-term loans for repaying their creditors. 
People were slow to learn that only those could be financed 
who were able to offer adequate security and might be, 
reasonably expected to repay their loans by iustalments; 
within the prescribed period of years, from their net income 
(after leaving enough for their own maintenance). Thanks 
to the easy money conditions, the Central Land Mortgage 
Ba.nk cas not found much difficulty in obt3.ining money for 
its task' even its latest four per oent debentures are being 
taken up at a premium, Its diffic~lty is rather in fi?din.g 
sufficient business for the funds at lts command, whICh IS 

only to be secured through a steady expansion of the sphere 
of its operations. . 

There is ·a.t present a genera.l demaQ,d for the forma-
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tion of land mortgage Societies. But though the scheme 
must eventually be extended throughout the State, con
ditions are not everywhere equally favourable to its 
early introduction. Those arell.'1 must be first taken 
up where, owing to the relative certainty of the crops, 
the punctual payments of instalments mlly reascnably 
be expected. It is also necessary to select Taluks into 
whioh the Record of Rights hal! been or will presently 
be introduced. And finally, apart from the capital 
required,-whioh can however be raised without difficulty 
so long as tbe debentures are guaranteed by Government,-. 
the operations in eacb area taken up must be suffi
ciently extensive to make the work self-supporting.* 
In the interests of efficient management and super
vision, the area of opera.tion of each Society should 
ordinarily be confined to one 'l'aluk, except in the initial 
stages when the necessary amount of business is not forth
coming, in which oase one or two additional Taluks may 
be temporarily included •. 

The relief 80 far given by the Land Mortgage Bank Problem 01 

and its primary Societies is admittedly inadequate. Very .ara1poyerty. 

many of the cases that have corne up are such as cannot be 
helped at all, owing to the applioants being already indebted 
to the fullest extent of their oreditworthiness, or to poor 
repaying capacity, or the want of adequate security. 
Some at least of these cases might be helped if a scheme 
of debt conciliation (on lines to be referred to presently) 
were brought into force. It may be as well to state here 
our deliberate opinion that all such measures are at best 
palliatives and can only touch a small percentage of the 
total indebtedness. The final solution of the problem of 
rural poverty lies in a material improvement of the econo-
mio position of the raiyat population, through the steady 
pursuit of a policy aimed directly at that end. Such a 
policy will make provision, among other things, for 
actively helping the agriculturist to adopt improved 
methods of cultivation familia.rized throngh demonstration 
and instruction, and by the advance of any necessary 
capital; for the introduction of subsidiary occupations 
which will tend to add to his ordina.ry income from agri-
culture; and for the gradua.l expansion of edu('.ation among 
the rural population. 
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3. Burallndebtedness. 

Any consideration of rural credit in ~elation to the 
co-operative movement necessitates some reference, how
ever brief, to the ~ery important and urgent question of 
rural indebtedness. This qnestion has been examined in 
its various aspects by, among others, the Royal Agricul
tural Commission and the Indian Centr-.. I Banking Enquiry 
Committee in British India., and by a Committee 
appointed by our own Government to report upon the 
nature and extent of the assistance to be given to the 
agricultural classes in the State in view of the present 
depression. This last Committee has submitted a. 
comprehensive and exhaustive report, upon which final 
orders have been recently passed by Gov.ernment. 

Apart from occasional enquiries into the circum
stances of particular localities (such as the Malnad and 
the Kolar Gold Fields), no systematic general survey of 
economic conditions in the State has heen conducted 
under the authority of Government. Without such an 
enquiry, comprising both rural and urban areas, a.nd 
covering the various aspects of social and economic life
oooupation, conditions of labour, family income and expen
diture, savings and borrowings, housing, sanitation and 
health, education, recreation, and so on,-statements and 
conclusions about the condition of the people have to be 
largely general and approximate, where they are not 
hypothetical. 

Of the total population of the Mysure State,-which· 
was 110 little over 61 millions in 1931,-quite 84 per cent 
live in rural areas, engaged directly or iudirectly in agri
cultural occupations. The percentage for British India 
is about 67. One-ninth of the tota.l popUlation of Mysore 
live in the Malnad parts. There are about one million 
registered holdings, the great majority of which comprise 
less than 10 acres eacb; the acreage would be very much 
less if account were taken of the numerous sharers and 
suhordinate holders included in each holding. It ma.y be 
taken that this corresponds more or less roughly with the 
extent of an average holding in British India, which is 
about six acres for an agricultural family of five persons. 

The averago yearly income of an agriculturist. in 
British India was put at about Rs. 42 by the Indian 
Central Bankincr Enquiry Committee. The average 
income of a Mys~re raiyat, though variollsly estimated by 
different authorities, does not, according to the best 
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accounts, exceed Rs. 35 or 40 per year·. This fact not 
only explains the low sta.nda.rd of living cha.racteristic of 
the raiyat, but also accounts in part for his chronic and 
hopeless indebtedness. Though such indebtedness. has 
alwa.ys existed, it has by all accounts risen considerably 
during the la.st fifty yea.rs. The avera.ge indebtedness of 
the agricUlturist in MYBore ha.s been roughly estima.ted at 
Rs. 50, the same a.s in British India; there are, besides, 
villa.ges in whicb hardly a family is free from debt. 

'Jhe economic position of the raiyat, bad enough as it 
has been even in normal times, has been seriously worsen~' 
ed during the last five years by the persistent decline in 
the world prices of agricultural commodities. The Mysore 
Agriculturists' Relief Committee has roughly estimated 
tbe extent of the fall of prices for the My sore State a.t 
nearly 50 per cent; and also traced its effects on the 
different classes of tbe a.gricultural population. The result 
in the aggregate has been to enhance the alrea.dy heavy 
burden of indebtedness a.nd to curtail materially the credit 
a.vailable to a.griculturists. . 

. There are many reasons why the agriculturist is 
obliged to borrow. The most important and common 
reason is past indebtedness, which occasions fresh borrow
ing due mainly to the high rates of interest charged. The 
creditor draws away from the raiyat every year th'3 best 
part of his earnings, and what is left is insufficient for his 
needs. Otber reasons a.re the small size of hiB holding; 

"Tho following extraota. bearing upon the poiDt may be otintereBt:-
H If 80 per cent- of the total population of th., State should be taken to depend 

materially on the land, and tho total value of the agricultural produotioll at preaant ia 
l'G0kODed && 18 orore. o{ ru~lI. the earnings per head of 'be population per year work 
up to only abou\ U •. 31." P. JO, Report on the Progress of AgrieuJture in M.ysore, 
19~, published by the Dopartment of .Agriculture. 

H The iooome per head ill the S~te bas beell .tated to be about R •• 80 pn 
~ear •.••••.•• The avf'r&g8 agricnlturiat catinot be geitingmuoh more ....• 4 •••••• 

u P 40. 
Mysore Oenaullt 19S1} Part I, RepDl't. , 

.. The annual ~eultQral ~roduetiOQ of the State WM estimated in 1915 at
about Ita. 14 Orwell. and the indualnal produetion at R .. 4 CTOretl, making a total of 
18orores, or aD average production of Rs, 81.pel' head of the entire population. In good 
yeara, with 'Price. ruling high. this rate may go up to Rs. 3'l or li.&4 40 per bead. U 
r. 419, Mywt'e Galletteer.-Vol. Illt l9'l9. • 

u In MY80l"fI the 00lT86pO:tlClilllt furure (i.e'1 value of farm proclaoe oalaulated per 
head of f,lpulatJon) is Re. ~." Ibid p.ls. 

• "Ehe pM ~tG iuoon:e tor My80re iu 19UI-13 wal R •• 4'1-9-10 Of' roughly 
DIl . .f8, and in 19ii·S18 It was RR, 68·'·10 ~ ron«bly Re. sa. CorrespotldiJlg figures for 
Briti .. b India are Ra. 44 in 1914 (WAodia and Josliii and R •• "1-J in 1922 (Sbah and Kham
bat.) and Rlt, 116 in 19'1i (Fiudlay Shirraa)." (' The National I.Dcome and Tauble 
Capaoilyof Myaore" by 'V.!.t, D'Souza. 19'A'1, page 18) 
• H Whe:re rainfall is preearioua sod uncertain and the liOiltlhaUo'W and poor, the 
meome from aU aouroea pel' bead in .. iypical viUage (in British India) baa heeD caleQ. .. 
tated at Re. SS-l~ per annum a& againa .. a minimum .,f u:pe'l.ditu1'8 necesaa~ for real 
need. in r~peot of food and clotbillg at Re. f4. per annum." (Ruabbrook Willtams). 

UWe arriva at. a ftgureollta.l1.19.() .. tb. inoome per bead ofntralpopul ... 
lion (in Madraa Preaide-noy) in 1933-$C. Prof. B. V. Narayauaawami of AUllamalai 
UniV&rai~ oalcu1ateJ t.he prr CIIpitG income of tbe agriculiurut a1 Ra. '1~. My 
ftgure of RI. 16 may perhaps be too optimiaUo. U (Satyanaihan Bepod, 1936. 
1'"8" la). 
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"and the way it is split up, his constantly recurring l~s8es of 
cattle from drought and disease, and the insecurity of crops 
which aggravates the cumulative effects of the other factors. 

Another very potent cause is the decline in the cot
tage industries, which used to provide the raiyat and the 
members of his family with subsidiary occupations in the 
off-season, hut which have been largely wiped out by the 
competition of machine-made articles. . 

There is no doubt, at the same time, that there has 
been a considerable increase in the popUlation living on 
land without any corresponding increase in production. 
Agriculture has in a large measure ceased to be an industry 
carried on for profit and become predominantly a food
producing agency, "The cultivator labours not for profit 
nor for net return, but for subsistence." 

It is no wonder, under all the circumstances, that the 
agriculturist, handicapped as he is by ignorance and illi
teracy in addition to'improvidence, has constant recourse 
to borrowing for all his needs, whether for current agricul
tural purposes or land improvement, for domestic wants, 
or for periodical unproductive expenditure on marriages, 
funerals and other ceremonies. 

This brings us to the local money-lender, who has 
lilways provided the greater portion of the funds required 
for all these purposes. 

No OIre, as observed by the Royal Commission on 
Agriculture, denies the services • rendered by the money
lender; the charge against him is that these services are 
rendered at too gn'at a price, and are accompanied by 
practices which result in great evils. "The system is 
usurious; the ready lending for unproductive purposes 
leads to poverty and economic servitude; the. steady 
absorption of rights in land places the money-lender in a 
position of uncontrolled PQwer, and uncontrolled power 
is almost invariably abused. . Often the cultivator is 
obliged by reason of his indebtedness to sell his produce 
to his creditor at an unfavourable season and at a. price 
detrimental to himself." • 

It has also been pointed out that to the chronic state 
ofindebtedness on the part of the India.n cultivator is to be 
attributed the existing uns'l.tisfactory system of agricul
turalnnance, under which no clear distinction is drawn 
between loans required for short and long periods. It i3 the 
village money-lender who furnishes the bulk of the funds 
required in both cases, and he is not interested in distin
guishing the objects to which these funds are applied. 
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In the present condition of rnml economy in lnau., 
the money-lender is recognized to be a necessity. He 
alone is in a position to provide the bulk of the capital 
required for current agricultnral needs, and on arecurrence 
of severe distress be will continue. as in the past. to 
support the people by timely loans. If he is ever driven 
from the land, it will noli be by legislation, but by the 
growth of tbeCOo()perati,e movement and, more especially, 
by tbe habits of tbrift inculcated by that movement. * 

As things stand, however, money-lenders do not as a 
rule look upon eo-opemtive Societies as serious rivals. 
Instances have come to notice in which money-lenders have 
got into the management of village Societies as office
bearers and dumped all their bad debts on to them, with the 
result of seriously crippling their resources. Apart from 
this, money-lenders are generally able in the rnml parts to 
recover their debts more promptly than Societies do; 
and in this they are no doubt assisted by their tmditional 
position in tbe rural economy, as well as by the fact that 
tbey are "themselves in many cases agriculturists on a 
large scale. Tbere is an impression, which is not with
out a basis of fact, that tbe wwcar is often more lenient 
in his attitude than a co-{)perstive Society can afford to 
be. He comes readily enongh to his debtor's sssistance 
in a time of necessity, and he only takes his full dues 
when the debtor is able to meet the demand fully. 
Societies, on the other hand,-so it is asserted-follow a 
unifonn method at all times, impose and enforce rigid 
conditions, and make no distinctions between persons 
and no allowance for there being three classes of debtors, 
good, bad and doubtful. This only shows where the 
money·lender has the advantage over the Society, aud 
serves perhaps as an indirect compliment mther than as 
a valid criticism. Co-operative institutions cannot copy 
the elastic methods of the professional lender of money; 
but they may learn a lesson from him in the matter of 
promptness of relief and of greater consideration for 
individual circuml'tances. 

The eo-operative movement, apart from the habita 
of thrift aud self-help which it should steadily inculcate, 
can only hope to dislodge the money-lender from his 
privileged position to the extent that it can meet the 
raiyat's ordinary needs of life throngh a proper eo-ordina.
tion of activities; as, for instance, by combining credit 

10" 
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with supply and marketing, including (where possible) 
" better living" among the subsidiary obje!Jts promoted 
by fIlral Societies. 

In the meantime, accumulated experience points 
indubitably til the need for efl'ective legislative action, on 
the one hand., to control the transactions of money-lenders 
and minimize unscrupulollil and dishonest practices on 
their part, and, on the other, to afford relief to borrowerE! 
from some of the harsher incidents of unrestricted 
usury. 
. Both the Roya.l Agricultural (Jommission and the 
Indian Central Banking Enquiry Committee recommended 
legislation on the lines of the English Money-Lenders' 
Act and the Punjab Regulation of Accounts Act, 1930' ; 
and though the latter was not in favour of compulsory 
registration, there is now a growing volume of opinion in 
favour of some BOrt of restrictive control over the trans
actions of professional money-lenders. 

Such control is Dot likely to be effective without 
provision, among other things, for compelling this class of 
persons to obtain licenses, to maintain regular acccunts 
of their transactions (which should be open to inspection 
by the authorized offiool's of Government), to grant 
receipts in due form for all payments received (maintain
ing counterfoils), to furnish their debtors every six months 
with verified statements of their dues, or in the alternative 
to give pass books to tbeir debtors recording all receipts 
and payments as well as interest cha.rged, and to abstain 
from charging excessive interest (that is, above a rate- to 
be prescribed) or compound or penal interest. The 
Courts should be empowered to disallow interest in the 

eThe particular provisions referred to f\r& theSe:-
(i) No amount ahllli be charged by the money·lender for e-xpetlJl68 incidentAl to 

or relating to the negotia.tionl for, or the granting of •• loan by a money-
lender. . (iiI The enhancement of interest for defAult in repayment Ihs.tl be illegaL 

(ill No contract for the :repayment of money lent by a money-lender shall be 
enforceable, if there ie no note or memorandum in writing of tbe controot 
made and signed by the bonower, or if it is proved tbat the note 01' memo
randum mentioDed a.bove wu not 'Bigued before the money was lent. 

This Act impOlcs certain obligations on the creditor. Damely, tho regular record 
and maintenance of the account of each debtor aepantely in a mo.nne-r prescribed by 
the Local Government. and the mrni'lbrog to each debtor every six months of a legible 
8tatemeui or aocount signed by himself or his ageu",. 6howing the amount of the loan 
oubtanding and all transa.ctions relating ",0 the loan en~ered into during the six montba 
to whioh tbe: statement relatE'&. Tbe accounta ha'\'e to show intel"'E'&t sep1lol"&tely from 
principal, and tbe ol'etliku' canno," m the absence of agreement. inolude t~e interest in 
whole or in part in the principal8um~ In any suit or proceeding relatlUM' to. loan. 
the Oourt is empowered to db.allow the whole- or .. portion of the interest lonnd due if 
the creditol' hu not _ regularly recorded. and maintained hi! aooo-unts. The Court is 
furtber empowered. in C&1i8S where the oreditor hy uot furnished the six-monthly 
.tatement; to tbe debtor, to u.olnde_ in oompntin§r the amount of interMt due. twer:r 
poriod (01' whi{'b. the creditor baa omitted. to (urmsh the accou.nt or bas delayed It and 
Ada not been able to Ifhow ,uffioiel!t oaqse to $he u~sfaotion ollbe Ct;mrt for the de)aT' 
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case of any wilful omission or neglect on the part of the 
creditor of the obligations laid upon him; also to reduce 
the rate of interest where it is excessive, and generally 
to enforce fair and equitable dealing hetween the parties. 

Legislation as suggested above should also reserve 
power to Government to impose such special restrictions 
as may~ be considered necessary to protect borrowers from 
the irregular methods and often intolerable exactions of 
Pathan lLnd Marwari usurers, which are increasingly in evi· 
dence hoth in rural and in urbau areas. ~ 

'I'he only enactments in force in the State directed Existinlt 

against usury are the Mysore Agriculturists' Relief legialallOD" 

Regulation, 1928, and the Usurious Loans Regnlation, 
] 923. The former, which applies only to the smaller 
agrioulturists, is intended to exempt from sale immovable 
property which is not· specifically mortgaged for a debt, 
and to allow of debts,. both secured and unsecured, being 
repaid, at the discretion of the Court, in instalments 
extending normally up to eight years. This measure 
having come in for criticism as adversely affecting" the 
honest money-lender's rights" and also resulting in a 
shrinkage of agricultural credit, the Regulation has recently 
been amended in certain respects as recommended by a 
Committee appointed in the matter. 

In Mysore as in British India little :use is being made 
of tbe Usurious Loans Regulation, eitber because the 
attention of the Courts is not invited to its provisions ·or 
because the parties do not seek relief specifically under it. 
l'he Regulation is found to be defective in that it. places 
on the debtor tbe burden of proving tbat tbe rate of 
interest charged is excessive and that the transaction is 
unfair; the scrutiny of transactions and the disallowing 
of usurious interest is left to the discretion of the Court 
instead of being made imperative; and what constitutes 
excessive interest is not defined. Action has to be taken 
to romedy these defects, as bas already been done else
where; and also to make the provisions of the Regulation 
more widely known among the classes affected. 

It would be an advantage if the connected provisions 
of law for the relief of indebtedness, now contained in 
several different enaotments, cou~d be consolidated. ~ 

4. Oonciliation oj Debts. 

It is now generally recogni2'ed tbat effective steps for 
moderating~the burden of debt on just a.nd reasonable 
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lines cannot be delayed if agriculturists as a class are to 
be saved, and the process of the transfer of land into the 
hands of the middleman and the professional money
lender is to be arrested. Legislation with this view hILs 
already been undertaken in the Central Provinces, the 
Punjab, and Madras, and in the States of Bha.vnagar 
and Cochin; and is under active contemplation in Bengal, 
Travancore, and elsewhere. The Centra.l Provinces Act, 
II of 1933, has been generally the model for all such 
legislation; a.nd the Mysore Agriculturists' Relief Com
mittee recommended similar legislation for Mysore, and a 
Bill for giving effect to its recommendations as accepted 
by Government is now before the legislature. 

Requlremenis Speaking bros.dIy, and apart from relatively minor 
.. to 
lecial.ljon. details, any measure of general debt conciliation, if it is 

to be effectiYe, must, in the first· place, provide an 
impartial tribunal, some at least of whose members have 
had judicial experience, but all of them inspired by the 
desire to deal justly and eqnitably with all parties, while 
unhampered as a Board by technical rules of law and pro
cedure. Settlements must as a rule be based on mutual 
agreement or compromise, not on compulsion; the Board 

. may advise and persuade, but not coerce, the parties. In 
cases where parties are themselves unable to reach a 
voluntary agreement but are not opposed to a decision on 
equitable grounds being given by the Board, there can be no 
objection to the latter exercising functions in the nature of 
a final arbitration. The fact that a creditor who refuses to 
consider a fair offer will be faced with the contingency of a 
deprivation of his costs and a. reduction of interest in a sub
sequent civil suit will act as a healthy incentive to amicable 
settlement. Also, since the debtor is not always in a posi
tion to make a" fair offer," which shall be reasonable in 
itself and accepta.ble to all his creditors, and since the 
Board has the right (under the Bill) to decide" whether 
the offer made is fa.ir or not," there seems no objeetion to 
go a. step further and to empower the Board to frame a 
fair and reasonable scheme for the consideration of parties 
(without any obligation on their part to accept it), where 
neither a fair offer nor an agreed settlement is forthcoming. 
The Board ma.y further be empowered to decide disputes 
as to the existence or amount of a debt due to a creditor, 
or as to the extent or value of the assets of the debtor. 

NOTI1l.-Messrs. Chengalaraya Reddy o.nd Mehkri wish to add 
tha.t the soheme mal' be tried experimeut&lly on a com-
pulsory basis in seleoted areas. -
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But legislation by itself will not give full effect to' the Pro"!:!:':Jor 
policy of conciliation. Provision has also to be made for ~~iliated 
helping the debtor to payoff the conciliated debt immedi- debl. 

ately. It was found possible in the Bhavnagar State for 
the Durbar to advance in cash the entire amount of the 
debt which, originally aggregating Rs. 86 lakhs, has been 
reduced to Rs. 20'5 lo.1lhs or less than a fourth of the 
original claim.· In the Cochin StatE', the GovernmeDt has 
arranged to payoff the concilia ted debt partly in cash and 
partly in bonds guaranteed by the State. No organization 
save Government can command resources adequate for 
debt conciliation on an extensive scale; but where, as in 
Mysore, the amount involved is likely to be very large, 
and the nUlnber of cases to be dealt with is quite consi-
derable, direct liquidation by Government agency is imprac-
ticable. The help of the Land Mortgage Bank will no 
doubt be available in all cases where the debtor can offer 
adequate security and has snfficient surplus income from 
which to pay the instalments of the debt according to 
settlement.' The debtor of course must be a member of 
the Bank or of a primary Society, or must become one, 
before he can be hel ped. 

The ordinary co-operative credit Societies may be ~ .... y~! 
able to help their indebted membel's to a limited extent, ~i.l':':~ 
where the total amount involved is, say, below Rs. 250, t~~ge 
and the period required for repayment does not exceed Bonk. 

ton years. In other cases affecting agriculturists of small 
means, the liquidation of compounded dtlbts may appro-
priately be effected through loans granted by the State 
under a special enactment for the grant of such loans, as 

. in Madras. Apart from such cases, the Co-operative Land 
Mortgage Bank is, by its functions, resources and methods, 
best suited for the task in view, provided it is placed in 
adequate funds for achieving it. With the growing volume 
of conciliated debt that will have to be paid off by its 
agency, it will be necessary to empower the Bank to raise 
the funds needed through the issue of further debentures 
guaranteed by Government. 

Direct conciliation through the medium of co-opera- Diree~ . 

t · dId'S' .' . II b oonctl1."on 1 ve an an mor.gage oCletles may occaSlona y e ib"?"'lh 
possible and is sometimes even now effected. But it can s. ... .,. .. 
only be done on a purely voluntary b!l.Sis, and on the 
understanding that in all such cases l,he Societies are 
prepared to help the debtor to discharge his liabilities and 
in the last resort to take thelll over themselves. A 
complete list of the debts outstanding should be obtained 
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and the same dealt with comprehensively l it is inadvisable 
to attempt to discharge single debts apart from the rest. 

There will still remain a cla~s of' large land~ 
proprietors, and among them owners of the bigger Indiar 
coffee estat&!! in the Malnad, whose debts exceed Re. 10,000, 
and whose requirements cannot be adequately served hy 
the ordinary co-operative Societies or by the Co-operative 
Land Mortgage Bank owing to the nature and extent of 
the financial ~sistance required. Coffee planting is a big 
industry in which crores of rupees have been invested. It 
w~ once very flourishing, but most of the Indian planters 
are now more or less heavily indebted. The needs of 
these large owners can only be met_ by the formation of a 
special type of Mortgage Bank. The bulk of the capital, 
apart from a certain proportion which lDay be eKpel1ted to 
be derived from shares, must be raised by floating deben
tures to the necessary extent on the security of the 
estates of the borrowers and with a Government guarantee ._ 
of tbe interest as in the case of the Land Mortgage Bank. 
Witbout a scheme on some such lines (the details of 
which will of course bave to be carefully worked out and 
scrutinized), it seems impossible to save the indigenous 
. planting industry from gradual extinction. 

o. Takam Loans. 

It will be an advantage to utilize the services and 
local knowledge of co-operative and land mortgage Soci
et~s for the distribution of Takavi and Land Improve
ment loans. In fact, it is advisahle that loans to members. 
of sucb institutions should be generally made through 
them and not directly. But Societies must in tbat case 
be given the same rigbts of priority and the same pri
vileges as to recovery of 9,11e8 ~ are applicable to the 
case of loa.ns granted direct by Government. 
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CHAPTER IX. 

REGULATIVE FUNCTIONS. 

1. Audit. 

The efficiency of -co-operative institutions depends !r.r.:~'" 
very largely on the arrangements for periodical audit and . 
continuous supen-ision. Failures are largely due to the 
a.bsence or inellecth'eness of these important safeguards. A 01&_'1 

Audit is a statutory duty. The Government through duly. 

the Registrar is under a legal responsibility to ensure a 
yearly audit of all Societies. It is clear that, if Govern
ment were to disclaim responsibility for audit, co-operative 
credit Societies and Banks would no longer enjoy the same 
measure of public confidenoe. _ 

Section 17 of the Regulation says that audit "shall Soope?,Audit 

incZude an examina.tionof overdue debts, if any, the veri-
fication of the cash balance and securities, and a valuation 
of the assets and liabilities of the Society." These are the 
primary duties of tho Auditor. 

Statutory audit requires attention to the following 
points:-

(1) Verifying the ca.sh balanoe; where is it kept? 
(2) Verifying personal security and mortgage bonds, 

and other documents for loa.ns advanced. 
(3) Whether personal securities are good, and 

mortgage securities are sufficient. 
(4) Verifying the property statement, as a check 

on the list of the material assets of members. 
(5) A detailed report on overdue debtfl, and the 

steps taken. 
(6) Verifying liabilities. 
(7) Verifying the investments by reference to 

securities, receipts and other vouohers. 
(8) Whether irregularities have been rectified. 
(9) Ba.la.nce sheet, and profit and loss statement. 

(10) Test supervision report; defects. -

The examination and scrutiny of acccunts which is Audit, lh...,. 

the main purpose of audit is ensured in practice by means fold. 

of a departmenta.l audit, and an annual audit on behalf 
of the Society, as well as through an internal a.udit by the 
management of the Society. 

158 
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The departmen tal audit is usually done by the Ins
pectors of tire Department, who are given a printed form 
to fill. Each Inspector is expected to visit a Society once 
a quarter; at each time of visit he must check the vouchers, 
receipts, bonds, etc., and draw up the receipt and expendi
ture statement for the period; and at the time of the next 
visit, he must consolidate the figures and go on doing so 
till the end of tbe year, w hen he must gi ve the audit report 
in the printed form. 

The audit on behalf of Societies is entirely optional. 
It is apparently by no means as searching or thorough as 
the departmental audit. There are at present no general 
instructions for Auditors. Each man does his work in 
his own way. It is necessary to have a proper system of 
control by the Registrar over Auditors as a class. 

There is no regulilr internal audit in many Societies. 
The work is allowed to lie over till the end of the year, 
and then takeu up and got through in a hurry. 

Audit, whether conducted through departmental 
officers or through outside Auditors, should extend some
what beyond the bare requirements of the Regulation, and 
embrace an enquiry into all the circumstances which 
determine a Society's general position. It would, for 
instance, be the duty of the Auditor to notice any instance 
in which the Regula.tion, rnles or by-laws have been 
infringed; to ascertain that loans are made fairly, for 
proper periods and objects, and on adequate security, and 
that recoveries at harvest time are satisfa.ctory; to examine 
repayments in order to check book adj ustments or improper 
adjustments, as well as to note whether fresh loans are 
granted shortly after the repayment of old ones; to make 
sure that the interest account is properly maintained, and 
that unrealised interest is not included under profit; and 
generally to see that the Society is working on sound lines, 
and that the committee, the officers, and the ordinary 
members, understand their dutie3 and responsibilities. 

'i'he Auditor must satisfy himself· that the books 
contain a proper record of the transactions entered into. 
He shonld make a searching examination of the acconnts 
with the vouchers and the authority for each item of 
expenditure examiued. The Auditor must test the transa.c
tiona exhaustively; and should bis report disclose anything 
irregular, steps must be taken to have a complete audit 
made. 

The Auditor should not interfere with the method 
of management of a Society or the control of the officials 
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and employees. He should confine himself to the records 
of the business rather than to the actual working. He 
should examine the rules with a. view to satisfying himself 
that the worlting of the Society is in a.ccord8.noo t.herewith. 

A form of audit report should be prescribed, both for Audit Report 

the departmental Inspector-Auditors a.nd for the non
departmental certified Auditors. The form prescribed 
should indicate the points on which enquiry should be 
made and the details to be furnished. It is to be used !l.S 

. a means 01 testing the real condition of Societies, rathAr 
than of collecting ela.borate statistios. The Auditor is 
expected to examine the state of things lor himself and 
not take for granted the particulars furnished to him by 
the Society. 

The forms should be printed, Md give the main heads 
under which the report should give information. An 
extract of the general ledger· balances of the loan account 
at the end of eaoh month may be included in the report. 
'rhe balance sheet should give the figures under deposits 
separately fot members and non-members, and also show 
debts separately under the heads "fnIly secured," "oonsi
dered good," "bad," or ·'doubtlul". 

It will be desirable to issue special summaries of 
defects noticed in the oourse of audit. 

Audit notes shculd not be treated as oonfidential. 
The Anditor's report should be included in the annual 
report and placed before the general meeting. Centra.l 
fina.IlCing institutions shoald receive, freo of charge, copies 
of audit reports of aJl Societies indebted to them. They 
should also have facilities fer ma.king such further enquiry 
H.S they may oonsider necessary to safeguard their own 
financial interests. Copies of the audit reports should 
also be made available to depositors, so that they may be 
able to jndge of the position of the Society. . 

To avoid delay in departmental audit reports, audit 
should be divided into two parts, preliminary and final; 
and Societies must he visited for preliminary and final 
audit at intervals of six months .. 

IIi urban Societies with large transactions the reports 
of Auditors may with advantage be prepa.red once every 
half -year a.nd considered at general meetings held every 
half-year. This will ruso allow of the annua.l meetings 
being held much earlier than at present. 

Since the law vests in Government the undivided Audil agency. 

responsibility for audit, the control of audit as a. whQle 
and of the staff therefor must be with the Registrar, 80~ 
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that the Government may be assured that the Societies 
started under its auspices are developing on sound lines. 
But though the audit staff ultimately derives its authority 
from the Registrar, it need not necessarily be wholly 
official. He,is empowerE>d by section 17 either to conduct 
the audit himself or to authorize some other person to 
conduct it. As a matter of fact, the work is being done 
by different agencies in different Provinces. Usually, the 
staff consists of two sections, one maintained by Govern· 
ment and the other by co-operative institutions . 

. In Mysore the majority of the prima.ry 80cieties 
(formin~ 91 per,cent of the total number during 1934-35) 
are audited by the departmental officers. Under orders 
pa~sed by Government in 1925, Provincial and Central 
Banks and urban credit Societies with a working capital 
of Rs. 5,000 ani! above are required to get their accounts 
audited by certified Auditors selected by them from a list 
approved by the Registrar. Societies which have obtained 
loans from Government or from the Apex Bank are super-
audited by the Registrar or the Assistant Registrars. 

A few of the larger rural Societies are also having 
their accounts audited in detail by competent local Audi
tors and Acoountants. This arrangement is entirely 
optionlJoi and does not require any alteration. 

We understand that there are about 300 Societies in 
the State baving a working capital of five thousand rupees 
and above which require to be audited by certified Audi
tors under the orders of Government. An esselltial quali
fication of a good Auditor is the possession of sufficient 
independence to be able to give an unbiassed opinion. In 
order to cnsure this, and also to conform more nearly to 
the requirement of the law that the Auditor should be a 
person "authorized" by the Registrar "by general or 
specia.l order," it is desirable that the Registrar should 
make a careful selection of persons with the necessary 
qualifications, experience and character. The appoint
ment of Auditors should be made by the Registrar after 
consultation with the Societies concerned. The Registrar 
will fix the remuneration of the A uditors on a sliding scale 
based on transactions, working capital and net profits of 
Societies. . Each Auditor will he assigned a certain number 
of Societies. It is desirable that the same person should 
not audit a Society's accounts for more than two years 

, consecutively •. 
CoIl 01 Audit. The Societies audited by certified Auditors as above 

should.,be required to make some contribution towards the 
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cost of such audit. We recommend' the following scale 
balred on the amount of working capital :-

1. For Sooieties wi~h .. work
ing capito.! of or exoeediog R •. 5,000 
but no~ exoeeding Ro. 10,000. 

2. For Societies with .. work
ing ""pital exceeding R.. 10,000 
but not exeeeding Rs. 20,000. 

8. For Sooieties with .. work
ing capital exceeding Rs. 20.000 
but not exceeding Rs. 50,000. 

4. For SouieLies with a work
ing ... pital of over Rs. 50,000. 

Eight anna. per hundred rupees 
of the working capitsi. 

Eightannlls per hundred rupees 
for the first Rs. 10,000 pu.. 
4 .. n·Das per hundred rupees 
of working capital in excess of 
Rs.I0,OOO. 

At the above rate up to R •• 20,000 
plus 2 anna. per' hundred 
rupees of working capital in 
excess of Ro. 20,000. 

At the above rate up to Rs. 60,000 
plus 1 ann .. per hundred rupees 
of working ca.pito.! in excess 
thereof, subject to &. mmmum 
of Rs. 850. 

In addition any out-of-pocket expenses incurred in 
the way of cost of travelling ma.y be given to the Auditor. 

Banks and Societies must pay the cost of their own 
sepa.rate audi ts. 

Over and above the audit made by the departmental Con_' 
staff or by an external Auditor, every. Society, large or ~':::~aI 
smail, should ma.ke arrangements for a continuous daily, 
or at least weekly, internal audit of the accounts, by the 
committee or by one or more of its members deputed for 
the purpose. Where a Society can afford it, a separate 
audit clerk should be appointed, who will work directly 
under, and be responsible to, the President for the check-
ing and auditing of the aocounts of the daily transactions. 
This audit should include the verification of cash balances, 
scrutiny of postings of receipts, examination of vouchers, 
checking of overdrafts, etc. 

The geneml adoption of such a system of concurrent 
internal audit will undoubtedly secure increased efficiency 
in the management of Societies. Errors a.nd irregulari
ties can be more easily traced and oheoked. . 

A scheme for the formation of Audit Unions, oom- AudiWDion •. 

posed of representatives of Societies,-prirnary and oentral, 
-and responsible for providing a staff of well trained and 
oompetent Auditors, bas been recommended for British 
India. Suoh a soheme, if it can be successfully worked 
out here, will no doubt make for some uniformity in 
the system of audit, snd also provide for the co-oroina-
tion of the closely allied funotions of audit and supervi-
eion now vested in different agencies. But, in the a.bsence 
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of a strong and efficient co-ordinating Institute at the 
centre, it cannot be said that the conditions are at prestmt 
suitable for experimentation on these lines.' 

2. Supervision. 

- Audit; superVISIOn and inspection are functions 
which are closely allied, and not wholly sepa.ra.ble in a 
simple organization like the primary agricultural credit 
Society. Broadly speaking, audit lays the emphasis on 
accounts, supervision on administration, aud inspection 
on finance. 

The work of supervision covers many of the points 
included in audit; but in addition it implies the duty of 
instructing the members in co-operative principles and 
the propagation of the movement by the organization of 
new Societies. It aims not merely at testing the effici
ency of a Society, but at helping it to be efficient, and it 
comprehends the further task of seeing that the defects 
noted at audit have been remedied. The task of the 
Supervisor is to see that' the work of the Society is not 
only business-like and up-to-date, but genuinely co-opera
tive; to test the knowledge of the committee and mem
bers, to ad vise them with regard to difficulties and 
disputes, to explain and remedy mistakes, and to impress . 
upon them the principles which Societies should always 
have before them.* 

'l'be efficiency of a co-operative institution depends 
as much on continuous supervision as on systematic 
audit. . 

It is generally agreed that. t.he present arrangements 
for supervision a.re unsatisfactory and defecti ve, especially 
in the case of rural Societies. But opinion differs as to 
whether official or non-official supervision should be 
increased. From one extreme tnere comes the complaint 
that the movement is already suffering and has in 
fa.ot received a" set-back". owing to "excessive offioial 
interference and too much unnecessary accounting;" and 
from the other the oonviction is reiterated, curiously 
euough by many non-officials besides others, that non
official supervision is ineffective and useless and that the 
lIafety of the movement lies in a tightening of the official 
control. The truth no doubt rests, :kS it often does in 
such cases, between the two extremes. 
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A large measure of statutory control over Societies 
is at present vested in the Registrar; and this includes, 
among other things, the power to see that rules and hy
laws are duly observed, also a virtually unlimited power 
of inspeotion and audit, a oertain voioe in the investment 
and disposal of funds, the disoretion (subjeot to an appeal 
to Government) to order the dissolution and winding up 
of a Society, and so on., Apart from this, the Registrar 
is not merely a registering offioial, but is expected to 
provide oounsel, assistance and guidance to Sooieties .. It 
cannot be denied that suoh control and guidance, far from 
paralysing progress, hlOB distinctly tended in the past to 
make for the success of the movement. 

The powers of oontrol now vested in the Registrar 
are sufficient for all praetical purposes, and do not require 
to be amplified. It is in the scope for the exeroise of 
these powers tbat some disorimination seems to be 
required. What is reoognized as legitimate and salutary 
control and supervision in regard to rural Sooieties 
generally is sometimes 'folt as needless and initating 
interferenoe in the case of urban Sooieties. 

So far as urban Societies are conoerned, barring 
gross and exceptional cases of mismanagement or finan
oial breakdown, there should be little occasion for 
interference on the part of departmental officers beyond 
the discharge of their ordinary functions of audit and 
inspection. Any auvice required of them will be techni
call'sther than administrative. In fact, in the case of 
the Central iustitutions and of the well-established' urhan 
Bauks, in terference should be exceptional; an d in every 
case where this is found necessary, a report of the 
circumRtances should invariably be made tl) Government 
for information, with a copy of any representation 
submitt·ed by the institution concerned. 

Tho case, unfortunately, is otherwise with the rural 
Societies, many of which are suffering from a lack of 
honest and capable men to carry on the management. 
In the case of these Societies, the supervision that is 
required has to come largely from departmental officers. 
But even here, thc ultimate aim should be to entrust the 
work of "supervision,"-in its proper sense of adminis
trative assistance, finanoial advice and general business 
guidance,-ns far all possible to non-official agency where 
this is a.vailable, preferably to persons chosen by the 
Societies themselves, either individually or in groups or 
federations. The ideal of a. non-official provincial 

Case of 
Central and 
Urban 
Societie •. 

Case of r tttal 
Societies. 
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agency, however desirable, will probably take many years 
to achieve. 

. It must be confessed that" Federal Unions" (as they 
have been called) have not worked well in the past, and 
are being wound uP. in Mysore because under existing 
conditions there is little hope of their being made 
serviceable; The combination of finance and supervision 
was a mistake. Supervising Unions on somewhat different 
lines, with functions limited to mutual assistance and 
co-operation in matters of common concern, have been tried 
in other parts of India but have not yielded the results 
expected of them. What is required is improved supervi
sion, not the mere multiplication of agencies. 

We consider that, in the circumstances obtaining in 
Mysore, the scheme of non-official supervision is more 
likely to succeed if associated with the work of propaganda 
and advice than if it were based on the idea of superior 
status and outside control. In order to achieve this 
object, we recommend that active steps be taken to 
form local associations representative of the co-operative 
Societies in every District. If, as.::suggested later, the 
Provincial Co-operative Institute is reconstituted and 
Dlaced on an efficient footing. these local associations 
may well function as branches of the Institute. 

The Mysore Co-operative Committee of 1923 
suggested that a non-official staff of Supervisors should 
be maintained to supplement the work of the depart
mental staff in the guiding, training and supervision of 
Societies, the cost being met from a percenta~e contribu
tion ou net profits to be levied from Societies. The 
administration of the fund and the control of the staff 
was to be left in the hands of a Central organization, 
which would also have other funotions such as propa.
ganda.. This suggestion does not appea,r to have been 
subsequently pursued. There is at present no supervising 
staff worth mentioning apart from the departmental one. 

3. Inspection. 

Inspeotion means essentially an euquiry into the 
financial statuB and condition of a Society. Supervision, 
on the other hand, involves constant administrative 
assistance in routine work, advice on financial matters, 
and general guidance, both from the business and the 
co-opemti veaspects. * 
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It is in the interests of sound management to ha.ve 
tbe constitution, working and financial condition of. 
Societies tborougbly overhauled at regular intervals of not 
less than five years. It is particularly desirable tha.t a 
periodical inspection of eacb Central financing Bank 
should be wade by the Registrar. 

It is witbin the rigbts, and should be treated as i"'\i:.tion 
part of the responsibilities, of a financing Bank to linAne;';l 
inspect the hooks of every primary Society indebted to In ..... tion. 
it. In the exercise of this power, which is expl'essly 
provided for in the newly added section 36-A, each 
Central institntion lIIay ma.ke its own detailed enquiry 
into a Society's affairs, and take steps to safeguard its 
fina.ncial interests. But beyond tendering advice, it 
sbould not interfere with the internal affairs of the 
Society. 'fhe failure to distinguish inspection from 
supervision is apt. to lead to some friction between 
Societies and Central institutions. 

4,. Precau tWns atlainst MisCiYtUluct, etc. 
There have been several instances lately of criminal 

misappropriation of funds and otber serious irregularities 
on the part of pwployees of Societies and Banks. In one 
instance affecting the Provincial Apex Bank, a responsible 
official was convicted of a series of misappropriations. 
some of them committed in respect of the deposits of 
non-members and others. 

Baving regard to the scope for such irregularities in 
co-operati ve institutions, the wonder is that they are 
not even more frequent. It is well also to rememher 
tbat serious defalcations are by no means uncommon in 
otber classes of institutions. The need is all the greater 
for enforcing all practicable measures. in tbe way of 
precaution and prevention. 

It is gatbered tbat fmuds in co-operative institutions Nature 01 

are usually committed in tbe following ways, among frauds. 

otbers ;-
Ii) False entries of debts; 

(iiJ Non-entry of receipts, especially decretal 
alUounts; 

(iii) Forged bonds; 
(iv) Issue of receipts from duplicate books; 
(v) Fictitious loans and vouchers; 

(oi) Non-dishursement of dividends and interest on 
deposits ; 

11 
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(vit) Non-credit of receipt of interest on securities j 
and 

('Uiit) Misappropriation of cash. 
Among_ the precautionary measures which may be 

suggested as. worthy of adoption, the following deserve 
prominent attention :-

(i) Oustody of Oaslt.-Cash should not, as a rule, 
be handled except by the Secretary, or, where a paid 
Assistant Secretary is appointed, by the Assista.nt 
Secretary. Where possible, a separ&te 1'reasurer should 
be appointed. A limit should be fixed for the cash kept 
with the Secretary or Treasurer; the balance should be 
deposited in the nearest Government Treasury or Post 
Office. Adequate security should be taken from all 
persons entrusted with the custody of cash. 

(ii) Verification. of Oask Balance.- There should 
be frequent and surprise examinations of cash balances 
by the committee members and by inspecting offiders. 

A daily balance sheet should be maintained showing 
the amount aud denomination of cash in hand. The 
cash balance at the end of every week should be reported 
to the Circle Inspector and, in the case of Central 
institutions, to the Registrar. 

(iii) Ourrent Pransaction. •. -Postings of trans
actions must invariably be made as they take place. The 
transactions for each month should be closed on the last 
day. and the preparation of a monthly abstract of accounts 
should be insiilted upon. 

All withdrawals on behalf of the Society beyond a 
specified limit must be signed by both the President and 
the Secretary. 

Proper receipts in the Society's printed forms should 
be insisted on by the Revenue authorities for all payments 
of decretal dues. 

(iv) Dealings with members' accounfll.- Acknowledg
ments of balances of individual assets and liabilities should 
be obtained periodically from mem bers. Pass-boob should 
be sent for once a year, and the entries checked. No 
operation connected with current or savings or other 
account should be allowed without production of the pass
book; and entries therein should be made then and there. 
Periodical oertificates of . balanoe should be sent to 
depositors for information and verification. . 

'1'he cheque system should be more generally intro
duced. Heavy loans should be disbursed by cheque, and 
repayments of loans should be by means of orossed cheques. 
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Spare cheque books and receipt books should be kept 
in trustworthy custody. 

(v) Internal and Ezternal Atldit.-In the larger 
Societies especially, there must be a good system of 
int-ernal check. If possible, an efficient Auditor or 
Acconntant must be employed to audit the accounts 
daily. The accounts (including ledgers, balances, out
standings, eoo.) . mnst, in any case, be scrutinized at least 
once a week or fortnight by the committee or by a. special 
su~mmittee. 

Every Society which can afford to do· so shonld 
• employ perm~nently a qualified Auditor, who should make 

a. deta.iled a.udit every month in the form prescribed. He 
should, among other things, check the dividend distri
hution account in detail, and obtain and verify members' 
pass-books .and members' receipts in a number of cases. 

Over and above all this, there must be a ca.retul test 
audit by the departmental staff. 

(vi) E,.fQTcunent of responsibility.--It. should not 
be overlooked that in most cases it is the negligence and 
carelessness of committees and office-hearers which gives 
occasion to and facilitates the perpetration of criminal 
misappropriations and other serions irregularities. They 
cannot therefore complain if they are held responsible for 
all defalcations and losses traceable to their negligence or 
indifference. 

(vii) Interest of General Body.-Finally, the active 
interest of members in the working of their institutions is 
always reqnired, as much as strict supervision and scrutiny 
over transactions and accounts on the part of the 
management. . 

5. Educatu.m and Tl'aining. 

One of the serious handicaps to the successful working Imt:"'oce 
of the movement is the general ignorance of members, and :::,.: .. ... 
the absence of trained men among office-bearezs of Ed .... tWu. 
Societies. Most of the defects in the working of So('.ieties and Tnunmg. 

are due to the lack of elementary knowledge on the part 
of those entrusted with their management. 

\Vbile it is difficult for the oo-operative movement as 
snch to tackle the general problem of rural illiteracy, it is 
possible by co-ordinated effort to provide for the special 
t.'\Sk of spreading a knowledge of Co-operation and co
operative principles among the members of Societies, and 
to train up office-bearers in various ways. Any serions 

11-
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attempt a.t the improvement of co-operative Societies in 
the country must include a proper organization for giving 
suitable training, as well to the office-bearers of Societies, 
as to the Inspectors, Auditors and Assistant Registrars of 
the Oo-operative Department. 

The importance of co-operative educatiou is such 
that, according to the Royal Commission on Agriculture, 
where expenditure by Government on audit would involve 
the comparative neglect of education, education Rhould be 
given preference, and the statutory audit should be paid 
for by Societies. 

The Mysore Co-operative Committee of 1923, in 
recommending the creation of a Central Provincial Orga
nization for the supervision of co-operative Societies; 
suggested that among its functions should be included 
arrangements for the training of men engaged in co
operatIve work. It also recommended that immediate 
steps should be taken for establishing a Co-operative 
Training School. The Government considered that no 
separate school financed solely by Government was neces
sary, and that it would be sufficient for the Registrar to 
arrange for a. short course of training for Co-operative 
Inspectors and Honorary Supervisors, besides a. series of 

. lectures on co-operative subjects at Dist.rict and Taluk 
Conferences. 

The present arrangements for instruction and training 
are inadequate. Occasional lectures by enthusiastic 
laymen under the auspices of a voluntary association like 
the Co-operative Institute cannot take the place of 
connected, organized and graduated teaching, according to 
an authoritative syllabus, in a recognized educational 
institution. Refresher courses are only useful for the 
limited end they have in view. 

There seems to be a real necessity for the establish
ment of II> Central Co-operative School at Bangalore. Its 
control must necessarily vest in Government, but may be 
exercised through· the agency of a small committee 
nominated by Government and including non-official 
representatives of the co-operative movement as well as 
the heads of the Departments of Finance, Agriculture, 
Industries and Co-operation. 

The School should have an elementary course 
intended for the subordinate clerical staff of Societies, 
which may include elementary book-keeping and auditing, 
typewriting and shorthand, and a practioal . knowl~g~ of 
the rules and the daily business of co-operatIve Socletles; 



REGULATIVE FUNCTIONS 165 

and an interruediate course comprising a knowledge of 
Co-operative Law, !<'inR.Ilce and Practice, along with the 
principles and practice of Accountancy and Auditing. 
Tbere may also be a higher course intended for those who, 
a.fter going through the intermediate course, wish to 
specialize in the theory of Economics, Co-operative and 
Joint-Stock Banking, the Law of Companies, etc. The 
length of tbe elementary course ma.y be fixed at six months, 
and tha.t of the intermediate course at one year. The 
special course may extend to an additional period of one 
year. The classes should be held all the year round; but 
the teachers need not necessarily be fnll-time workers in 
the beginning. The School should, in addition to holding 
classes, conduct examinations of different grades and grant 
certificates, or (in the case of the intermedia.te and specia.l 
grades) diplomas, to successful candidates. 

After the a.rra.ngement (',omes into full effect, only, 
persons who hold tlDch certificates or diplomas should be 
eligible for employment in the Co-operative Depa.rtment 
or on the paid staff of registered Societies, or for particular 
.appointments (to he listed) in other Departments where a 
knowledge of co-operative methods and finance is con
sidered servicea.ble. No one who has not p8.!lsed through 
the intermediate cours"" and obtained the diploma should 
be certified as an Auditor of the a.ccounts of Societies. 

In this connection, the formation of a general cadre 
for the paid employees of all co-operative "institutions in 
the State bas been suggested to us as ca.lculated to facili
tate interchanges of officials, transfers, promotions, and so 
on; bnL the proposal has obvious'drawbacks and does not 
seem to be practicl\ole at present. 

Officers of or above the grades of Co-operative 
Inspeotors "hould be required to undergo the intermediate 
course, and the bigher officers sbould be recommended to 
take up the special course. Holders of honorary offices 
in SocietiE's clIDnot n!ltUl"ally be compelled to undllrgo 
these courses; bnt the advantn.ges of attending some of 
the more gcnel'al portions of the curricula may be brought 
to thl'ir attention. 

It is unnecessary to have schools at District head
quarters at the present stage. But classes for short 
periods may be held whenever an adequate number of 
persons offer themselves for training. Similar classes may 
with advantage be conducted in all Normal Schools. 

The cost of the Central Co-operative School and of 
the occasional classes referred to will ha.ve to be met 
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partly (and in the earlier years for the larger part) by a. 
Government grant, and partly by a contribution from 
Societies not exceeding five per cent of their net profits, 
according to resources, which will of course be included 
within the ,appropriation permissible by law for charitable 
purposes. 

It has been suggested by some witnesRes that Co
operation should be introduced as a subject for study in 
High Schools. It seems sufficient if it is dealt with 
as part of Civics in High Schools, and if lessons iIlus
tra.tive of the benefits of Co-operation are included in 
the text books in Middle Schools. It is certa.inly desirable 
that the subject should bave a more promineDt place in _ 
the teaching of Economics in Colleges as well as in the 
University curriculnm. Co-operative Law, Finance, and 
Prn.ctice should be included among the subjects for the 
Local Service and Pleaders' Examinations, and an exami
na.tion in that subject made compUlsory for certified 
Auditors. 



CHAPTER X. 

CORroXmvE FUNCTIONS • 

.1. 001Molidation and Rectification. 

In view oithe unsatisfactory condition of co-operative Obj~"f 
Societies in general,-a condition partly caused and Policy. 

partly aggravated by the continuous and severe 
economic depression,-a policy of what is compendiously 
known as "Consolidation and Rectification" has been 
adopted since 1929 in almost all pa.rts of India. In 
essentials, it is simply the application in a more intensive 
and rigorous form, in order to meet the aggravated condi-
tions, of -the various rules and measures of prudent 
management and watchful supervision which ought to 
characterize the ordinary working and administration 
of the co-operative system even in normal times. 
Its object is threefold: -namely, to conserve the re
BOUrces of institutions, to weed out abuses and elements 
of weakness, and to improve the management arid 
su pervision. 

This policy has been taken up systematically in most 
]'rovinces by the Co-operative Departments acting in 
conjullction with the Provincial Banks. Action in this 
direction has also been initiated and is in progress in the 
Mysore State. The Registrar's latest Report indicates 
that the object in view is being sought to be achieved 
along four main lines: "first,- the systematization of the 
work of the departmental staff; secondly, closer supervi
sion and control over the work of the Societies; thirdly, 
the rapid weeding out of all bad Societies and unhealthy 
elements; and, fourthly, making necessary changes in the 
laws governing the Sooiet~es." 

2. Dissolution of Soc~tieB. 

The Reoistrar is invested under the law with So fa.irly o..n .. llatiOll 
'" ofR~ wide power of dealing with hopelessly inert or insolvent lioD. 

Societies by the ultima.te weapon of dissolution. 
161 
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The circumstances which may lead to the cancellation 
of registration are mentioned in sections 35, 36, and 36-A; 
namely, as the result oIan enquiry made of the Registrar's 
own motion or on the application of the committee or of 
the majority of its members; or as the result of an inspec
tion by him made on the application of a creditor of tbe 
Society, or of an inspection by the financing Bank, or at 
the request of three-fourths of the members. Ca.ncellation 
may also be ordered where the membership falls below the 
prescribed minimum. 

The causes of the failure of Societies, necessit.ating 
recourse to the power of diSl'ol ution, are very various, 
and include (in the words of the Maclagan Com
mittee) "a want of due supervision, indiscreet loans, 
contumacy of borrowers, unpunctuality in repayments, 
the restrictions of loans to a few individuals, dishonesty 
or incompetence of Society officials, bad selection of 
members, the extension of a Society over too large an 
arP.a, concealment of old debts, faulty constitution, 
internal dissensions, insufficient fnnds or membership, the 
preponderating influence of one member, and general lack 
of interest by members in the affairs of the Society." 
When it is clear that tbere is no hope of eventual 
solvency or progress, prompt action should be taken to 
dissolve the Society. 

The effect of cancelling the registration of a Society 
is that the Society ceases to exist as a corporate body, in 
other words, is dissolved. The control of the Society and 
the possession of its assets and books pass to the Liquid.l.tor 
appointed, who takes all the necessary steps for winding 
up its business. The fact that liqnidation, through the 
realization of assets and discharge of liabilities, is made to 
follow cancellation instead of preceding it, gi yes rise to 
the anomaly that, tbOl:gh the Society as a corporate body 
has ceased to exist in law l',nd is dissolved into a number 
of individuals, the Liquidator is nevertheless required and 
empowered to take va.rious steps on behalf of or in relation 
to the Society and its assets and liabilities, which 
necp.ssarily imply its continued existence as a corporate 
entity. . 

In Baroda the practice of putting cancellation before 
the actual process of liquidation has recently been reversed. 
The difficulty is met in Burma-and likewise in Bombay
by the introduction of an intermediate stage of 
"winding up;" a Society is first ordered to be wound up, 
and during this process it remains in existence; if the 
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Registrar thinks the Society should continue to exist, he 
may cancel the order for winding up; otherwise he must, 
after considering the final report of the Liquidator, order 
the registration to be cancelled, whereupon the Sooiety 
ceases to exist as a corpora.te body. * Such a procedure 
will allow of a Society being revived, where this is at all 
possible, after its affa.irs are put in order. A provision ou 
these lines is a desirable addition to the remedies (such as 
temporary supersession) the judioious application of which 
will obviate recourse to the last remedy of a.ll, namely 
compulsory liquidation. It may be mentioned that, when . 
the Mysore Regulation VII of 1918 was amended in 1933, 
the reference to "cancellation of registration" in section 
42 (1) was replaced by a reference to " an order for winding 
up"; hut corresponding changes were·omitted to he made 
in sections 39 and 40. 'j'he omission mav now be 
supplied. -

Tbe power of compulsory liquidation is not preventive, Cauticu!n 
but punitive. 'Vhile it should he rigorously applied where Application. 

the conditions are hopeless and cannot otherwise be set 
right, it is a letha.l weapon which should be held in reserve, 
and its employment postponed as far as possible till 
milder remedies have been tried and found ineffective. 
To exercise it in the case of a Central institution involves 
the punishment and probably the ruin of good Societies 
as well as bad. It Rhould only be resorted to when all 
methods of rel'Overing arrears--persuasive or coercive-are 
exhau~ted, and most of the outstllnding debts are either 
bad or irrecoverable. Indeed, after liquidation the process 
of recovery hecomes even more formidable than before. 
Alienation of properties and combinations among villagers 
are very common. Further, the economio depression and 
the fall in land values have brought about a Kcarcity of 
bidders, and added to the difficulties of liquidation. To 
resort to hasty and indisoriminate proceedings for liquida-
tion in order to recover sums due is to adopt the policy 
.. of kill rather than of cure." 

Notice is not now required to be given before registra
tion is canoelled or winding up is ordered. In England· 
two months' cleal· notioe must be given to the Society 
speoifying the ground of the proposed canoellation. A 
rule on the same lines may well be prescribed under 
section 44 of the Regulation • 

• yu. l8tI\loll 46 of the Burma Ao,", and eectiOll 41 01 lbe Bombay AC't.. 
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The following figures indicate the number of Societies 
which had their registration cancelled and were liqui
dated or were pending liquidation during ellch of the last 
ten years :-

Year 

1925-26 
1926-27 
1927-28 
1928-29 ... 
1929-30 
1930-31 
1931~2 

1932~3 

1988-34 
1934-35 

Number of Societies Of t~e."e. numbe~ of 
whose registration So~,et!es for whlCh 
has been ca.noelled LlqUldator~ have 

been a.ppomted 

27 4 
53 1 
44 1 
M . .. 
56 2 
23 5 
64 5, 
36 '{ 

110 22 
110 16 

. Liquidation work is trou.blesome, particularly the 
collection and distribution of tbe assets. Tbe orders of 
the Liquidator in regard to these matters have at present 
to be enforced by application to the Civil Court, with its 
attendant delays and difficulties. Provision has been made 
in the local Acts of Bombay and Madras for tbe summary 
recovery of members' debts under tbe Liquidator'S orders, 
through execution by the Revenue Department in the same 
manner as arrears of land revenue. Similar action is 
necessary bere. In additon to the procedure for recovery 
through the Civil Court, any surn ordered to be recovered 
as It contribution to the assets of the Society or as costs of 
liquidation should be made recoverable, on a requisition 
made by the Registrar to the Deputy Commissioner in 
this behalf, in the same manner as an arrear of laud 
revenue. 

It is sometimes assumed that all cases of liquidation 
involve the enforcement of the unlimited liability of the 
members, and result in their ruin and in loss to the 
creditors. The experience of most Provinces seems to 
show that this is very far from being the case, and that 
in many cases the creditol"S have been fully paid without 
even the utilization of the Society's reserve fund, whioh is 
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devoted to some object of common good.* At the same 
time, with a view to prevent abuse or misapplication 
of the discretion given to the Liquidator to determine 
the contributions to be made by members, it is necessary 
to lay down by rule that any deficit should, after tbe 
full payment of sbares, be recoverable by a series of 
per capita levies upon the members to tbe full extent 
of their property. This will equalize the individual 
burden at each levy; and so leave less discretion to the 
Liauidator. 

• When registration is cancelled, it becomes necessary 
for the Registrar to appoint a competent person as Liqui
dator. 

Where pos,>ible. the services of a suitable non-official A~y f •• 
gentleman (such as a director of a Central Bank, or a Llquidalion. 

retired Government officer, or a member of the bar, or 
otber persen acquainted with court procedure), may be 
secured. A commission of five per cent on realizations 
would b~ sufficient remuneration. If not, one of the 
Registrar's staff may be utilized. 

There is a certain amount of delay in the progress of 
liquidation work; this must be remedied by the appoint
ment of better qualified and more efficient men as 
Liquidators, and by the exercise of careful watch and 
control by the Registmr or his deputy. 

The law as contained in section 42 of the Regulation 
requires to be amended in certain respects. 

Necesaary 
amendments 
of Jaw as 
....,.roB 

(a) The Registrar should be empowered to give L;quid •• ion. 

directions from time to time to the Liquidator after his 
appointment. 

(b) Sub-section 2 (b) provides only for contributions 
by .. members and past members," and not also (as is 
necessary and as has been done in the Bombay and 
Madrss Acts) for contributions by "the estates or nomi
nees, heirs or legal representatives of deceased members" 
as also by .. any officers or former officers." 

(c) The period for which the estate of a. deceased 
member is liable should be extended from one to two 
years, as in the case of past members. 

(d) The Liquida.tor has at present no power to 
refer any matters in dispute to arbitration. He should be 
given such power subject to the Registrar's sanction in 
each case • 

• Cp. Bihar and Oriaaa Ad~ioD Bepod for 1989-89. 
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(e) The necessity for passing both a preliminary 
and a final decree in the case of mortgage loans should lie 
done away with, and the decrl~e given in the (irst instance 
treated as the final "executable decree." 

(f) The Liquidator should have power to call 
general meetings from time to time, instead of only at the 
conclusion of the liquidation. 

Section 42-B should be extended to cover cases of 
apprehended disposal or ·removal of property after the 
passing of the order and before it is sought to be put in 
execution. 

3. C'J-operative Litigation. 

The Legislature has provided in section 43-A a cheap 
and summary method of disposal of co-op~rative disputes, 
with the evident intention that Societies and their 
members should not be dragged before the ordinary Civil 
Courts if it oould possibly be avoided. No one who 
realizes the troubles and worries of an expensive and 
protracted litigation will lightly suggest a surrender of the 
distinct and solid advantages secured by that method. 
As a ma.tter of fact, opinion is ahnost unanimously in 
favour of the retention of the existing arrangement. 
It is not without significance that wany of the 
witnesses who frankly and unhesitatingiy prefelTed its 
continuance to a wholesale transfer of the work to the 
Civil Courts consisted of lawyers of experience and 
standing. . 

Disputes touching the business of Societies are, in 
the generality of cases, of a more or less simple nature. 
The parties are usually a registered Society aud a 
member or pa.st member. or a person claiming through 
a member or past memher. 'l'he claim (when preferred 
on behalf of the Society) is invariably founded on 
documents exeouted and entries in accounts kept in 
the regular oourse of. business. Execution and the 
receipt of oonsideration are rarely if ever denied by 
the borrowers. '.rhe plea commonly takes the form of an 
inability to payor a request for time or for a reduction in 
tbe rate of interest or for tbe waiving of penal interest; 
Buch a plea, when reasonahle, is sympathetically con
sidered. Disposals in these ciroumstances naturally take 
place without serious oontest. Save a hundred or a. 
bundred.and fifty oases referred to Arbitrators in ea.ch 
division, the bulk of the disputes are deoided by officers 
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of or above the status of Assistant Registrars, who 
have had uotbing personally to do with the investigation 
of tbe cases made by the Circle Iuspectors. Beyond 
the fact, quite natural aud intelligible, that the com
mittees of Societies may he expected to act with discre
tion and a due sense of responsibility in launching 
proceediugs against IDlWbers and to avoid unnecessary 
and unjust litigation,. the~ is no warrant for insiuuating 
that the decisions of departmental officers unduly favour 
Societies. 

Although the committee of management is not a 
proper party to determine disputes, tbere is nothing 
objectionable in requiring disputes to be iu the first 
instance considered by the committee with a view to 
terms being arranged. 

Section 43-A lays down that every co~pera- lI.f.-..;D 

tive dispute must be referred to the Registrar,but apecioI ...... 

does not expressly say by whom the reference shall be 
made. 

Cases are not uncommon in which action to recover 
debts due is purposely delayed or not taken because the 
defaulter bappens to be tbe Secretary himself or one 01 
the other colllmitr.ee members, or other influential person. 
To provide for such cases, tbe Re/{istrar sbould have power 
1.0 require the committee to make a reference within,a 
specified time, and. on its failure to do so, to direct the 
Iuspector or some other person nominated by him to make 
the reference. 

The expression" person claiming through a member" L~1o 
in section 43-A no doubt includes the heirs, executors, -
or administrators and assigns of a member, and also his 
nominee where nomination is allowed. It is like-
wise reasonable that a subsequent hypothecatee or other 
alienee should be deemed to be a person claiming 
through the alienor, so that the former may be made 
a party to the dispute and made subject to the decree 

- passed. 
The statistics of co-operative litigation given below ~=:.':' 

show that while disputes are disposed of by departmental 
officers with reasonable despatch, the work ta.kes up a 
very appreciable portion of their time. Excluding 
the cases reserved for disposal by the Registrar (i.e., 
cases of and above Rs. 2,500 in value) and those referred 
for arbitration, the bulk of the work is at present 
attended to by the Deputy Registrar and the four 
Assistant Registrars. 
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Number of disputes 
- ----

Q- I '"" ",0 . . a "'~ - .. ~Q~ 
Name of Office Year -'" ~ '" .; 10.9 :; .~ r; - :~~ z "=Q ~o .. .S.S >. "'::. ~'" Q~ G 

'" '" ~ ,,~ i 
.co ;:c:e:-= 

';:: SC c .. -=.'" ~ ... ~o ';i=--• I 
&..Q,.. ~ ... 0 Z'" 1'\- 0 til Eo! 

r 11980-81 68 100 
17s1 

40 138 

1
1931

-82 

138 1 134 78 61 
1 Registrar of Co-ope1'8-1 1932.00 61 61 86 2G 

~ive Societies, 19B8.:l4 26 20 4&, 26 19 
B&ng&lore. l 1934:-36 19 as 67 83 ~4 

( 193~-31 819 ~,966 8,285 2,18'7 818 

~ty BUa ARSistant i 193132 818 2,760 3.568 2.669 878 
2 1932·88 878 ~.886 3,118 2,127 1iS6 

egietrsrs of Co- 19S5-S4 568 8,678 4,195 8.002 786 
operat.ive Societies. l 19S4.a5 186 4,~ 6.008 3',148 1,098 

r 198().81 257 ... 257 73 514 
1931·8~ 614 ... 514 118 421 

8 Arbitraton ._- i l!13i·88 427 ... 427 132 726 
19311-34 125 ... '725 S14 868 

l 1984-86 868 ... 888 38S 987 

r 19/1O.8l 
f--

S44 3,071) 871& 2,250 ],465 
I 1991-82 1,466 2,751 4,216 1I,850 1.366 

4 Talal ... ... 1 1982-33 l,lJ66 2,886 4,201 9,896 1,306 
1938·1<4 1,306 8,699 4.\106 9,_ 1.668 

L 1_ 1.668 4.l!W 6,923 8,814 2,109 
I 

In Cha.pter XI we suggest an addItIOn to the number 
of tiepartmental officers and a redistribution of their work, 
calculated, among other things, to expedite the disposal of 
disputes. This, in particular, would be materially helped 
if qualified persons preferably with judicial experience 
were appointed as Honorary Assistant Registrars, at least 
one lor each District and each important hea.dquarter 
town, where suoh persons are available. Huch an arra.nge
ment is in some respeots preferable to, and wiIllead generally 
to quioker despatch of work than, the appointment of 
less competent men as Arhitra.tors. Honorary Assistant 
Registrars may be given a moderate carriage allowanoe. 

We have considered the alternative of the appoint
ment of a special whole-time judicial or departmental 
officer for the sole purpose of dealing with co-operative 
disputes throughout the Districts, hut think this is 
unnecessary and will not improve ma.tters. It will not 
tend to economy of time or expense for one thing; and 
lor another, it will take away the distinct advantage now 
available to parties and their witnesses of having such 
disputes decided in their own neighbourhood. 

NOTE-Mr. Rang .. R"", aonside .. , differing from the other mem
bers, th .. t for the SlLtisfa.ctory disposal of ao-operative 
disputes two Officers of the Judicia! Dep .... tment may be 
.. tta.ched to the Co-opera.tive Department and ent.ruste<l 
solely with the duty of disposing of such disputes. 



OORRECTIVE FUNCTIONS 175 

The reference of disputes to arbitration is no doubt a Arbitration 
and A.rhitm. 

common and convenient arrangement, but it does not to .... 

generally conduce to despatch of work. In fact there is a 
general oomplaint that Arbitrators are dilatory, a.nd that 
boards of arbitration are pa.rticularly slow, so much so that 
in several insta.nces the Registrar has had to withdraw the 
ca.ses referred to them. There is some difficulty in getting 
the services of .the right. type of men to serve as Arbitra.
tors,-independent and unconnected with the parties, the 
Society or the Department, possessed of a knowledge of 
the essential principles of law and evidence, and, if 
possible, having some practical a.cquaintance with court 
procedure. Nevertheless it is very desirable to seek for 
and maintain a panel of suitable persons for this work in 
each District. 

Arbitrators should be paid, where necessary, a small 
fea for meeting incidental charges; this, having regard to 
the very simple nature of most of the disputes to be dealt 
with by them, and the large number tha.t can be disposed 
of at a time, need not exceed a.nna.s eight or rupee one per 
ca.se. In exceptional circumstances, a higher fee may be 
specially allowed (including actual travelling expenses, if 
any). 

The Registrar has DOW tbe discretion to refer a Civil COut·'" 

dispute to a. Civil Court. Tbis discretion should be freely 
used wbere both parties desire it, or where tbe ca.se 
involves oomplicated issues either of law or of adjustment 
of a.c{Jounts on which the decision of a judicial tribunal 
would be desirable. 

4. Limitation in relation to ao-operative disputes. 

Whether disputes under the Co-opera.tive Societies' APl!ieabUity 

Regulation are or are not governed by the articles in tbe ~mi':;!... 
Limitation Regulation applica.ble to suits is a. question on 
whioh there bas been some divergence of opinion among 
lawyers a.s well as laymen. The point is not directly 
covered by autbority and is DOt altogether free from 
difficult;y. It is possible to urge a priori considerations, 
more or less plausible, in support of eit.her view. Raving 
given our best attention to the question with tbe aid of 
competent iegal opinion and in the light of judicial rulings 
and dicta, we bave come to the conclusion that,-· subject 
to any specia.l provisions in the Co-operative Societies' 
Hegulation, like sections 23 and 24,-tbe a.rticies as to suits 
in general contained in the Limitation RegUlation do 
apply to disputes. 
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Neither the term" Court" nor the term" suit" has 
recei ved legislative interpretation. But doubtless the 
former has to be taken in the well understood sense of an 
authority empowered by law to hear and determine a 
cause, and the latter in that of a proceeding in a Court of 
justice for the redress of an injury or for the enforcement 
of a right or claim. "Judicial proceeding" has been 
defined in the General Clauses Regulation as meaning any 
proceeding in the course of which evidence is, or lDay be, 
legally taken. . 

Now, baving regard to the fact thg,t tbe Registrar, when 
he proceeds to decide a dispute himself, has almost all the 
essential chamcteristics and powers.of a Court of Justice, 
including the power to enforce the attendance of witnesses 
and compel the production of documentll, to. take down 
the evidence of parties and of witnesses on oath, and upon 
such evidence and any documentary evidence produced by 
either side to give a, binding decision, which may be duly 
axecu ted, it is difficuhi to resist the conolusion that the 
Registrar is a Court, and not the less so because the 
ordinary procedure of Courts is considerably simplified in 
his case with a view to minimise delay and expense. 

As regards Arbitrators, it is true that they are excluded 
from the definit.ion of " Court" in the Evidence Act, and 
that an Arbitrator has been held not to be a Court of law. 
But there is no doubt, according to Indian as well as 
English law, that a submission to arbitration does not per 
811 exclude the right of either party to raise the defence of 
limitation. If it be intended to exclude such a defence, 
an express term to that effect must be included in the 
agreement for submission to arbitration. Otherwise, the 
statute of limitation will . it has been heidi apply to 
proceedings in arbitration. Arbitrators, it is true, have to 
decide cases according to justice, equity and good' consci
ence; but it cannot be asserted tha.t this end is necessarily 
promoted by ignoring the salutary principle of limitation, 
founded, as that principle is, on sound public policy, in the 
interests of security, and to suppress fraud, quicken 
diligence, and prnvent oppression. 

It is well to remember at the same time that, whereas 
proceedings before an Arbitrator are ordinarily the result 
of a voluntary submission by the parties, a reference by 
the Registrar under section 43-A is made at his own discre
tion and without. reference to the volition of the parties. 
It is difficult to bold that an Arbitrator to whom a dispute 
is referred for disposal by the Registrar is absolved, any 
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more than the Registrar himself, frow taking into consi
deration all just and legal pleas including a plea of 
limitation. 

'Ihere is, however, good reason to think, from the 
enquiries made by us, that there is much misunderstand
ing of the position, and also some diversity of practice, 
with regard to the applicability to co-operative disputes of 
the articies in the Limitation Regulation relating to suits. 
1'he Government themselves appear to have at one time 
condoned, if not recommended, the continuance of the 
practice of referring to arbitration claims alleged to be 
time-barred instead of dropping or rejecting them, when 
the matter was· definitely brought up for orders in the 
year 1926.' 

It cannot be denied that committees of management 
have in many instances been wanting in oare and diligence 
in the matter of the recovery of dues, and have failed to 
take steps either to get written acknowledgments or fresh 
doouments from debtors, or to refer the disputes in time 
to the Registrar, with the result that claims involving 
very large Bums in the aggregate have beoome barred and 
the io terests of Societies seriously prejudiced. But if any 
special consideration is to be shown to co-operative 
Societies in the matter of limitation, as we think it is 
right and expedient so to do, it must be placed, not on 
this narrow ground, but on the broader view that 
co-operation demands a certain forbearance and considera
tion as between a Society and its members, that the 
business of a Society is not conducted for profit but for 
mutual benefit,. that litigll>tion should not ordinarily be 
resorted to until other means, including persuasion, 
pressure on sureties, and so on, ,have first been tried, (a 
policy specially eDjoined on Societies during the present 
period of depression), and that in the matter of the 
recovery of dues from defaulters the same standard of 
promptitude and diligence cannot be looked for from a 
finctuating honorary committee of their fellow members, 
as is to be expected of a private creditor or a joint-stock 
Bank. It is recognized on all hands that co-operative 
credit Sooieties are bodies working in the best interests of 
the people, partioularly the cultivating classes, and are 
fairly entitled to every reasonable assistance in tbe 
recovery of their just dues from fl'ILudnlent defaulters. 

- • V.de lettel' No. D. 8981, dilled 7th Decem.ber 1996. from the Seal'&tary to Govern-
ment. Development Department, to the Begislrar ~ Oo-operative Socielie8. 

. 12 
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Taking all the circumstances into careCul considera
tion, we are of opinion that co-operative Societies as such 
should have a longer period of limitation than that 
ordinarily available, within which to bring up disputes 
under the Co.-operati ve Societies' Regulation. It may be 
mentioned that, in the case of suits against agriculturists 
for the recovery of money. the period has been increased 
to six years under the Agriculturists' Relief Regulation, 
XVIII of 1928, and that, where tbe suit is founded on a 
registered instrument, the period is twelve years: vide 
section ~4. _A general provision doubling the udual period 
of limitation for suits (other than suits on hypothecation 
or mortgage) when brought by or on behalf of Societies 
under tbe Co-operative Societies' Regulation seems 
reasonable and desirable. The benefit of the increased 
period, when enacted, should be given to disputes referred 
within a specified time after the enactment comes into 
operation. 

The opportunity may also be taken to make it clear 
that, when a decision of the Registrar or of an Arbitrator 
has to be referred to the Civil Court after the close of 
infructuous prooeedings in the Revenue Department (as 
in cases coming under section 187 -A of the Mysore Land 
Revenue Code), limitation should only begin to run after 
the termination of the revenue proceedings and upon a 
formal reference by the Registrar to the Civil Court for 
exeoution. The issue of saJe certifioates is often consider
ably delayed, and henoe it is necessary to ensure that the 
starting point of limitation should be the date of issue of 
the certificate and not that of the confirmation of sale. 

5. Execution. 

In all litigation the chief difficulty arises, not in 
obtaining a decision, but in securing the execution of the 
decision. The Maclagan Committee was of opinion that no 
special procedure was called for in the case of co-operative 
Societies, and that the decisions of the Registrar and the 
awards of Arbitrators should be executed in the same 
manner as decrees of Civil Courts, and not by special 
process. The reasons which influenoed that COUlmittee 
(namely, that special privileges in the matter would lead 
to laxity in the selection of members and carelessness in 
the grant of loa.ns, and also intensify opposition from the 
outside money-market) have not prevailed over considera
tions of practical experience and cODveniencf', as well a.s 
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indeed of the real necessity, in the present state of the move
ment, of laying down a more expeditious a.nd summary 
procedure for the recovery of the dues of Societies. 

Accordingly, in Mysorp., Madras, Bombay, the United 
Provinces, and several other parts of India., thtl decisions 
of the Registrar and awards of Arbitrators, a." well as the 
orders of Liquidators, are sent in every case either to a 
Civil Court for execution in the same manner a.s a decree 
passed by itself, or to the Deputy Commissioner for 
realil'l8.tion in the sa.me manner as' an arrear of land 
revenue. In a few other pmviuces (such as Bengal, the 
Central Provinces, Assam and Coorg), they a.re executed 
through the Civil Courts; a.nd in Hyderabad and Ajmere
Merwara through the a~ency of revenue officers as a.rrea.rs 
of la.nd revenue: 

In Madras the Registra.r has since been empowered, 
without prejudice to any other mode of recovery provided, 
to recover all sum'3 due under a decision, awa.rd or order 
or under a Civil Court decree, by the attachment and sale 
of the property of the person against whom it has been 
passed: vide new se(Jtion 57-A. The addition of a similar 
provision to the Mysore Co-operative Societies' Regula
tion will be most useful, and tend to make execution more 
effective in ma.ny CR.'3eS. For one thing. it will enable the 

. Department to atta.ch crops and distrain movables, 
110 power without the effective use of which the collection 
of co-operative Societies' dues is often most difficult. 

It often happens that the managing committee· of a. • 
Society ta.kes no action to put the decision or award in 
execution, or delays action owing to reluctance to proceed 
against an influential member or for ot,her reason. 'In 
snch cases the Registrar should ta.ke the necessary steps 
on bis own initiative. 

Section 43-C (i) does not expressly state that the 
party seeking execution has a choice in the selection of 
the illode of execution. That he has may probably be 
assumed. as the "application" referred to in sul.-c1ause (b) 
ruus!; doubtless proceed from the party interested. The 
point may however be made clear. 

Societies are themselves primarily responsible for 001- AgeDci~ I .. 
lecting their dues: and as a matter of fa.ct, they are able in =::a.:..... 
many instances to recover them through their own agency .w. 
even after the dispute has been referred to the Registrar and 
a decisio.n or award obtained. C(){>ccive steps in execution 
should only be taken in the last resort, after methods of 
penmasion, concession and pressure have failed of effect. 

12* 
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Exeoution proceedings are now generally taken, at 
least in the first instance, through the Revenue Depart
ment. Where the ordinary agenoy of the Department is 
not; able to cope with the work, speoial agency in the 
shape of additional Shekdars or Revenue Inspectors is 
employed, and a charge of 2l per oent of the collections 
reoovered to meet the oost. 

The progress of exeoution work, judging from the 
figures for the past ten years given below, cannot be said 
to be satisfaotory:-

, 
I I Nnmber 

Number of 
Number decisions I Number of of 

Year pending exeoU-1 decisions sent Total of decisions tio .. at the I lor ex .. ution decisioDs 
beginning of during the year J executed pending 

the year execution 

I_iS ... ... 8,901 2,764 '6,665 1,8<6 4,819 
19'16-2'l ... ... 4,819 1,449 8,268 2,000 4,248 
19'.l7-l1tl ... ... 4,248 11,017 6,.66 1,654 .,711 
19'J8.29 ... ... 4,711 1,718 6,4-24 I,m ',-
1929-80 ... ... 4,448 11,163 6,611 2,490 4.121 
l~ ... . .. 4,121 i,l'1'1 6,298 1,867 4,431 
1981-Si ... ... 4.431 g,7ro 'f,151 >,668 4,41l3 
191J2.S11 ... , 4,_ 9,898 StasI g,Oll 4,966 

"'1 19>JS.34 ... ... 4.866 8,153 8.019 2,liSS 6.486 
19S4-85 ... 6,_ S,660 9,146 2,538 6,608 

-----
Out of a total of 9,146 deoisions requlrlllg to be 

exeouted during the past . offioial year, only 2,538 were 
executed (wholly or partially) by all the available agencies 
put together, leaving the very large baJanoe of 6,608 oases 

. awaiting exeoution at the end of the year. 
Figures of pendency for the last ten years are given 

below, .with the pecuniary value of the decisions to be 
realized :-

1925-1926 
1926-1927 
1927-1928 
1928-1929 
.1929-1980 
1930-3981 
1931-1982 
1932-1933 
1988-1934 
1984-1986 

Year Number of decisions I 
pending execution 

4,819 
4,248 
4.711 
4.448 
4,121 
4,431 
4,483 
4,866 
5,486 
6,608 .. 

Vruue of decisions 

R •. 
5,64,8111 
5,51.607 
5,95,123 
6,22,442 
5,56,047 
6,37,851 
6,09,642 
6,81,898 
7,19,416 
9,51,711 
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AI; regards the causes of the unsatisfactory outtum, Couseo~ 
there were at one time complaints by Revenue officers of =-
tbe frequency of stay orders issued by the Co-operative 
Department at the instance of defaulters just. when' 
recoveries were about to be made. The oce&sion for thls 
was removed by tbe issue of definite orders by Government 
in 1930, laying down that the proper authority to grant 
time to the defaulter,. after a co-operative decision is 
transferred to the Revenue Department, is the Deputy 
Commissioner, not the Registrar. Among other factors 
sometimes mention€d in reports of the Revenue Depart-
ment as having contributed to the accumulation of arrears 
were a lack of interest on the part of Societies in tracing 
defaulters and their properties, and insufficient co-opera-
tion from the officials of the Co-operative Department in 
the enforcing of recoveries. In reviewing the Report of 
the Revenue Department for 1930-31, the Government 
considered that .. there is need for the officers of both the 
Revenue and Co-operative Departments to bestow greater 
attention on the execution of these decrees with a view to 
secure appreciably bptter results." On the other hand, 
the Government reviews of the Reports of the Co-opera-
tive Department for successive years have continued to 
repeat the observation that" Deputy Commissiouers are 
requested to pay more attention (or," to arrange for 
prompt attention") to the disposal of pending executions." 

In our opinion better lesults can only be attained by Remedies. 

the exercise of adequate control over the work of the 
agency (ordinary and special) entrusted with execution 
work, and by close co-operation between that agency and 
the committees of the Societies which hold the decrees 
for execution. 

Meanwhile the complaint is nearly universal that 
there is considerable delay and trouble in getting decrees 
executed through the Revenue Department, and that the 
position of co-operative institutions is being adversely 
affected by the in&bility to reslize their outstanding&. 
A few witnesses have suggested that the Co-operative 
Dep&rtment may be placed in a position to execute its 
own decisions in the same way thali the Civil Courts are. 
The enactment of the additional provision we have already 
recommended (on the lines of section 57-A of the Madras 
Act) will allow of the Registrar enforcing recoveries him
self in suitable cases; but a wholesale transfer of lihe work 
to the Co-operative Department does not seem neceSS8oIJ" 
or practicable at the present stage, in view of the large 
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addition to staff and heavy charges of execution that would 
be entailed. Nor is the other alternative, favoured by 
some, of the genera.l transfer of execution work to the 
Civil Courts, likely to result in greater expedition or in 
the reduction of cost to parties. 

The balance of opinion inclines to the view that 
execution may ordinarily remain with the Revenue 
Department, but that the bigher Revenue officers should 
interest themselves much more closely a.nd actively in the 
progress and speeding up of the work. It can hardly be 
doubted, for one thing, that if the work of the subordinate 
staff were supervised more closely by the Taluk Amildars 
concerned, some material improvement could be looked 
for. In the case of the Shekdars employed on execution 
duty, specially good work should attract favourable notice 
and to count, when there is opportunity, as a qualification 
for promotion; and, on the other hand, bad work ought to 
be suitably noticed. 

At the same time, the quantity of execution work of 
all kinds that has to be done seems to justify the immedi
ate employment of a special staff of Hevellue Inspectors 
solely for -such work in some, if not all, of the Districts. 
One special Inspector may be entertained for one or lliore 
Taluks according to the quantity of the worl,. It may be 
eventually necessary to have a specialized agency for each 
District solely concerned with the recovery of Societies' 
dues and wholly paid ont of the fees levied, and to place 
it under tho charge of a special offioer of the grade of an 
Amildar. The tinle may then be opportune for recon
sidering the question whether the entire staff may not be 
attached once for all to the Co-operative Depa.rtment. 

Special sales officers have been appointed in Madras . 
to expedite the execution of decrees. A similar policy ha.s 
been adopted in Bombay; a.nd recently the Local Govern
ment sanctioned a soheme for the appointment of Specia.l 
Recovery Offioers in order to· expedite the recovery of 
Societies' dues in Districts where arrears had unduly 
accumulated, the cost being met by the levy of a percent
age charge on each Society acoording to the dues reeovered. 
The Report of the Bombay Co-operative Department for 
1933-34 hears empha.tio testimony to the efficacy of this 
llleasure in !.I6curing prompt and satisfactory exeoution 
not only in cases of wilful defa.ult where coercive measures 
had to be taken, but in other cnses as well by the 
removal of the impression that membera could default 
with impunity, and by It resulting improvement in tone. 
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A similar scheme may well be tried in Mysore, the 
staff bE.'ing at first 011 a temporary basis; if it be found to 
be self-supporting, as well as permanently useful and 
effective for its main purpose, the question of its further 
conti~uance may be considered in the light of such 
experience. 

Passing on to matters of procedure, it may be observed TraDam_ 

that much avoidable time is now taken up in the trans- of de.,..... . 

mission of co-operative decrees through the regular 
channels to the Revenue Inspector. There is no reason 
why a decision should not be sent diIect from the Co-
operative Department to the Amildar of I,he Taluk where 
it is to be executed. 

It is desirable in our opinion that the Secretary of C<>Dlaet 

the Society concerned should take the initiative in applying l:r.':;-Dand 

to the All1ildaf foe execution with all necessary particulars !::.v:.:;.-:
as regards the defaulter and his assets. It is important 
that Societies should have adequate contact with the 
proceedings in execution, and that they should invariably 
be consulted before action affecting their interests is 
taken, such as the grant of time to the debtor or the 
cancellation of a sale. The special Revenue Inspectors 
are expected to give due intimation to Societies before 
taking action. '1 he Secretary of the Society should also 
keep in touch with the Revenue Inspector during the 
course of execution proceedings. 

The processes for reoovery of arrears of land revenue Pro .... ,. for 

are laid down in section 1<>6 of the Land Revenue Code, =~ of 

clauses (a) to (f). 
The movable property of the defaulter (which can 

alone be" attached," i.e., by distraint) can be handed 
over to the Society under section 43-C (2) of the Co
operative Sol'ieties' RegUlation if there are no bidders at 
an auction sale. 

Imlllovable property cannot be attached for the_ 
reoovery of Sooieties' dues as arrears of land revenue, and 
consequently it cannot be handed OVE:r to the ~ociety 
under the above seotion for want of bidders. It will 
therefore be necessary for the Society itself to offer a.n 
adequate bid, if the auction Bale proves abortive for want 
of bidders and the Society wants to take possession of the 
lands. The Sooiety by this means would acquire the 
right, title and interest of the defaulter in the lands, and 
it can then find out a suitable purchaser or take steps to 
lease out the lands. 
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A really serious difficulty in connection with sales of 
immovable property in execntion lies in the fact that the 
purchaser is unable to obtain possession in any case in 
which some one resists or obstructs the delivery of posses
sion. Where the obstructor is a third person appearing 
to have a bona fide claim of right, it is intelligible that 
the purchaser should be referred to a Civil Court for 
his remedy. Bl1t where the resistance or obstruction 
proceeds, as it does in the generality of cases, from the 
defaulter himself or from some one claiming under or 
set up by him, it seems anomalous that the Revenue 
authorities should be unable to give effect to a sale 
regularly held by them in the only way in which it can be 
effectuated, through delivery of possession. The Land 
Revenue Code was amended in 1928 by the addition of a. 
new section 187-A, enabling the purchaser to make an 
applica.tion to the Civil Court complaining of the resistance 
or obstruction, whereupon that Court would proceed to 
investigate the matter as if the property was purcha.sed 
by the applicant at a sale held by it. This, however, has 
not improved matters, and does not meet the real difficulty, 
namely, that the purchaser (often the creditor Society) is 
!1riven to apply to the Oivil Uourt for redress even in cases 
where the Revenue authorities are in a position to satisfy 
themselves that the person in actual enjoyment of the 
property is the judgment debtor. The fact that the 
purchaser has to file a suit in the Civil Court to obtain 
possession deters people from coming forward and bidding 
for property put up to sale. The only final and satisfactory 
solution of the difficulty is to pla.ce the purchaser of pro
perty at a sale in execution of a oo-operative decree on 
the same level, as to obtaining possession, as a purchaser 
of an occupancy or alienated holding under a sale for land 
revenue arrears. It will of course be open to any person 
claiming in good faith to be in possession of the property 
on his own a.ocount or on aooount of some person other 
than the judgment debtor to seek redress from the Civil 
Courts. An alteration of the law on the above lines is 
very necessary, and WBY be effeoted at an early date. 
. In connection with the purcha.se of immovable pro
perty in execution, Societies have to bear in mind that the 
management of lands purchased must, for obvious rell-sons, 
be difficult. Co-operative institutions do not as a. rule 
have sufficient or suitable staff to manage them profitably. 
It will be difficult for them to lease out all the lands or, 
if leased, to colleot the whole of the rents or share of 
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produce due to them. And they cannot also afford to 
have their funds locked up in this way. The purchase of 
lands should only be made sparingly and as a last resort. 
Where, owing to combination or other reason, proper bids 
cannot be had, Societies may ha.ve to make their own 
bids; but they should not be compelled to offer more than 
wbat they themselves consider reasonable. 

Sub·section (4) of section .IS-A empowers the Registrar ~~:m~' 
to direct a conditionai attachment of property prior to r _"ou. 

decision. Such 80 power may advantageously be extended 
to cases of apprehended alienations by defaulters in the 
interval between the passing of the decision and the actual 
initiation of execution proceedings. Alienations of this 
kind nre said to be very common, and are facilitated by 
the fact that the Mysore Land Revenue Code does not 
provide for the attachment of immovable property hefore 
saJe. . The result is that, if for any reason an appli-
cation for anle is not granted, the defaulter gets the 
opportunity (of which he is not slow to avail himself) of 
disposing .of the property before fresh steps for sale are 
taken. 

In this connection we think that it is necessary that 
. the Land Revl'nue Code Rhould be amended so as to 
provide for the attachment of immovable property sought 
to be proceeded against for the realization of Societies' 
dues. 

It has been represented that when a; judgment-debtor Voluntary 
voluntarily deposits the decreed amount subsequent to the payments. 
initiation of execution proceedings, he should not be 
required to pay the usual percentage contribution towards 
costs. Some relief may be· appropriately given in cases 
where execution has not actually been set on foot and no 
cost has therefore been incurred. 

The execution of co-operative decrees against persons A.laoh'!'eD' 
employed in public offices and. under Local Bodies is 01 saIar .... 

governed by the following rule: 
.. Where the decision or award involves the pay

ment of money and the person or persons against whom 
the decision or award is made are employed in the per
manent or temporary service of the Government of His 
Highness the Maharaja of Mysore, or of any local authority 
within the Mysore State, the Registrar may send the 
decision or award to the Head of the Office or Department 
{>r locaJ authority in which the person or persons are 
employed for enforcement, and such officer shall execute 
it &.'1 if it were a decree of a Civil Court." 
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A Government Order of 10th March 1926 issued 
strict injunutions in the matter, which it will be useful to 
reproduce; 

U It has come ho the notice of Government that some of the 
heads of offices 00 whom decrees pa.ssed by the Registrar of Co-opera.
tive Societies .. nd his Assistants .. re sent for execution &gainst per.oDS 
employed in their offices, keep the decrees hy unexecuted for .. long 
time, and then return them to the Registrar, with some such remark 
as that the officials bave heen transferred or retired. This is very 
nnsa.tisfactory. Government direct that all heads of offices and other 
officers, to whom such decrees are sent for execution, should enforce 
the decrees from the commencement of the month following tbat in 
which decrees are received in the office. In the event of the transfer 
of the judgment-debtor to another office, the head of the office should 
transmit the decree 00 the head of the new office along with the per· 
son's last pa.y certiticate and should also intimate the fact to the officer 
issuing the decree. Any d..J. .. y or negligence in this respect will be 
seriously noticed by Government." 

It cannot be ~a.id that the position is altogether satis
factory even now. We have received representations tha.t 
the heads of offices occasionally return a warrant with no 
other endorsement than that the pay of the official is already 
under attachment. This is not a proper disposal of the 
matter. In our opinion where there are more decrees 
than one requiring execution aga.inst the same person, the 
head of the office concerned must be required to make 
rateable distribution of the permissible amount among all 
the decrees. 

A.part from cases where decrees have been obta.ined, 
heads of offices may well co-operate in making periodical 
recoveries from the salaries of employees who have agreed 
in writing to this mode of discharging loans contracted 
from Societies. In sucb cases the deductions should be 
continued-in the absence of proper cause-until intima
tion of full discharge is reoeived from the Sooiety. 

6. Prosecutions and Suits. 

In order to protect office-bearers of Societies from 
unnecessary hara.ssment a.t the hands of defaulters against 
whom stringent action becomes necessary, it seems 
necessary to give the Registrar an opportunity to examine 
all cases of alleged misconduct on the part of members of 
managing committees, before criminal prosecutions are 
launched. 

Similarly, in cases of ,civil liability, not falling within 
the definition of a dispute; it must be made obligatory to 
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serve a notice on the Registrar at least two months before 
filing a. suit aga.inst a. Society or its managing committee, 
80 as to give the Registrar sufficient opportunity to look 
into the matter a.nd save the Society from unnecessary 
litigation. 



CHAPTER XI. 

GUIDANOE AND CONTROL. 

1. Ultimate Goal. 

It was declared by the Government of India in a 
Resolution of 1914 that the Co-operative movement must 
in its essence be a popula.r one, that nothing should be 
done to weaken the feeling among· cO-Opel"<Ltors that it is 
based upon self-reliance and independence, and that 
therefore the Government, in the best interests of the 
movement, must not allow Co-operation to become an 
official concern managed by State establishments. 

The goal which Government has before it is the 
development of a genuinely co-operative organization, 
self-contained, self-governing as regards its internal affairs, 
and independent of money contributed by tbe general 
tax-payer. That a certain measure of external supervi
sion and control is considered indispensable in order to 
ensure the safety of the organization and its steady progress 
on well-considered lines, does not detract from, but rather 
should help in the attainment of, the ultimate aim of co
operative control. 

But while the ideal is, for the Government, subject 
to ihe due discharge of its statutory responsibilities, to 
permit control to devolve on non-officials, the time for 
putting it completely into practice has not yet come. 
On the contrary, the fact that the movement is now 
passing throngh a critica.l stage, and that the condition 
of too many institutions is far from satisfactory, is a 
reason, not for abandoning the goal, but for hastening 
slowly and circumspectly towards it. 

The province of Government a.nd the province of co
operative agencies must be clearly envisaged. Thus, to 
mention only broad divisions, education, externa.l super-

. vision and inspection, a.nd control of audit, fall properly 
within the former, while the internal working of in~titu
tions, and their normal credit and business activities, {all 
as definitely within the la.tter. There are a. few matters 
which touch both these spheres, such a-s propaganda, new 
developments, provincial finaune, and rural nplift; c0-
ordination and supplementation of resources are here 
obviously indicated. 

188 
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Subject to these considerations, the aim for the 
moment should be as far as possible to popularise the 
movement as a whole, and to promote a sense of responsi
bility among the members of Societies. Official control 
should be slackened wherever possible, consistently with 
the parnmount considerntion that, .. if the members of 
primary Societies are ever to succeed in a democratic 
movement the most important object of which is to teach 
small people the value of thrift and self-help, Govern
ment cannot, at this stage, withdraw from them its guid
ing and helping hand." The fact, therefore, that official 
participation is still to some extent necessary ought not 
to warrant the suggestion that it is intended to ollicialize 
the movemenL. 

2. Part of 1W1/,-()fficials in the Movement. 

The Co-operative movement, though fostered and 
guided by a Department of Government, is essentially 
non-official in its nature. Its success is to be judged not 
merely by the number of Societies or the amount of work
ing capital, but also by the extent to which there is 
volnntary activity on the part of non-officials in the -
direction of expanding and organizing the movement on 
true co-operative principlE's for the benefit of the masses. 

Meanwhile, free and generous testimony has been 
paid to the important part played by non-official workers. 
in the management of SocieLies, in propaganda, and to a 
certain extent in the work of snpervision. Such unselfish 
service is indeed indispensable, and it is on its continu
a.nce in increasing measure tbat future progress largel1 
depends. . 

The Mysore State, in common with every other- part 
of India, owes a great deht to the numerous honorsry 
chairmen, directors and secretaries who are devoting so 
much time and labour to the Co-operative movement. 
Their work has in many ca.ses been very onerous; but 
without it the movement must have been still-born, and 
honorary workers have every reason to congra.tulate them
selves on the great value and success of their labours. 

This is not to Bay that the number of competent, • 
serviceable and public-spirited workers in the iield is at 
all commensurate with the magnitUde of the work to be 
done. The Mysore Co-operativeCommittt>eofl923consi
dered that it should be possible to get from the class of 
retired officers, lawyers, missionaries and merchants a band 

- , 
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of honorary workers, if sufficient inducements were offered 
to them" in the form of suitable travelling allowances, 
recognition of special worth by means of certificatefl, 
titles, and other marks of appl'eci'ltion and distinction." 
Both the Government and the Department 110 doubt 
fully realize the importance of enlisting in increasing 
measure the sympathy and active support of the educated 
classes for the development of co-operation. The 
difficulty, however, has been in obtaining an adequate 
response. 

3. Honorary Agents. 

Much of the preliminary work of teaching and orga
nizinJ Societies used to be done in Mysore by HonorMY 
Organizers, who were paid a moderate travelling allowance. 
The work, however, was not systeuiatica;lly done, nor wa.s 
it vflry appreciable in results; and the scheme, after being 
in operation for about seven years, was ordered to be 
temporarily suspended as a measure of economy in 1932. 
It seems desirable to revive the scheme of Honorary Orga.
nizers on impwved lines as soon as financial conditions 
will permit, utilizing the services of competent persons in 
such directions as visiting Societies, making people 
acquainted with the benefits of co-operation, teaching and 
supervising after a Society has heen registered, squaring 
up differences among members, acting as Arbitrators, 
investigating loan applications in special cases, liquidation 
(If Societies, and so on. The experience of other parts of 
India (snch as Bombay and Travancore) shows that, with 
proper selection and encouragement, Honorary Organizers 
~e capable of rendering much useful and even valuable 
assistance. . 

Tbe system of Honorary Supervisors is being tried; 
but the results have not heen appreciable, and the number 
of places has been gradually reduced from 16 in 1931-32 
to 7 in the past official year. Having regard to the type 
of persons usually available in the outlying Taluks, it 
oannot be said that the experiment bas much chauce of 
suocess. 

There has been some difficulty in obtaining the 
• services of non-offioials in oonnection with liquidation and 

arbitration, and their work is often attended witb un
necessary delR.Y. 

It is hoped tbat for tbe even more responsible work 
of assisting in tbe regular disposal of cases ail Honorary 
Assistant Registrars,-should such a scheme beadopted,-
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it will be possible to eolist the services of at least one or 
two gentlemen in elWh District and each hea.dquarter City 
pos.'<esscd of the necessa.ry gualifica.tions and experience. 

4. Provincial CQ-operative Institute. 

Though tbere is ample and ever increasing scope for 
non-official participation in the important spheres of 
propaganda and supervision, tbere is still a regret~ble 
lack of qualified persons to take up the work. Tht>re IS at 
present no a.deguate organized elIort to enlis. and train 
workers, and to send them out to places where their 
St'rvices cau be utilized_ 

In most Provinces in India there is a centralized 
organization, of a non-oflicial character, for carrying out 
in a systematic way such objects of general utility and 
importance as tbe following: propagating 1\ knowle~ge of 
the principles and a.d vantages of co-operation; spreading 
tbe co-operati ve spirit among the people; organizing 
special types of Societies; promoting business t>fficiency 
among the mt>mbers and united a.ctivity for the 
common good; helping and advising in the work of local 
supervision; ascertaining and reflt>cting the trend of pro
vincial opinion; and, generally, undertaking all sucb public 
activitit>s as mlly teud to furtber tbe cause of co-operation. 

This organization, designated as "the Provincial 
Co-operative Institute," avoids interference with the 
finance of the movement. Its membership is opt>n to 
Societies of all typefl, non-credit as well as credit. 
Usually a limit of working capital is fixed. In the 
Ma.dras Presidency, Central Banks, District FederatIOns, 
Supervising Unions, and primary non-agricultural Socie
ties with a working capital of not less tban Rs. 20,000, 
are a.dmit~ed. Individuals are excluded; but peroons of 
knowledge and distinction in tbe field of co-operation may 
be invited to be honor .. ry members, and may take part in 
the proceedings but may not vote. The objects of the 
Institute are sought to be achieved in various ways, and 
mainly by the publication of monthly bulletins and of 
pamphlets and leaflets. tbe summoning of an annual 
Provincial ConfeIence, propagandist tonrs by paid and 
hcnorary lecturerd, and tbe institution of training classes 
for supervisors and honolary workprs. Tbe income of the 
Institute is dE'nved frum subscriptions from tbe affiliated 
bodies and from tbe sale proceeds of the bulletins. 

The Provin..,ial C:>·opemtive Institutes in Ma.draa and 
Bombay seem to be doing nseful work, particularly in the 
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direction of propaganda., <organization of new Societies, 
and rural reconstruction. But the paucity of paid workers 
and the insufficiency of funds (owing to the withholding 
of snbscriptions by Societies) are said to hamper the work 
in the latter. Presidency. 

In Mysore a Co-operative Propagandist Institute was 
organized in 1924 on the lines of the Madras and Bombay 
institutions, for carrying on propaganda. work among the 
ma.sses by means of pamphlets, journals, lectures, elc. 
Its work in tbis direction has not been appreciable; and 
its main function has been the convening oi an annual 
Provincial Conference at Mysore during the Dasara, 
attended by a large gathering of delegates and visitors, at 
which various topics are discussed and resolutions passed. 
It receives a subvention of Es. 500 from Gl}vernment, and 
publishes a journal at irregular intervals. It is hoped 
that the Mysore Co-operative Institute (which has since 
dropped the word "Propagandist" from its design\l,tion) 
may be reconstituted on a. more satisfactory basis, with 
well-defined objects which will be carried out continuously 
through the year, and with & sufficiency of funds made up 
partly by an enhanced Government /(rant, but mainly hy 
contributions from Societies in the ~State according to 
their working capital or net:profits or other recognized 
basis of computation. The management must be vested 
in a Board representing all the main types of co-operative 
activities and interests in the State and including a few 
members (not necessarily officials) nominated by Govern
ment and connected with important branches of business 
or indnstry. AB the Institute so reconstituted grows in 
strength and usefulness, it will be possible to devol ve on. 
it; larger functions of propaganda and general supervision, 
as already indicated in Chapter IX. 

5. Periodical Conferences. 

In addition to the Provincial Co-operative Conference 
at the Capital, District and Taluk Conferences may also 
with advantage be held occasionally. There is much 
practical value in such conferences provided they do not 
become mere routine, and particularly if officers of the 
Agricultura.l and other connected Departwents also a.ttend 
and take part. 

A part from this, it is very desirable that the .Registrar 
should at least once a year arrange for lL periodical 
conference, attended by selected officials of the Depart-
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ment and by non-officia.ls interested in the working of 
co-operative bodies, for the discussion of important matters 
connected with the movement. Such conferences will, 
. as pointed out by the Townsend Committee, serve the 
twofold purpose of disseminating correct idea.s upon co
operative affairs among officia.ls and non-officials, and also 
of keeping the Registrar in touch with non-official opinion 
upon ('O-operative problems of the moment. . 

Urban institutions have problems of their own which 
do not concern the generality of rural Societies; and if 
they wish to hold speoial conferences, (either separately . 
or as sections of the Provincial Conference), to consider 
these, they should be encouraged and helped to do so. A 
similar remark may be made with regard to House-building, 
Stores, . and other special types of Sooieties, when they 
wish to take counsel together. 

6. Official OO'ntrol. 

The guidance and control of the Movement is now JiPuUctiOD8 of 

exercised for the most part through the Co-operative g=:.v:: 
Department, which, by mt'ans of frequent audit, siIpervi
sion, and inspection, is expected to maintain the purity 
and soundness of these institutions. 

Every effort is expected to be made by the Co-opera.
tive Department to build up a highly educated and well 
trained official staff. But the provision of such a staff 
should not, of course, weaken the position of the honorary 
worker. Both official and honorary workers should be 
encouraged to study co-operative developments in other 
parts of the country. 

The prime duty of the official staff at the initial stages 
is to continue the teaching and instruction of members 
until they are able to dispense with it. Their aim should 
be to turn out Societies which shall be a model in all 
respects. In this part of their functions, they must rely, 
not on executive powers which are confined practically to 
calling for books and accounts, but on powers of teaching, 
explanation a.nd persua.sion, in order to produce ta.ngible 
results. 

The work or a Registrar in India is highly responsible, Po~ ana 
a.s well as serious and exacting, as ma.y be seen from the ==. 
following quota.tion from the Maclagan Committee's 
Report:-

" U oder the Act it is the du~ of the Registrar to receive 
.... d enquire into .. pplications for registration; to register the by
laws of Societies and amendments to them; to audit the acOOQnts 

13 



Superior 
Controlling 
Stall: 
The Regis
trar. 

194 . OllAPTER XI 

or cause them to be audited; to make a vaJuation of the assets and 
liabilities of Societies, and prepa.re a list of overdue loans; to see that 
the Act, rules and by·laws a.re observed; to make speciaJ inspections 
when ca.lled upon to do so ; to dissolve or cancaJ Societies, a.nd to carry 
out their liquidation . 

.. In order to fulfil his duties he must be continually sliudying 
co-ope ... tive litere.liurEl, wbich is now most extensive; he must make 
himself acquainted with economic conditions and practices both 
tbroughout India and in bis own province; be must know tbe principles 
and methods of joint stock banking; and mnst examine tbe systems 
of devaJoping tbrift and inculcating Co-operation which bave been tried 
in other countries. 

" He is also head of a teaching establishment, and IllU&t devise 
effeotive means for impressing a rea.! knowledge of Co-operation on tbe 
bulk of the population. He has further to control a large staff, to 
draft modaJ by-laws a.nd rnles, to collect statistics and write reports, to 
advise Government on various snbjects, aud to keep in close touch 
with the higber finance of tbe movement as mane.ged by Provincial 
Banks and CentraJ Banks . 

. .. In addition to this, he must attond conferences, co-operative 
and agricnltural, must keep in consta.nt touch with markets, with 
honorary organizers and other well-wishers and various Departments 
of Government, and must undertake a cert .. in .. mount of writing and 
reading for tbe ollieiaJ press and for co-operative journaJs • 

.. As Mr. Wolff has put it to us, the Registrars sbould not be 
set down as olliciaJs, but o.s guides, philosophers, and friends to the 
Societies. appointed and p .. id by the State." 

In order that the duty of the State to provide 
adequate and efficient supervision may be properly dis
charged, the officer entrusted with this responsibility on 
behalf of the State must also be clothed with suitable 
authority. A most important part of the Registrar's 

.duties consists, shortly, in due care before the formation 
of Societies, and in full and proper supervision after they 
are formed and in working. 

The Registrar should control the supply of outside 
loans and keep a. wa.tch over the large sums deposited by 
the public. The maximum borrowings of all classes of 
Sooieties and the adoption of the ruling rate of interest 
should be under his general control. . 

The Registrar must remain responsible for the 
control of audit until the organization is strong enough to 
arrange for an independent audit system which will 
command general oonfidence. 

The Registrar should have power to revise an award 
or order of an Arbitrator, in order to rectify obvious errors 
resulting in injustice or hardship. 

The duties of Registrar require special knowledge and 
aptitude. It is essential that an officer selected for the 
post should first have undergone special training and have 
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sbown by experience his fitness for tbe work. A man 
should in these times have gained considerable experience 
of co-operative work before he attempts to guide and 
control a movement wbich has developed into an advanced 
organization. 

The Registrar should he, as he already is, a whole
time officer, and of the status of a Deputy Commissioner. 

~'he Registrar should be allowed to vi~it other Pro
vinces to study other systems. 1'he Royal Agricultural 
Commission considered that deputation to Europe to 
study the Co-operative movement there is desirable both 
for Registrars and for officers under training to succeed 
them. 

With regard to the superior controlling staff below ~.~nty and 

the Hegistrar, it ia no less necessary that the members ll.::;'='. 
should be well versed in co-operative literature relating 
to other countries, and should, if possible, have gained 
some personal experience of the subject in Europe. -

There should be an officer under training to succeed 
the Registrar. 

The powers of the Deputy and Assistant Registrars 
under tbe Regulation have been defined in a Government 
Notification of 5th October 19;:;4. They include the 
power, among otber things, to register Societies, to 
approve of by-laws, to audit or cause to be audited the 
acoounts of Societies, to hold enquiries, to inspect the 
books of Sooieties, to settle disputes the subject matter of 
which does not exceed Rs. 2,500 or refer them for disposal 
to arbitration, or to refer parties to the Civil Court, to 
withdraw disputes from Arbitrators and to dispose of 
appeals from the awards of Arbitrators, to send decisions 
for execution to the Revenue Department, to convene 
speoial meetings, to call for information, and to sanction 
payments of dividends in unlimited liability Societies. 

Much of the time of these officers is now taken up 
with the work of audit and inspeotion and the settlement 
of disputes. They are also over-burdened with routine, 
and so unable to give suffioient individual attention and 
ad vioe to rural primary Societies. 

Having regard to the heavy and growing work of the 
Registrar's office, it is desirable to depute an Assistant 
Registrar exclusively to help the Registrar in that work. 
This will leave the Registrar more free for funotions of 
general administration and development. In view of the 
need for inoreased attention to the development of 'new 
forms of co-operative activity, it will also be desirable to 
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ha.ve a.' separate branch of the Department under the Deputy 
Registrar to deal with the agricultural, industrial and 
other non-credit sides of Co· operation, which have not 
been sufficiently developed, as well as the Land Mortgage 
scheme. The methods of organization and management 
in these respects are different from those applicable in the 
,case of the ordinary credit Societies, ,and expert advice 
will also be occasionally required. 

It will not be possible for the remaining officers to 
look after the District work satisfactorily. On the view 
that ahout 300 Societies form an adequate charge for a 
Division!!.l Officer, it will be necessary to increase the 
number of Assistant Registrars by two. Each officer should 
be able to visit all the tiocieties in his charge at least once 
within a period of two years. This slight increase in the 
number of officers, together with a redistribution of 
duties as suggested, is expected to make for an appreciable 
improvement in the quality and onttum of work. 

The grades of pay of the Assistant Registrars and 
the Deputy Registrar seem to be personal to the present 
incumbents. For the future there may ordinarily he two 
grades of Assistant Registrars, one on Rs. 150-25/2-250, 
(the same as that for Amildars), and another on 25(}-40/2--
450 (as for Assistant Commissioners) promotion to 
which should be hy.special selection only. Thol Deputy 
Registrar will usually be an officer of experience and 
ability, duly qualified to take the place of the Registrar 
during temporary or permanent vacancies. As snch he 
may well be given the same grade as a Senior Assistant 
Commissioner, namely, Rs.50(}-SOj2-600. 

Of the men now employed as Inspectors more- than 
one·half are said to he not duly qualified for the work. 
Men who are markedly inefficiont or have no aptitude for 
co-operative work should be weeded out by retirement or 
by transfer to othrr duties. Recruitment should hereafter 
be confined to graduates, preferably those who have taken 
up Economics as their subject, and have had training in 
book-keeping and auditing. Selected candidates must 
undergo training in Co·operative Law, Finance and Prac
tice. U nti! it is fonnd possible to establish a Central,. ' 
Training School in Bangalore, the men recruited may 
avail themselves of the facilities given in the institutions 
9.lready existing in Madras and elsewhere. Onoe selection 
has been made, the staff should be kept at a high level of 
efficiency. through tra~ning, regular rd~sh~r courses, a~d 
suitable and diversified work. InspectIOn lDcludes audIt; 
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and so every Inspector should be able to do audit work 
as part of bis duties. •. 

. Inspectors are now required to visit each Sooiety 
once every quarter. This is very necessary; hut with the 
large number of Societies in ea<ch circle, sometimes as 
many as 60 or 70, it will not be possible for tbemto do so 
even once in six months. About 35 to 40 Societies is the 
largest number a single Inspector. can efficiently attend 
to. On this basis, it will be necessary to increase the 
number of Circle Inspectors from 42 to about 55. 

It will be desirable to have, in addition, one Inspector 
for each Assistant Registrar's charge who will be concerned 
mainly with liquidation, statutory enquiries, and other 
special duties entrusted to him. 

Inspectors may be in two grades, one on Rs. 40 rising 
by annual inorements of Ra. 5 to Rs. 75; and another rising 
from Rs. 80 to Rs. 125 by annual increments of Rs. 5. 
The number of men in each grade should be so fixed as to 
111Iow of a fairly free flow of promotion. Competent 
Inspeotors may occasionally be sent out as Amildars; those 
who have had this added experience are likely to do well 
later on as Assistant Registrars. 

The stamp of IDen at present employed as Supervisors 
is unsatisfactory. Selections should be made from men 
who bave passed a qualifying examination. There should 

. be soope ~or the appointment of exceptional men among 
Supervisors as Inspectors. 

'fhe annual expenditure on the Co-operatiye Depa.rt_ 
!!lent (exoluding loans by Government for special purposes) 
was for 1934-35 as shown below :-

Government expenditure 
Non-Official expenditure 

.. ~. 1'8 Ia.kbs. 
1'961akhs •. 

The proportion of Government expenditure to total 
working capital has been stea.dily decreasing; and that of 
non-official expenditure is as steadily increasing. 

The Government expenditure was Re. 0-14-3 per 
member in Mysore, as compared with Re.I-3·3 in Madras, 
and Re. 0-4-6 in Travanoore duriQg 1933-34 . 

. ' ,. 

'I. Relations witll other Departments alld 
~" Non-official Opinion. 

Expenditure. 
of lJepari. 
menl." 

There are, no doubt, lllanifel!lt advl!.Iltages in the <Jo.ordina~ ... 
co-ordination under one whole-time Development Com- =::. ... 110. 

lDissioner of the heads of tbe Departments of Co-operation, 
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Agriculture, and Industries, as was recommended by the 
Ma.elagan Committee. This has, however, not been found 
practicable anyw here owing to the variety 'and magnitude 
of the tasks to be co-ordinated as well as to other reasons. 
The present -policy of Local Administrations is, without 
any such formal co-ordination, to require the closest 
possible co-operatiou between the three Departments. 
Such co-operation is absolutely essential if the full benefits 
of the activities of these Departments are to be available 
to the people at large. This will be greatly facilitated by 
the formation of a Committee consisting of the heads of 
the Departments mentioned and presided over by a 
Member of Council. Such an arrangement was at one 
time in existence, but was afterwards given up. Mutual 
consultation and combined a.etion will be particulacly 
valua.ble in such matters as the improvement of marketing 
facilities, the opening out of trade centres, the supply of 
seeds, implements and ma.nure of good quality and at 
reasonable prices, the elaboration of a system of advances 
against crops, the opening of dairies in suitable localities, 
the development of cott.age industries, and so on. 

At the same time, substantial progress in non-credit 
. forms of Co-operation can only he secured if expert advice 
is liberally given, whether directly by the technical 
Department concerned, or through the loan of tecbnical 
officers to tbe Co-operative Department, accordiI!g to tbe . 
particular form of co-operative activity to be fostered and 
the stage of development attained. 

As regards the relation of Government officers engaged 
in District administration to the co-operative movement, 
the position has been clearly laid down in the following 
observations of the Government of Mysore, which accord 
with t.he opinions of the Maclaga.n and Sa,maldas 
Committees: 

" Government desire that all District Officers should 
help the movement and should give the Societies in ~beir 
jurisdiction their active support and sympathy. It IS no 
part of their duty to interfere in the internal administra.
tion of Societies. They should recognize tbat the Societies 
constitute a new factor in District administration, keep in 
close touch with Societies, and help them with useful 
advice a.nd suggestions. The officers should preside at 
conferenoes whenevE"r possible, attend general meetings, 
and help in eecuring honorary workers. 'fhe officers of the 
Co-opera.tive Department should also keep themselves in 
close touch with the officers of the Revenue Department." 
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It is gratifying to note that the attitude of the heads 
of Districts in the matter has been, as a rule, quite sym
pathetio and helpful. We oonsider that the active support 
and sympathy of local revenue offioers will be more largely 
seoured by their being given a place on the local associa
tions or branches of the Provinoial Co-operative Institute 
the formation of whioh we have recommended. 

Referenoe was maae, when speaking of periodioal N~D:"tlIoia1 
conferenoes, to the importanoe of Departmental offioers optnwn. 

keeping in touch with non-official opinion upon co-opera-
. tive questions. We wholly endorse the view of the 
Townsend Committee that no important change of polioy 
should be embarked upon without consultation with 
responsible non-offioial opinion. As one means of making 
such opinion alwa.ys available when required,we would 
support a Buggestion made from several quarters for the 
formation of an Advillory COlLmittee, at first wholly nomi
nated, consisting of representatives of difi'erent types of 
oo-operati ve activity, of ba.nking and commercial business, 
and of law. Such a Committee should be of special help 
in connection with the framing and alteration of rules, 
by-laws. and forms of accounts. 

We may. at this point, commend for the favourable IDo ..... a 
condiderat;ion of Government a proposal which has l·eceived ti~:",·ta
much support, that representation should be given to the 
oo-operative movement on the Legislative Council and 
increased representation on the Representative Assembly. 
Many of the members of these bodies are no doubt staunch 
co-operators, e,en though not returned from a co-operative 
constituency as such; but in view of the stage of develop-
ment reached by the movement and its future possibilities 
as well as its preseut needs, the demand for some special 
representation is Dot unreasonable. 

8. Participatirm by Government Servants. 

Membel·ship of all Societies is open to Government 
servants. The restriction suggested by the Maclagan 
Committee that they should only he permitted to borrow 
from Societies intended solely for Government servants 
does not at present obtain in Mysore; but it may be 
necessary to reconsider the situation for reasons which 
have been giv\4in elsewhere (vide Chapter II). The taking 
of shares and. the making of deposits by officials is 
unrestricted, both as regards prilnary Banks and as 
regards Centra.l institutions. In thll circumstances it 

\\ 
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would seem that there cannot be much objection on 
principle to their taking part in the management of these, 
Societies both in their own interestd as individual members 
and in the interests of the Societies all a "whole, provided 
always that their participation does not interfere (as in 
the generality of cases it ought not to interfere) with the 
proper performance of their official duties. 

As a matter of fact, Government servants were being 
allowed to sit on the managing committees of all Societies, 
except that, in the case of the Central institutions, tbey 
had to obtain the previous sanction of Government, which 
was granted in most cases. 

The rule on this point was however altered in 
February 1934 so as to mILke it incumbent on all Govern
ment officers and officia.ls to obtain the previous sanction 
of Government (through their Departmental heads) before 
even standing for election or re-election to Committees of 
Central and urban Societies.* Primary rural Societies and 
departmental Societies composed mainly of officials of 
Government are excluded from the operation of the new 
rule. Strong representations have been made to us from 
all parts of the Sta.te that the new rule has tended to 
deprive the management of urban Societies of the services 
of many capable and enthusiastic official workers, that 
Government officials are generally reluctant to obtain the 
previous permission whicb is a cendition of standing for 
election, and that, in view of the present unsatisfactory 
condition of the movement, the restriction may be 
removed, and the earlier rule reverted to. The representa.
tion is one that has our fullest support. Much of the 
success and development attained in the past must be 
attributed to the free and ungrudging service rendered out 
of office hours by many persons who have placed at the 
disposal of Societies the trained capacity for ministerial 
and administrative work acquired in the performance of 
official duties. The working of Societies oannot but 
improve if competent officials, oonversant with the norma.l 
prooesses of administration, audit, acoounts and financial 
procedure, are enabled to serve on· the oommittees of 
management, while it is equally certain that the impo
sition of what is regarded as a ban on their free 
participation will deprive Societies of a valuable element 
of effioienoy . 

.. G. O. No. ~187-8S 0.8.-6_-6, doled Il.~rd reb •• ,? 19:». 



CONCLUSION. 

CHAPTER XII. 

RESUME OF REcoMMENDATIONS. 

It will be cOIivenient to bring together in a succinct 
form the principal recommenda.tions which have been 
made in the course of the preceding Chapters, those as to 
which the Committee is not unanimous being marked with 
an a.sterisk. 

PART I.-Organization. 

CHAPTER ll. 

PBUIABY CREDIT SOCIETIES. 

1n>1lminAri.. The organization of societies should only hi' undertaken by 
• the Department or by some responsible non-official agency 
~egi.\r&lioa. 'authorized by the'Registrar. The formation of a society shonld 

lnstruotlon 
jOmembent 
md office_n. 

Duplication 
of aocietie8. 

lluUiple "" 
aembenhip. 

a.!ways hi' preceded by due enquiry 
Members should have explamed to them the main principles 

of co-operation and the practical working of eo-operative societies. 
Members 80S well' 80S office-bearers and tbe staff shonld receive 
adequate instruction as to various essential matters 

Memhl'rship in rura.! societies shonld be confined to the 
inhabitants of a single village if sufficiently large, or of one 
village and its hamlets, or of a. number of villages within a 
radius of about three miles in the Maidan or live miles in the 
Malnad 

As a mle, tbere should be only one bank or other specific 
type of society for tbe same compact ares. But where the area 
is too large to be adequately served by a single institution, 
sepa.rate societies may be permitted to be formed with different 
jurisdictions. Where there are more societies than one working 
in the same limited ares, either they should be amalgamated or 
the members shonld be suitably re-distributed ... 

Provisions as to division of societies, on the lines of section 
18 of the Madras Act, may be usefully introduced 

No member of a credit society with unlimited liability 
should be admitted into a second similar society until he has 
withdrawn from membership of the former; and no person 
should ~ a.!lowed to pledge his unlimited liability in more 
societies than one, With a vie"bto limit tbe present unrestricted 
freedom to borrow in credit socletio;s genera.!ly, a rule may be 
made that no person, being a member of a credit society, except 
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a. land mortgage bank or a centrlLl financing bank or a. house
building society, shall be a member of any other credit societv 
without the general or special sanction of the Registrar, and that 
where a. person has, become a. member of two auch credit 
societies, either or both of the societies shall be bound to remove 
him from membership upon a written requisition from the 
Registrar to that effect . .. . .. . .. 

nemovallrom It is desirable to have a definite rule providing that, when
membenbip, eve, it becomes necessary to take coercive steps against a 

member for default, he should normally be removed from 

Di"'lualitloa
tioD. of 
defaulters. 

Exclusion of 
political and 
religious 
activities. 

LI.hilily. 

Powenand 
Responsibili
ties of 
Committee., 

Period of 
office: 

membership unless he at once makes full payment 
A general rule may be made declaring that defaulters are 

ineligible to vote at meetings, and to serve on committees, with 
power to the Registrar to exempt rural Societies ... 

It should be incumbent on the committee to take immediate 
steps to remove a,member who ceases to be qualified under the 
rules or by-laws 

The Registrar should have ,power to rescind any resolution 
or action of a society or its committee or any of its officers, 
which may contravene the principle that the discussion or 
propagation of controversial opinions of a political or religious 
character are to be entirely excluded from the activities of the 
movement 

Unlimited liability is best adapted for small village societies 
which do not require much capital, and in vrhich membership is 
restricted to a small area. In non-agriculLural societies, liability 
should, as a general principle, be limited 

'In special cases, where members are prepared to ta.ke 
'adequate reserve liability on their shares, an agricultural credit 
society may be permitted to be formed on a limited liability 
hasis 

It is important that the committee of management should 
not be placed beyond the control of the general body. It is 
'necessary, on the one hand, to affirm and safeguard the position 
of the general body as the supreme authority in all matters 
affecting the administration of the society, and, on the other, to 
'see that adequate powers of executive mana.gement are delegated 
to the committee. 'rhe allocation of functions in the by-laws 
should be quite clear and definite in these respects 

The by-laws of societies shonld provide for the compulsory 
retirement by rotation of a certain proportion of committee 
members every year, and their replacement by new members. 
'An exception to this may be allowed in the 'case of societies 
where the needful facilities for change do not obtain 

Servl .. OIl No person should ordinarily be eligihle to serve simulta.
~~-:ltto... neeusly on the committees of more than one society of the 

same type withont the sanction of the Registrar. A central 
finanoing institution and a primary urban bank may be taken to 
be of different types for the pnrpose of this rule 
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Qoaliftoali... -It is inexpedient to lay down as a necessa.ry qualifica.tion for 
~-- f .hip of a seat on the committee the possession of a certain number 0 
Committees. the society's shares 
Remnuera- In a.1l a.gricultura.1 a.nd in the smaller non-agricultural 
~.,;rbear&'" societies. the Cha.irman and the members of the managing 

committee should serve without remuneration. In other 
institutionH where the work is complic&ted and heavy and 
requires moch time on the part of one or more members, a 
moderate bonorn.rium may be paid 

Bonn. to Some reasona.ble compensation by wa.y of bonus will usually 
Sec"\aIy. have to he paid to the Secretary. The present limit of 121 per 

cent of net profits, subject to a maximum of as. 250, is genera.lly 
recognized to be too low, and may be raised to 15 per cent with 
a muimom of Rs. SOO. Where no clerical assistance is given 

Paid ataff. 

Limilof 
membership 
in Urban 
Banks. 

to the Secretary, an additional 5 per cent may be allowed 
Every society which can afford the cost should have a full 

time paid staff. In every credit society with heavy transactions, 
there should be a.18O a traiDed and fully qualified Mana.ger 

·Where the membership of a.n urha.n bank exceeds a."general 
limit of 1,500 (or, with the special permission of the Registrar, 
2,000), furthor admissions must be stopped, the needs of new 
applic)l.nts being served by the form .. tion of a.n a.dditional ha.nk, 
a.nd the sphere of ope ..... tions of the two institutions defined so as 
to avoid overla.pping 

~.::.be! 01 There should ordinarily be only one bank for each urban urban....... area, with one or more branches in the outlying wards or 
suburbs. But in the larger towns a.nd cities, it would be 
pref .. ra.ble to have separa.te banks with jurisdiction over different 
parts or extensions so as to avoid needless competition and con
flict of interests 

~:!u11or8 in No person should be admitted to membership of any society 
aooi.ti... " if he has not fully discharged his obligations to other societies ... 
Onin lIana. The utility of Grain Banks-in view of va.rions difficulties 

connected with their working-is strictly limited 
There is no special need for sepa.ra.te credit societies for 

women as a class 
Where separst6 societies ma.y "dva.nta.geously be organised 

is in connedion with the encoura.gement of thrift, the carrymg 
on of simple home industries, the purchase and sale of articles 

, and the traiuing a.nd employing of women in su hsidiary occupa-
tions ......... . •• 

=~:.a1 'I'here are va.rious theoretical and practical objections to the 
{ormation of purely communal societies. But provided their 
activities are coufined to the promution of the economic interests 
of their own members and do not overflow into anti-social 
channels in rel .. tion to other communities, there is no reason to 
place an~' "",rtieula.r restrictions on their working . __ 

Societiet for t'"-
Dop.......! Special Adikarnataka Societjfos should only be continued in 
0I0asM. respect of specific trades like 'sboe-making and weaving, or 

where Adikarnatakas cannot get admission freely to the general 
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societies. Adikarnataka socie~ie8, as long as they are continued, 
require special help in the shape of a paid Secretary, and of loans 
at low rates of interest, and also provision for subsidiary occupa
tions for the members ... .... ... 

In societies for salary earners, subscriptions to provident. 
funds may well be made compulsory, and the advantages of co
operative insurance secured for members ... ... 

The scope for indiscriminate borrowing on tbe part of 
Government servants will be curtailed by a rule imposing 
s .. ringent restrictions on' multiple membership. A Government 
seroant ought to be prohibited from borrowing from any outside 
source, 30 long as there is a departmental or office society of 
which he is or can he a member, and which is prepared to give 
him snfficient aud reasonable credit tor his current requirements 
up to the maximum limit of his borrowing capacity 

It is necessary to devise a scheme for the redemption of the 
existing outside debts of officials, preferably through the agency 
Qf departmental societies . 

CHAPTER III. 

PRIMARY NON-CREDIT SOCIETIES. 

Multiple Assuming that incompatible' activities are not combined, 
obj .. t.. that unlimited liability is not risked in transactions for which it 

is unsuitable, and tbat efficiency is in no way sacrificed, there is 
no objection to credit societies undertaking non-credit activities 
as additional or secondary functions, the transactions and 
accouuts of the two sides of activity being kept distinct 

Crop loonl. •. . The system of crop loans ahoilld be encouraged aud worked 
under due safeguards 

Loon ana Bale ... The organization of separate loan and sale societies, working 
800l0ti... indepeudently of credit societies, requires active encouragement 

and support from the Cc-operative Departmeut. and sufficient 
financial. as&istance in the early stages from the Apex Bank. 
Where suitable godoWDa are not aVailable for rent, Governmeut 
ma.y be moved to advance loans for their construction on an 
inexpensive scaJe ... . .•• • •• 

Joinl For the purpose of extending the marketing facilities in the 
ma.keting. State, societies may be formed for the ma.rketing of commerciaJ 

.. - crops and industrial products. LineraJ help from Government 
will be needed in the shape of grauts for initial expenses, and 
advances for the building or hiring of warehouses or godowns, in 
trade centres. A beginning may be made by -wa.y of experiment 
in selected areas where the conditions are favourable and the 
necessity is greatest, as in the case of the areca-growing tracts of 
tne Malnad, such as Sagar, Tirthahalli and Koppa 

a.nlNo! A..... The formation of a. central areca sale co-operative society, 
Sol.80ololy. with 8odowns at Shim~a and atllliatecl societi&s o~ branches all 
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over the areca-growing are&, may be taken up for early consi
deration 

Supply 01 The Agricultural Department may, with adva.nt.age, utilize 
:ti;",¢':::u,," more largely the agency of credit societies for distributing 
.. ""... improved seed and implements, a.nd also help in the general 

supervision aud development of special non-credit societies. 
Societies shonld not be required by the Department to purchase 
things outright irrespective of whether tbis would work at a 
profit or loss 

Conoolidatiou Perniissive legislation may be undertaken. on the lines of 
olholdinga. the Central Provinces Act, to provide for consolidation bein~ 

carried out in villages where a majority of the owners holding a 
certain minimum .area of land have agreed to the preparation of 

OatUe 
bl<>eding; 

Dairying. 

a scheme 
Societies for cattle-b.eeding can only be properly organized 

in the bigger villages, and that too if adeqnate grazing grounds 
be made available on favourable terms 

With a view to the supply of pure milk to the residents of 
the cities of Bangalore and Mysore. dairy societies of di.tinct 
types may be organized. one consisting of the p"oducers of milk in 
the neighbouring villages, and the other of the .consumers.. Initial 
help will be required in the sh .. pe of dairy equipment, and charges 
of.management for the first few years, as well as an assurance of 
purchase of the milk requirements of medical institutions 

Caw. Cattle insurance is a somewhat specnlative undertaking and In........... reqnires expert knowledge. There hM so far been no genuine 
demand from the people for sucb societies in My80re 

Rural The work of organizing the people for village industries. 
Indu.triea. and supplementing their regula. pursuits by side occupations, 

may be done through societies of various kinds which will pro
vide raw material, employ labour, advance wages, provide whole
sale depots, and arrange for the sale of the finished products in 
towns and commercial centres. A systematic enquiry should be 
made into the economic conditions of any industry proposed to 

Formation of 
Industrial 
Socieuu. 

be taken up, and a practicable scheme prepared in each case .. ,. 
Co-operative institutions sbould be established to finance 

rars.l industries on a larger scale than at present. The formation 
of new societies in different parts of the Ststs where there are 
suitable openings will have to be undertaken cautiously. with 
the help and encouragement of Government and under expert 
departmental advice 

FinBDaW and The Apex Bank with its large surplus funds should find it 
=~~ possible to help primary industri61societies toa larger extent than 

.• now. The provision of adequate marketing facilities requires 
continuoDs and systematic attention from the Department of 
Industries and Commerce 

Weavers" 
Sooie&ifl&. 

Thll~ecline in the weaving industry can only be arrested hy 
suitable organization, special financial and marketing help, and 
competent technical a.nd expert gtlidance. The reh&bilitation of 
weavers' societies requi .. es special maasures of help on the part 
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of Government. There are various practical difficulties of 
organization and supervision. which canno~ be met except by the 
formatIon of a Central Society aud provision for expert advice 
and guidance 

The work of the sericultural s.x:ieties i& hampered by the 
iUadequacy of fundq and the lack of technical guid .. uce and help. 
What they most need is the services of technical workers for 
carrying on the techuical opemtions; increased s..!es are expected 
to meet .. p .. rt of. the cost; the balance will ha.ve to be contribu
ted by Government 

A desirable extension of co-opemtive activities would be the 
joint mMketing of cocoons .. nd, where possible, joint reeling. 
The possibility oC orga.nizing co-opemtive reeling societies,aided 
with Government Cunds and superviRed by the Sericultuml 
Dep&rtment, may be investigated . 

In stores societies regard should be had in fixing prices tc 
the current market mtea. from which they should not ordinarii, 
vary to any marked extent, and .. Uowance must be m .. de from 
time to time for fluctuations in prices. Co-operative stores must 
buy wholesale, and buy more directly from the sources of produc
tion th .. n they do ~ow. C&sh sales should be the rule for .. II; 
but where credit is .. Uowed. it should be. restricted to members 
and to the extent of their paid up share or other assets in the 
society. The profits derived from stores should, sfter the 
prescribed allotment to reserve and sfter p .. ying a. reasonable 
preferential rate on shares, be disbursed entirely on custom in 
the shape of rebates to members 

While there are obvions adV&Utages in having one st.<.>ng 
central wholesale organization, which could make purch&Ses at 
source in IMge quautities for supply to small societies. there is no 
insistent demand at present for a Central Society. while the need 
for the large capital !lnd expert managemeut required will remain 
118 an obstacle in the way of its near realization 

House building societies may with advantage take direct 
and active pMt in constructional work. Societies of the kind 
should help members with type designs as well as assist in the 
preparation of plans according to individual t&Stes and require
ments. They should be able to procure building materials 
cheaply. and where possible they should join with other societies 
in ordering or manufacturing them. They should also in time 
take up the work of construction for their members. Where 
they have adequste funds and proper expert help, aud especially 
where they have themselves undertaken the supply or manufac
ture of house building materials, they may well build a certain 
number of model houses at their own cost on well-considered 
type-plans and either lease them to members or sell them on the 
instalment system • . .• 

The equated system of repayment should be generally 
adopted. A rebate of half per cent below the rate charged 
should be granted to members. and by Government to societies, 
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for payments ma.de in advance. . Repayments should be allowed 
either monthly or annua.lly ... 

Cen~.-.! While !l Central house construction society does not s<->em 
institution 
10' fin.noi to be quite practicable at present, it is however necessary to 
Fou::;,~uN"1. have one Central institution entrusted with the function solely 
ug ..... of providing the requisite long-term finance for house building 

nate of 
interest. 

societies 
To finable house building societies to make full use of the 

financial assistauce ° offered by Government; it is necessary to 
lower the rate of interest to members to 6 per cent and t{) extend 
the period of repayment up to 20 or 25 years. The Government 
may be plea.sed suitably to alter the terms of their loans to allow 
of this being done 

~uioition of The law should be suitably ametlded so as to permit of the 
. compulsory acqui.ition, on behalf of co-operative housing societies; 

reehnioal 
.aaiatance. . 

of land required for house building purposes •. 
Where the work undertaken by a. society is on a. large seale, 

free technical assistance should be giwn by the Public Works 
Department ° 

There seems to be scope in the Mysore Sta.te for societies for 
the la.bour classes on the lines of tholltl started in Ma.dra..q 

Obarilable !?ome at leastofothe available charity funds should be pooled 
olIoimen... together and systematically nsed for some common purpose 

benefiting the movement aa a whole, such as propaganda and 
education 

uabour 
~ooietiea. 

CHAPTER IV. 

FINANOING INSTITUTIONS. 

"'lure polioy There being no present necessity for District Central Banks, 
~'P~=Dg the Myso~ Provincial Apex Ba!lk should. ~ a~le to oarry on. as 
iooielieo. sole finanCing agency for the prtmary societies In the State, With 

the aid of branchea to be established by it in the more important 
centres (beginning with the Mysore City) 8B the need o.rises. 
The absence of local knowledge and the necessity of having to 
devolve responsibility on agents o.re no doubt diSlOdvsntages; but 
they may be minimized hy associating loesl a.dvisory committees 
with th .. work of the branches. The local committees may be 
invested by delegation with powers of supervision, including the 
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l&lancing 10 In order tho.t the movement mo.y function efficiently and ; ~=oc\ profitably. it is necessary that the connection to be established 
,.sUMio.. between it and the money market should be brought about 

througbnthe Central financing institution. Balancing heing 
performed by the Central institution and by it alone, primary 
societies (including ° urban primstt banks) should be forbidden 
to have direct financial relations willi each other 72 
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There should be a rule definitely disqualifying representatives 
of defaulting societies from voting at general, meetings of the 
Central institution '" 

The Provincial Apex Bank should leave individuals to obtain 
their requirements from primary urban and other societies, which 
already exist for th\s very purpose, and coufine itself to the 
financing of the primary societies 

Loan. to It i£, uunecessary and inexpedient to permit the Apex Bank 
d:;';:i'o~~r to lend money to non-member depositors on the security of their 

deposits ..• 
Affilia~on Affiliation must be placed on its proper basis as a necessary 
~~";i.::.roo.l condition of mutual benefit and community of interest ... 

• All primary societies, rural and urban, should be required 
to affiliate themselves to the Apex Bank, and to invest their 
surplus funds and a substantial portion of their nnutilized 
reserves to the extent of one-third with that institution 

The latter should, for its part, allow these investments to be 
nsed as fluid resource, provide suitable cash credit on the security 
of.the investments"and otherwise grant prompt cr"dit on relatively 
easy terms to the permissible extent, and should afford to the 
affiliated societies such facilities generaJIy a.s can be obtaiued 
from joint stock banks 

It is necessary to raise tbe strength of the Directorate of the 
Direetorate of A B k f h' !if F" 1 Apex Bank. pax an rom t Irteen to teen. I ve p aces should be 

reserved exclusively for representatives of rural societies. a.nd five 
for representatives of urban societies, both credit and non-credit; 
and two for representatives of individual share-holders. This 
will leave-besides the President, who will be elected by the 
general body-two places, both of which should be filled by 
nomination by Government. One of the Directors so nominated 
may with advantage be the Comptroller 

The constitution of the Directorate of Cenf;l'aJ institutions 
should be defined in outline in the Regulation itself, leaving 
details to rnles. One such rule shonld provide explicitly for the 
automatio ref;irement every year of a third of the Directors by 
rotation 

The man~.aement of a Provincial Bank calls for practical Ma.nagem&Dt ~ 
.1 Provinclal training and financiaJ knowledge and experience of a high order. 
Bonk. The services of trained bankers on the Directorate should, where 

Banking 
facUitiel. 

possible, be secured by co-optation, if not by election. Early 
steps should b .. taken to engage on a suitable salary a dr.ly 
qualified and capable person as Manager. It is essential also to 
have a qualifiel Auditor on the staff' 

Tbe Provincial Bank and other co-operative instif;utions 
should confine themselves to borrowing and lending for short and 
intermediate terms, leaving long term finance entirely in the 
handa of the Land Mortgage Bank. This is apart from the 
separate recommendation made with regard to the financing of 
houee-building SO.Jieties 

So far as primary societies are concerned, they should seek 
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loans and cash credits from \he Apex Bank. But lhe Apex 
Bank may well look to the Bank of Mysore for specia.l help of 
the kind given by lhe Imperia.! Bank and the new Reserve 

PAGBS 

Bank in Britisb India 78 
What is chiefly neede<l ia an arrangement with lhe, Mysore 

Bank for giving adequate accommodation to the Apex Bank, in 
the shape of a cash cr<'ilit on lhe security, and up to 75 per cent 
of the amount, of the prouotes of rura.! societies backed by tbeir 
endorsements. It is desirable, at the sa.me time, that lhe Apex 
Bank sbould bave the moral ba.cking of Government in the shape 
of a promise of a definite advance of 2 lakhs of rupees whenever 
~~ m 

Attraction 01 
deposits. 

Baw-of 
inlereat. 

PART H.-Finance. 

CHAPTER V. 

CAPITAL RBSOURCES. 

Deposits in a primary society should a.s far as possible be 
confined to persons with loca.l interests, and deposits from outside 
the 10000lity should be discouraged 

While the a.ctua.! rates of iuterest will vary according to loca.! 
conditions and requirements, it is necessa.ry to prevent undue 
variations and competition of rates in thesa.me area, and also 
to guard against the danger of leaving too narrow a margin 
between lendings and borrowings. For lhese reasons and in. 
order to sa.legnard the interests of the movement as a whole, it is 
desirable that the Registrar should continuously.watch lhe rates 
of interest proposed to be adopted from time to time 

Provide.' Every endeavour should be made to bring home to members, 
Fund "onda. especially in urban societies, the distinct advantages offered by a 

scheme of PrOVIdent Fund Bonds ... .,. 
Current accounts may be allowed in urban banks under 

suitable safeguards. But the system is unsuited to primary 
!:Ural Societies ••• 

Government servants, treasnrel"S, etc., who have to tender 
security. may be permitted at their option to pla.ce the security 

'amount in a co-operative institution ••• • •• I._fuw>... . Primary societies should not be permitted to borrow directly 
from OIle another. The Provincial Apex Bomk shonld be the 
Bole medium for inter-fin\Plce within the movement 

It is the duty nf the Directorate of the Central financing 
Bank to fix every year the maximum eum it is prepared to lend 
to a society . • •. 
.. SoI1l8 at least of lhe delay in the investigation of loan appli

cations and issue of loans may be obviated if lhe investigation of 
a society's borrowing cap!lCity, (,nstead of being postponed till 
after a specific loan application is received, is taken up as part of 
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a systematic process of the assessment of the financia.l position 
of all affiliated societies to be conducted periodically '" 

Auth.riz,ation The genera.l body of every primary society should, once a 
86-87, 

of comm,tte •• , t 't aI t' fi th ' I' 't' h' h year a } s annu . mee 109, x e maxImum 1m} up to w Ie 
its committee is authorized to borrow without its sanction, the 
committee being personally responsiblE' for loss if tbe limit fixed 
is exceed,ed ... . . . - , .. 81 

Concessicmal ra_ Central financing institntions are expected to show all 
possible consideration to their primary societies in the matter of 
the rates of interest on loans. Tbey should lend at concessional 
rates sums required by societies up to the extent of the reserve 
fund of the latter kept in deposit with them .,. 

Cnotodyof Strict rules should be made regarding the custody of cash 
c:aah aDd and securities 
securit.ie&. 
Security from Cashiers should give security for the full amount of till 
oaahien. money. Cash hala.nces should be checked in detail at each audit. 

CHAPTER VI. 

EMPLOYMENT OF CAPITAL, 

1'relimmory A loan should in no case be given without adequate prelimi
mv .. tigation nary investigation. In the case of loans to societies, the central 

financing bank ought to make its own independent investigation 
irrespective-of the Registrar's recommendation, In the case of 
loans to individual members, it is most important to scrutinize 

, carefully thEe' purpose of the loan and the repaying capacity of 

81 

88 

88 

the borrower 90 
Individual Where a person is a member of more eredit societies than 
:::rrowt~::: one, he shonld be required to confine his borrowings to one of 
on:'~.y. them. If l\ member of an unlimited liability society joins another 

one and 80 pledges his liability twice over, he ought to be 
expelled. There should be II> clear rule that, where a person has 
become a member of two such societies, eitber or both of the 
societies shall be bound to remove him from membership upon a 
l:equisition from the Registrar. ... ••• 91 

Pu.,.... of Loa.ns shonld not be granted except for productive pnrposes. 
loans. But where owing to cnstom or sentiment some non-productive 

expenditl~re has tn,be accepted &8 necessary, the loans should be 
granted sparingly and under close supervision ... 90 

Period. Co-operative institutions should be required to confine t~eir 
business to short term eradit, that is, fo.r periods not exceedmg 
five years and, with dne circumspection, to credit for intermediate 
periods between five and ten years. Credit for periods over ten 
y,ears must be trea.ted &8 long credit, and altogether eschewed by 
the ordinary co-operative institutions _ 91 

Aoaeasmenlol , The Ce~tral financing B~~ should a~ the ere,dit ,of an 
oreeli'. affilIa.ted SOCIety after re·exammmg and testmg the SOCiety s own 

estimate of its borrowing power and the data on which the 

! 
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society ha.s fixed tbe normal credit of its members. and consider
ing the society's needs and its own existing funds. Loans 
granted by societies to members should be based, not so much 
upon the value of their property and assets as upon their capacity 
to repa.y out of the proceeds of their crops or other incomings in 
the case of short loans, and ont of their savings in the case of 
other loans 

Except in rural societies with a limited membersbip, the 
fixing of credit for each individual member is a matter not for 
the general meeting, hut for the managing committee. subject to 
the maximum credit limits fixed by the general body. 

The introduction of the normal credit system in primary 
societies is desirable, particularly as regards rural societies. 

In the case of societies with unlimited liability, a list showing 
the loans issued to every member, the names of sureties, 
and the amount of loan unpaid, should be kept open to 
inspection 

In well esta.blished societies, the practice of allowing cash 
credits to individual members may be adopted with advantage. 
Similarly, cash credits should be freely opened by the Central 
financing institution in favour of well ma.na.ged societies, but 
should be subject to annual renewal 

The rates of interest charged by the Central financing 
Banks on loans to societies must, on the one hand, be materially 
lower than those charged in the bazaar to persons of the Clasll 
from whom the members are drawn, and yet must be sub.tantial 
enough to provide the large margin necessary for maintaining 
adequate fluid resource, building up a reserve, and meeting 
working expenses. The raka will, at the same time, vary on a 
definite system with referenr,e to the character of the borrowing 
society and the length of the loan. Two and,. half or at n:..ost 3 
per cent may be taken in the average as a safe snd reasonable 
margin. The maximum rates charged bv societies to members 
should not depart widely \ that is, by more than one or one and 
8. h a.lf per cent) from the current market rates 

The primal"Y security for every loan should generally be 
personal. Ordina.ry co-operative societies would be well 8.dvised 
to shun mortgage security, to confine themselves to personal 
securities for all loans, and to protect themselves by limiting the 
loans issued to amounts and periods for which such security is 
lIuitable. In the case, however, of loans for intermediate periods, 
it may be neces.ary for societies to take collateral protection in 
the shape of a pledge or mortgage of tangible property 

Societies may be permitted, in the absence of bidders for 
the lands of defaulters, to take them over for a nominal bid, 
administering thew like trust properties on behalf of the 
defiloultfl!S and returning them to the latter whenever the liability 
is liquidated •... .. 

Agricultural credit societii;!;, and loon and sale societies, 
should grant short term loons on the security of harvested crops 
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grown by members, and, under due safeguards, on standing crops 
also 

Prior claim to Section 19 of the Regulation gives a society a. prior e1a.im to 
be oonv(>rted f d d into charg.. en orce eman s against certain property of its members. 'fhis 

should be converted into a. cha.rge so that a. society may have a 
first cla.im without. baving to obtain a decree. The priority 
should be m!Lde available against any claim of the Government 
arising from a subsequent loan under the Land Improvement 

Sharea &ud 
Provident 
FundBonda 
not to be 
amept.ed as 
eeourity. 

Loans RegUlation 
The member's own share should never be accepted a.s 

security for a lo~n. Similarly sha.res held by a. society in a. 
Centra.l institution should not be a.ccepted by the Ia.tter a.s 
security for a. loan. The security required from societies should 
ordinarily take the form of pro-notes. It is very undesira.ble to 
a.coopt Provident Fund Bonds as secnrity for loa.rdl 

rnabursement Loans should be disbursed with fa.ir promptitude. The 
of 10..... introdnction of a. .system of norma.! credits will help substantia.!ly 

to minimize delay in the issue of 10BJls. Where loan applications 
are numerous, sub-committees may he appointed to gra.nt loans 
up to a specified limit, beyond which the a.pplications should 
come before the fnll committee of ma.na.gement 

Utilization 01 The proper utilization of the loan should not be left to the 
iceD'. borrower's discret.ion or the vigilnnce of his Bureties, but should 

b .. wa.tched a.nd scrutinized by the managing committee 
Repayment.. _ While tbe special needs of individual borrowers will deter-

mine the periods for which loans a.re granted, repayments should 
be on dates convenient to the borrower as well as to the society 
or bank 

Pee.l in~1I Penal interest, if levied, sbould not be excessive; in a.ny 
and Rebates. case it Ehould not exceed the ordinary rate by more tha.n two p~r 

cent. It is desirable to have a. regular system of rebates for 
prompt repayments 

Ezten.ionsfor Renewals a.nd extensions should not he granted too freely 
propor oa .... and without just cause. The existing conditions of economic 

depression a.nd diminished ea.rnings warra.nt some relaxation ..• 
Adjullment1l - All payments on account of decreed debts should he carried 
of paymento. to princi pa.! and not to interest; no credit should he taken for 

interest until tbe principal has been repaid 

Renewals. 

Oredit .tate
mente, and 
Demand and 
Recovery 
IIlatomenta. 
Aooountaof 
Loa .... 

RepaymE'nts must be real, and musl correspond with a real 
reduction of the borrower's liabilities, and not he made by a. 
re-arra.ngement of debts . . 

Renewals should not be permitted until the interest in full 
s.nd at least 25 per cent of the principal is paid by the borrower, 
nor in any·ca.se till after the lapse of a prescribed interval, which 
should not be less tha.n a month or six weeks .. , 

It is desirable to insist on the maintenance of "Credit 
Statements," as well as to introduce a sy~tem of "Dema.nd and 
Recovery" statements 

The system of accounts should show clearly whether a.ny 
repayments have been made, what loans have heen extended, and 
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which have become overdue. Renewed and overdue loans must 
be clearly discernible. Loane overdue for more than tbree years 
should ordinarily be treatpd as bed debts 

Roopomubility Tbe members of the committee should be made personally 
~:,~~li- responsible, jointly and severally, for the repayment of loans 

which by their negligence may have become time-barred 
P ..... utionary The application of personal pressnre on the borrower's 
m ... u..... Bureties shonld always be the first of the precautionary measures 

Defaulters. 

S~tem&tic 
examination 
of outB-tand
ings. 

to be adopted. Apart from this, the only other way of ensuring 
payment is to put pressure npon the borrower to repay according 
to the best of his capacity . 

Persons against whom coercive steps have been taken show 
themselves to be .unfit to continue to be memoers, and should 
automatically cease to be such (nnless liable only as sureties.) 
A person who has defaulted in respect of his own loan for three 
months should be disqualified from the office of a memher of the 
committee • 

Societies arid financing bank,s should undertake a systematic 
examination of their financi&l position with reference'to their 
outstandings. Every loan in each society should be examined 
with a view to ascertain whether it is adequately secured, a.nd 
whet\ler alction should be taken s.t once to collect it, or time can 
be given to enable the. borrower to ps.y it of his own accord. In 
addition to action ts.ken by societies,. the Centrs.l institutions 
should themselves set on foot intensive schemes for an exami
nation . of s.ll loans outsta.nding against members in primary 
societies 

9'i:rdue There Rhould be s. definite rule prohihiting the inclusion of 
i: i:;';,~~d!H: all accrued and unrealized intetest for the pnrpose of reckoning 
net profils. profite for distribution. But in tbe case of Central Institutions 

the Registl ar may, in epecis.1 cases, permit s.n exemption ill 
favour of preference shareholders. lntereot .arned but not 
realised should be shown seps.rntely in the profit &ond loss account. 
All "corned intere~t so deducted, whir-h i8 actually recovered 
during a suLsequent year, ms.y, however, be permitted to be 
added to profits of such year s.vailable fnr distribution. No 
di vidend should be .paid otherwise thn out of profits actually 
res.lized 

~~:::.~ The m .. ximum dividend should be restricted to a fs.ir 
interest on capital 

!:"~~h~' Thrift and savings societies, which neither borrow from non
and .. vlnga members nor lend to members in excess of th~ir assets, should 
_i.li... be exempted from maints.ining s. compulsory reserve ..• 
~~~rti'::~it!l The share capital plus the accuruul .. ted reserve fund should 
to liabiliti... not be less than one·tenth of the tolal liabilities (including loans 

s.nd deposits) •.. 
Rmploymenl Usually, the. reserve fund should be invested in ODe or 
of Beae""_ other of the modes laid down in the· RegUlation and rules up to 

a limit prescrihed by the Registtllr, the excess being permitted to 
be employed product!vely in the society's own business 
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In societies of unlimited liability, the bulk if not the whole 
of the reserve fund may be used in their ordinary husiness as 
working capital; so also in societies which have no deposits. 
But in other societies a moiety of the reserve fund should 
ordinarily be invested outside 

In the case of the Apex Bank, one-third of the reserve 
fund should ordinarily be invested in gilt.edged securities, 
including r~eemable Government securities or Land Mortgage 
or other debentures gua.ranted by Government, and the remain
der permitted to be employed as worktng capitaJ. Reserve funds 
of primary societies should be either invested in gilt-edged 
securities or guaranteed debentures a.sMoresaid, or deposited 
with their central financing institutions 

The option given to 11 society by section 32 to in vest funds 
in the shares of auy other society should be qualified by a proviso 
that no such investment shaJl be maile in the shares of any 
society other tha.n one with limited liability , .• 

Pretlt OD Where any portion of th~ reserve fuud is permitted to be 
=:;1~~ used as working capital, interest thereon at the same rate as for 

deposits for one year should be a.dded to the reserve 
BadDebl 
Fund. 

Co-operative societies and banks should be required to make 
satisfactory provision for all overdue loans considered. to be 
irt·ecovp.rahle before any dividend is declared. After the building 
up of a reserve fund has maile some progress, it will be 
desirable to form a special Bad Deht Fund in addition 

Share Trallo. Limited liability societies will be well advised to create a 
fer Fund. .. Sha.re Transfer. Fund" 
CODtribuilouo The limit of contribution fixed in section 34 of the Regula-
to oharitable '" 
PIll"pOSO>. tion may be raised to 20 per cent of tbe net prullts, and at least 

one-third of the aggregate earma.rked as a provincial fund for 
the promotion of co-opentive education 

C .. b CredU 
uFlaid 
ReaoW'Oe. 

StoDdard o! 
Fluid Re
"' ...... 

CHAPTER VII. 

FLUID RESOURCES, STATE AID, ACCOUNTS. 

. . Societies which hold large deposits should arrange to have a 
cash credit with their central institutions for meeting demands 
unforseen and unprovided for. Loans from othec societies or 
banks should not be resorted to except when absolutely necessary 
to meet calls which could not be anticipated or otherwise provided 
for. A central financing institution must keep a fluid resource to 
meet contractions of oredit entailing withdrawals of deposits at 
due dates. The fluid resource kept by it must suffice to meet 
its O\l<n requirements and those of. primary societies which have 
entered into arrangements with it ..• . .. 

For limited liability societies with deposits under Rs.20,OOO 
and for unlimited sooieties as a whole,the standard of fluid resource 
to. be maintained may be left to the Regis:rar's decision. The 
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Apex Bank shonld maintain as flnid resource a snm sufficient to 
cover one-third of the possible liabilities for the ensuing year. In 
primary urban banks with deposits of or over He. 20,000 every 
effort shonld be made to work np to the standard recommended 
for the Apex Bank 

As regards fixed deposits, it is snfficient to maintain as fluid 
resource 30 per cent of the fixed deposits !Slling due within the 
next six months, or 50 per cent of those falling dne within the 
next 30 days, whichever is higher 

With regard to current accounts, notice of large withdm
wals might be required; !Siling this, the standard oC fluid 
resource may, provided proper care and precautions are taken, be 
fi .. ed at 40 per ceDt. The same standard will be reqDired in 
respect of the undrawn balance of cash credit to societies and 
members 

SocietiHl should be required to keep 25 per cent of savings 
and thrift deposits as margin 

The Apex Bank should be required to maintain in the form 
of fluid resource at least 40 per cent of the amount of c&I!h credits 
allowed to other societies 

As a role, fluid- resources should consist of- cash in hand, 
the undrawn cash credit with a recognized Bank, and 80 per
cent of the current market value of authorized securities 

Adequate cash cr~.dit and overdraft facilities may be ohtained 
from the Bank of Mysore by the Ceutral financial in~titution ... 

The Apex Bank should in its tarn afford similar facilities 
to urban banks receiving hrge deposits -•. , 

Securities beld in respect of the reserve fund cannot be 
regarded as normally available as fluid resource, and the invest
ments should be kept distinct -

Ail credit societies should submit quarterly statements 
to the Registrar, showing in detail that the rules in respect of 
fluid resources are being observed. The reports of the central 
institutions should be reviewed by the Registrar and copies of his 
reviews submitted to Government 

Surplus Funds (i. e., superHllc.US money) in urban societies 
should be regularly passed on for deposit to the Provincial 
Apex Bank 

There is no objection to urbau eo-operative societies doing 
all kinds of banking bnsiness to meet the requirements of their 
members; but tbey should be <!eoorred from entering into forward 
delivery contracts in any market either on their own account or 
on account of their members. The granting of cash credits, 
dealing in cheques, &nd clearing and remittance business, should 
be encouraged. The discounting 01 inland bills may be permitted 
in the "',. of urban banks ... .•• . .• 

Urban banks may also be permitted to advance money on the 
security of gold and ailvlll' ornatiAmts, on the former up to 75. 
per cent and on the I .. ttsr up to 50 per cent of the value ... 
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Sufficient cash ha.lances should be kept by nrban banks with 
the Apex Bank, while receiving from the latter adequate discount 
or re-discount facilities •.. ... . .. 

The prior claim wbich is conferred by section 19 of the 
.Regulation, should be made effective by its being replaced by a 
" first charge" . 

Concessions similar to tbose enjoyed by the Land Mortgage 
Bank under sections 66 and 73 of the Regulation may be gra.nted 
to co-operative institutions, in tbe matter of the distraint and 
sale of tbe produce of mortgaged property tbrougb the Registrar, 
and the registration of documents on behalf of an institution 
witbout insisting on the appearance of a representative of tbe 
institution ... 

'Co-operative societies may be placed in the saIDe position 
as land mortgage Banks under section 75 in tbe matter of the 
burden of proof as to the binding character of the purpose of debts. 

It is desirable to exempt a.!l societies generally from the 
operation of tbe Agriculturists' Relief Regulation, instead of 
providing for the grant of exemption in particular ca.~es 

Co· operative societies may also be exempted from payment 
of income-tax and super-tax on earnings from investments in 
public securities or land mortgage debentures, to tbe extent of 
such investments as are necessary for the purpose of tbeir fluid 
,6I!Ources and for the investment of reserve funds as prescribed 
by the rules 

The fuU measure of exemption origina.!ly enjoyed by 
societies in tbe ma.tter of the court fee payable on suits filed in 
the Regiatrar's Court, may be restored as soon.as financia.! 
conditions will permit. In the meantime, where a. decision is 
passed witbout contest and on the agreement of pa.rties, half the 
W!ltitution fee may be refunded as is done in Oivil Courts 

Financial aid may legitima.tely continue to be given by the 
State to encourage new societies and new forms of co-operation 
as well as extensions of the movement in particular directions ... 

The spread of co-operative education and the provision of 
suitable institutions for tea.cbing and training are as much proper 
objects for State aid and patronage, as they are for a.ctive support 
from co-operative institutions 

CHAPTER VIII. 

LONG-TERM FINANCE. 

. The combina.tion of short and long-term finance is inadvis8 ble 
a.nd likely to lead to disastrous results. Long-term fina.nce 
sbould he left entirely to land mortgage and other special insti
tutions. In classifying purposes and periods some elasticity is 
desira.ble. The description .. short-term" nlaY include advances 
up to five years, those ranging between five and ten years being 
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classed as .. intermediate "; loans for periods exceeding ten years 
will then fall under "Iong-t..rm." The policy indicated must be 
given effect to steadily and systematIcally, so as to correspond with 
the extension of land mortgage and other long-term facilities ..• 

Ihort·tenn While land mortgage institutions should as a rule confine 
:!.~.ti... themselve. to long-term finance, leaving the ordinary credit 

societies to nndertake short-term credit, it is not unreasonable 
that, when '" land mortgage bank lends money on the 
security of land, it should also provide a small margin for working 
expenses in the shape of '" fioa~ing advance .which will be '" first 
charge on each year's crop 

The minimum limit of Rs. 500 for loans tends to shut out 
many persons whose needs. are more moderate, and may be 
lowered to Rs. 300 in the interests of the smaller agriculturists, 
provided the minimum period is also reduced to twenty years •. , 

The rate of intsrest charged on loans, namely, eight per cent, 
is too high under existing con:litions, and far beyond the capacity 
of tbe ordiuary agriculturists. The rate charged should not, all 
a rule, exceed aixper cent . 

!hould be The concession asked for by the Land Mortgage Bank, in 
dx";:d.!:l. the matter of the continuance of the annual grant of Ba. 5,000 

for working expenses for two or three years more, may be granted 
on the understanding that immediate effect is given to the 
lowering of the rate of interest. Rven without such extraneous 
aid, and under normal conditions, allowing a margin of one and 
a half per cent for meeting expenses, it ought not to be difficult 
for the Bank to lend at six per cent the money it is able to get at 
four and a half per cent or less •.• 

~alQ.tlo .... nd The tacking on of valuation work to Circle Inspectors is 
"YH"gotiou. not a satisfactory arrangement, 8S the lnspectora cannot do the 

work promptly along with their ordinary duties of a varied 
character. A paid staff for the investigation of loan applications 
seems quite necessary in addition to the loooJ committee members. 
The cost will have to be borne by Government for the next few 
years, after which the Central Land Mortgage Bank should bear 
it, the affiliated societies contributing from the realizations under 

Solution of 
problem 
of ru~a1 
poverly. 

appraising fee 
The disposal of loan applications and disbursement of loans 

sanctioned may be accelerated by the adoption of the various 
suggestions made in the Report ..• .,. 

The final solution of the problem. of rural poverty lies in .. 
material improvement of the economio position of the raiyat 
popnlation, through the steady pursuit of .. policy aimed directly 
at that end. Such a policy will make provision, among other 
things, for actively helping the agriculturist to adopt improved 
methbds of cultivation familiarized through demonstration 
and instnIction, and by the advance of any necessary capital: 
for the introduction of subsidiary occupations which will tend to 
add to his ordinary income from .:.agriculture; aud for the gradual 
expansion of education among the l·nra.l population . • •• 
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There is need for t'fi'eetive legislative action, on tbe one 
hand, to control the transactions of money-lenders and minimize 
unsorupulous and dishonest practices on their part, and, on the 
other, to afford relief to borrowers from Bome of the harsher 
incidents of unrestricted usury. Some sort of restrictive control 
is neeessary over the transactions of professional money-lenders. 
Such control is not likely to be effective without provision, among 
other things, for compelling this class of persons to obtain licenses, 
to maintain regular accounts of their transa.ctions, to grant 
receipts in due form for all payments received, to furnisb their 
debtors every six months with verified !ltatements of their dues, 
or in the alternative to give pass books recording all receipts and 
payments as well as interest oharged, and to abstain from 
ch8.l·ging excessive interest or compound or penal interest. The 
conrts should be empowered to dissllow interest in the case of 
any wilful omission or neglect on the part of the creditor of the 
obligations laid upon him; also to reduce the ra.te of inr.erest 
where it ia excessive, and generally to enforce fair and equitable 
dealing between the parties. Legislation as suggested above 
should also reserve power to Government to il.llpose such special 
restricAions as may be considered necessary to protect borrowers 
from the irregular methods and exactions of Pathan an,i Marwari 
usurers 

The Usurious Loans Regula.tion is defective, in that it places 
on the debtor the burden of proving that the rate of intere.t "harged 
is excessive and that the transaction is unfair; the scrutiny of 
transactions and the disallowing of usurious interest is left to the 
discretion of the Court instead of being made imperative; and 
what constitutes excessive interest is not defined. Action has to 
be taken to remedy these defects, and also to make the provisions 
of the Regulation more widely known among the classes 
affected 

Comolia.tion It would be an advantage if the connected provisions of law 
~"Im"'1I. for the relief of indebtedness, now contained in several different 

ensctments, could be consolidated 
Machb>erylor Any measure of general debt conciliation, if it ia to be 
~-=~... effective, must, in the first place, provide an impartial tribunal 

some a.t least of whose members have had jndicial experience, 
but all of them inspired hy the desire to deal jus~ly anil equitably 
with all parties, while unhampered a8 a board by technical rules 
of law and procedure. Settlements must as a rule be based on 
mutual agreement or compromise, not on compulsion; the Board 
may advise and persuade, but not coerce, the parties. In 
cases where parties are themselves unable to reach a volunta.ry 
agreement but are not opposed to a decision on equitable grounds 
being given by the Board, tbere ca.n be no objection to the latter 
exercising functions in the nature of a final arbitration. Since 
the debtor is not always in a position to make a " fair offer," the 
Boord may be empowered to frame a fair and reasonable scheme 
for the consideration of the parties 
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Provision has also to be made for helping the debtor to pay 
off the conciliated debt immediately. No organization save Gov
ernment can command resources adequate for debt conciliation 
on an exten.ive acaJe; but where tbe amount involved is likely 
to be very large, and the number of cases to be dealt with is quite 
considera.ble, direct liquidation by Government agency is 
impracticable. The help of the Land Mortgage Bank may be 
utilized in all cases where the debtor can offer adequate security 
and has sufficient surplus income from wbich to pay the instal-
ments of the debt according to settlement 

The ordinary c(H)perative credit societies may be able to 
help their indebted members to a limited extent, where the total 
amount involved is, say, below Re. 250, aud the periOd required 
for repayment does not exceed ten years. In other cases affecting 
agriculturists of small means, the liquidation of compounded 
debts may appropriately be effected through loans granted by 
the State under a special enactment for the grant of such loans. 
Apart from sucb. eases, the Land Mortgage Bank is, by its 
fnnctions, resources and method, best suited for the task in view, 
provided it is empowered to raise the funds needed through the 
issue of fnrtber debentures guaranteed by Government .•• 

D;rect conciliation through the medium of co-operative and 
land mortgage societies may occasionally be possible. Bnt it can 
only be done on a pur"ly voluntary basis, and on the under
standing that in all Booh cases the societies are prepared to help 
tbe debtor to discharge his liabilities and in the last resort to 
take them over tliemSFlves 

:Jroclil.... The requirements of the class of large landed properitors. 
l=~= among them owners of the bigger Indian coffee estates in the 
",.. Malnad, whose debts exceed &. 10,000, cannot be adequately 

met by the ordinary co-operative societies or by the CCH>perati ve 
Land Mortgage Bank, owing to the nature and extMt of the 
financial assistance required. The neAds of these large owners 
can only be met by the formation of a special type of Mortgage 
Bank 

"""' .. . . It will be an advantage to utilize the services and local 
knOWledge of co-operative and land mortagage eocieties for the 
distribution of T&kavi and Land Improvement Loans. In fact, 
it is advisable that loans to members of such institutions should 
be geuerally made througb them and not directly. But societies 
must in that case be givE'n the same rights of priority &nd the 
sa.me privileges as to recovery of dues as are applicable to the 
case of loans granted direct by Government 
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PART III.-Administra.tion. 

CHAPTER IX. 

REGULATIVE FUNCTIONS. 

Audit, whether conducted through departmental officers 
or through outside auditors, shonld extend somewhat beyond the 
the hare requirements of the Regulation, aud embrace an enquiry 
into all the circumstances which determine a society's general 
position 

The auditor must satisfy himself that the books contain a 
proper record of the transactions entered into. He should make 
So searching examination of the accounts with the vouchers and 
the authority for each item of expenditure examined. The 
auditor must test the tran~actions exhaustively; and should his 
report disclose anything irregular, steps must be taken to have 
a complete audit made 

Form of . A form of audi t report should be prescri hed, both for the 
Audit RA£orl. departmental Inspector-Auditors and for the non-departmental 

certified auditors. The form prescribed should indicate the 
points on which enquiry should be made and the details to be 
furnished 

PubUeation 
of Audit 
Report.. 

Half-yearly 
Audita. 

Audit 
A_oy. 

. Audit notes should not be treated as confidenti&l. The 
a.uditor's report should be included in the annual report and 
placed before the general meeting. Central financing institutions 
should receive free of charge copies of audit reports of all 
societies indehted to them. They should also have facilities for 
making such further enquiry as they may consider necessary to 
safegua.rd their own financia.l interests 

To avoid delay in departmental audit reports, audit should 
be divided into two parts, preliminary and final; and societies 
must be visited for preliminary and final audit at intervals of six 
months 

In urban societies with large transactions the reports of 
a.uditors may with a.dvantage be prepared once every half year 
and considered at genera.l meetings held every ha.lf year. This 
will also allow of annual meetings being held much earlier than 
at present 

Since the law vests in Government the undivided respon
eihility for a.udit, the control of audit as a whole and of the paid 
stafHherefor must be with the Registrar 

The accounts of societies having a working ca.pital of 
Rs. 5,000 and above should be audited through cE'rtified auditors 
a.uthorized by the Registrar after consultation with the society 
concerned 

. The Registrar should fix the remuneration of the auditors 
selected on a sliding Rcale based on the tra.nsactions, working 
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capital and net profits of each society. Each auditor will be 
assigned a certain number of .societies. It is desirable that the 
same person should not andit a society's a.ccounts for more than 
two years consecutively 

The societies so audited should be required to make ooutibu-
tion towards the cost according to a scale recommended • 

No &Iteration is required in the arrangement by which a 
few of the large rural societies are having their accounts audited 
in detail by C'lmpetent local auditors and account.ants 

Banks and societies must pay the cost of their own separate 
audits 

Over and above the audit made by the depu.rtmentsl staff 
or by an external auditor, every society, large or small, should 
make arrangments for a continuous daily, or at least weekly, 
internal audit of the accounts, by the committee or by one or 
more of its members deputed for the purpose. Where a society 
can afford it, a separate audit clerk should be appointed, who will 
work directly under. and be responsible to, the president for the 
checking and auditing of the accounts of the daily transactions. 

A scheme for the formation of Audit Unions.-whlle it may 
make for uuiformity in the system of audit and provide for co
ordina~ion of th .. closely allied functions of audit and supervision
is not at present practicable in the abaence of a strong and 
efficient co-ordinating Institute at the centre 

The present arrangements for snpervision are unsstisiactory 
and defective, especi&lly in the case of rural societies 

The powers of control now vested in the Registrar are 
sufficient for all practical purposes, and do not require tf) be 
amplified. It is in the scope for the exercise of these powers 
that some discriwination seems to be required. So far as urban 
societies are concerned, barring gross and exceptional cases of 
mismanagement or financial breakdown, ~here should be little 
occasion for interference on the part of department&l officers 
beyond the discharge of their ordinary functions of andit and 
inspection. Any advice required of! them will be technical 
rather than administrative. 1 n fact, in the case of the Central 
institutions and of the well-est&blished orban hanks. interference 
should be exception&l; and in every case where this is found 
necessary, a report of the circumstsnces should invariably be 
made to Government for information with a copy of any repre-
sentstion submitted by the institution concerned ..• 

In the case of rural aocieties, the supervision that is required 
has to come largely from departmental officers. But even here, 
the ultimate aim should be to entrust the work of supervision as 
far as possible to non-official agency where this is available. pre
ferably to persons chosen by the societies themselves, either 
individually or in gronps or federations 

Nsou-oftl"!-' A scheme of non-official supervision is more likely to 
up""'",on ed ·f . ted ·th th ...D.. k f d d . IbroUJ!h looal Bucce '1LSSOC1!l WI e wur 0 propagan a an adVice 

.......... n.. than if it were based on the idea. of superior status and 9utside 
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control. In order to achieve this object, it is recommended that 
active steps be taken to form local associations representative of 
the co-operative societies in every District. If the Provincial 
Co-operative Institute is reoonstituted and placed on an efficient 
footing, these local associations may well function as branches of 
the lnstitute 

It is in the interests of sound management to hBve the 
constitution, working and financia.! condition. of societies 
thoroughly overhauled at regular intervals of not less than five 
years. It is pBrticulBrly desirable that a periodica.l inspection of 
each Central financing bank should be made by the Registrar. 

Pn?aution! The adoption of various precautionary measures against 
~d::t, ::,~. frauds and irregnIarities in societies is suggested ... 
Educat.i?". Any serious attempt at the improvement of co· operative 
""d Tra .. ung. societies must include a proper organizBtion for giving suitable 

Need tor a 
Central 
School. 

Con. 

. trruning, as well to the office-beBrers of societies. as to the 
Inspectors, Auditors and Assistant Registrars of the Co-operative 
Department. The presecnt arrangements for instruction and 
trruning are inadequate 

There is a real necessity for the establishment of a Central 
Co· operative School at Banga.!ore. Its control must necessarily 
vest in Government, but may be exercised through the agency 
of a small Committee nominated by Government and including 
non-officia.! representatives of the Co-operative movement as well 
as the heads of the Departments of Finance, Agriculture, 
Industries and Co-operation. Detailedsnggestions are made 
regarding courses, subjects of study, examinations, appointment 
of qualified perllons, etc. Occasiona.! classes for short periods may 
be held in District headquarters and in Normal Schools 

The cost of the Central Co-operative School and of the 
occasional classE's will have to be met partly (and in the earlier 
years for the larger part) by a Government grant, and partly by 
a. contribution from societies not exceeding five per cent of their 
net profits, according to resources 

Teaching 01 Co-operation may be dealt with as part of Civics in High 
(lo.operation. Schools, and lessons illustrative of its benefits included in the text 

bocks in Middle Schools. The subject should have 0. more promi
nent place in the teaching of Economics in Colleges as well as in the 
University curriculum. Co-operative Law, Financeand Practice . 

. should be included among the suhjects for Local Service and 
Pleadera' Examinations, and an examination in that subject 

Wiudlngup 
pl'ior to can
oellation of 
resiatration. 

made compUlsory for certified au?itors ..• 

CHAPTER X. 

CORREOTIVE FUNOTIONS. 
-

The introduction of an intermediate stage of "winding up" 
(as in Burma and Bombay), prior\Jo actua.! ca.ncellation of 
regist.ration, will remove certain anoma.!ies, a.!low of a society 
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being revived after its affa.i .. are put in oroer, a.nd obviate resort 
to compulsory liquida.tion ' 

lomliulsorY The power of compulsory liquidation is not preventive, but 
iqui .tlotl. punitive, and its employment should be postponed as far as pos

sible till milder remedies have been tried and found ineffective. 
It should only be resorted to when all methods of recovering 
arrears-persuasive or coercive-are exhauste~, and most of the 

lotioe prior
o eanCell90~ 
irm or-wind· 
DC up. 

outstanding dehts are either had or irrecoverable 
The Regulation does not require notice to be given hefore 

registration is cancelled or winding up is ordered. A rule may 
he prescribed requiring two months' clear notice to he given to 
the society specifying the ground of the proposed order 

tn!oraement The orders of the liquidator in regard to the collection and 
,I orden of distribution of assets have at present to be enforced by application 
iquidator. 

to the Civil Court, with its attendant delays and difficulties. 
Provision may he made (as iu Bombay and Madras) for the 
summary recovery of members' debts under the liquidator's 
orders through execution by the Revenue Department in the 
sa,me manner as arrears of h.nd revenue 

lontribntion. With a view to prevent abuse or misapplication of the 
::J'~r~ discretion given to the liquidator to determine the contributions 
i&bilUy. to be made by members, it is necessary to lay down by rule that 

any deficit should, after the full payment of shares, be recoverable 
by 110 s~ries of p ... cap"ta levies upon the members to the full 
extent of their property. This will equalize the individual burden 
at each levy, and so leave less discretion to the liquidator 

1genoy lor The services of suitable non-oflicial gentlemen may be 
",nidation. seoured on payment of a commission of 5 per cent on realizations; 

lmftUdment 
)f provisioDB 
'egarding 
iquidation. 

otherwise. one of the Registrar'S staff may be utilized 
The law as contained in section 42 of the Regulation 

requires to be amended in certain respects. 
Section 42 B should be extended to cover cases of appre

hended disposal or removal of property after passing of the order 
and before it is sought to be put in execution . 

~e! ........ or To provide for cases in which action to recover debts due is 
r.ipnl: r purposely delayed or not taken because the defa,ulter ha,ppens to 
"':'\,y 0.::. be the Secretary himself or one of the other committee members 
uittee· or other in1luential person, the Registra,r should have power to 

Elotlorary 
lBsi.8tant; 
Regiat"ran. 

require the committee to make a reference within a specified time, 
and, on its failure to do so, to direct the Inspector or some other 
person nominated by him to make the reference 

The disposal, of disputes would be materially helped if 
qualified persons were a.ppointed as Honorary Assistant 
Registrars, a.t least one for each District and each important 
headqullol1er town, where such persons are available. Honorary 
Assistant Registrars may be given a. moderate ca,rriage allowance. 

~ .. for Arhi-, A plmel of Arbitrators should"" maintained for each District . 
.... \om. Arbitrators should be paid, where necessary, a small fee for 

m%ting incidental expenses, which need not exceed anna.s eight 
O~ rupee one per-case. In exceptional circnmstances, a. higher 
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fee may be specially allowed (including actual t.ravelling expen
lies, if any) .... ... 

Refore ... to The Registrar's discretion to refer a dispute to a Civil Court 
Civil Conrts. should be freely used where both pa.rties desire it, or where the 

case involves complicated issues either of la.w or of a.djustmeut of 
accounts on which the decision of a judicial tribunal would be 
desirable 

Limitation in On the difficult question wbether disputes under the 
c.:~:;':..ti~e Co-operative Societies Reglllation are or are not governed by the 
£lisp.lea. a.rticles in. the Limitation Regulation applicable to Buits, the 

Period to be 
extended. 

Committee's conclusion is tha.t,-subject to auy special provisious 
in the Co·operative Societies Regulation, like sections 23 and 24,
the a.rticles as to sllits in general contained in the Limita.tion 
Regulation do apply to disputes 

In view of the special circumsta.nces applicable, co-opera.tive 
societies as such should have a longer period of limita.tion than 
that ordinarily a.va.i1able, within which to bring up disputes under 
the Co-operative Societies Regulation. A general provision 
doubling the usual period of limitation for suits (other than suits 
on hypothecation or mortgage) when brought by or on behalf of 
societies under the Co.operative Societies' Regulation seems 
rea.sona.ble and desira.ble. The benefit of the increa.sed period, 
when ena.cted, should. be given to disputes referred within a 
specified time after the enactment comes into operation 

The opportunity may also be takeu to make it clear that, 
when a decision of the Registra.r or of an a.rbitrator has to be 
referred to the Civil Court after the close of infructuous proceed
ings in the Revenue Depoutment (as in 'cases coming under 
Section 187A of the Mysore Land Revenue Code), limitation 
should only begin to run after the termiuation of the Revenue 
proceedings &nd upon a formal reference by the Registrar to the 
Civil Court for execution. The starting point should be the 
date of issue of the sale certificate, and not that of the confirma· 
tion of 880le 

·Po .. er to The a.ddition to the Mysore Co-operative Societies Regula-
Regi>trarto "'oover do... tion of a provision on the lines of section 57 A of the Ma.dras 

Powerto 
initiate 
execution in 
default; of 
action by 
Committee. 

Ohoice of 
mode of 
U8CUUon. 

Act, empowering the Hegistrar, without prejudice to any other 
mode of recovery provided, to recover all suws due under a 
decision, a.ward or order or under a civil court decree, hy the 
atta.chment &nd sale of the property of the person against whom 
it .has been passed, will be most useful, and tend to make 
execution more effective in many cases 

In cases where the managing committee of a society takes 
no action to put the decision or award in execution, or 'delays 
action owing to relucta.nre to proceed against an in1iuential 
member or for other reason, the Registrar should take the 
necessa.ry steps cn his own initiative 

Section 43C (i) does not expressly state that the party 
Iklekiug execution has a choico! in the selection of the mode of 
execution. The point may be made clear 
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Better results iu the matter of the exeeution of co-operative 
decisions through the Revenue Department ea.n only be attained 
by the exercise of adequate control over the work of the agency 
(ordina.ry and special) entrusted with p.xecution work, and by 
close eo-operation between that agency and the committees of 
the societies which hold the decrees for execution 

Alternatives A wholesnJe transfer of the work to the Co-operative 
oouaidered. Department is not necessary or practicable at the present stage, 

in view of the large addition to staff and heavy charges of 
execution that would he entailed. The general transfer of 
execution work to the Civil Courts is not likely to result 
in greater expedition or in the reduction of cost to parties. 
Execution may ordmarily remain with the Revenue Department. 
but the higher Revenue Officers should interest themselves much 
more closely and actively in the progress and speeding up of tbe 
work 

ipe-oial 
Heeovery 
ltall. 

At the same time, the quantity ot execution work of all 
kinds that ha.s to he done seems to justify the immediate 
employment of a special otd of Revenue Inspectors solely for 
such work in SOlll/l, .if not all, of the districts. One Special 
J nspector may he entertained for one or more taluks according 
to the quantity of the work. It may he eventually necessary to 
have a sp""iaiized agency for eSClh district solely concerned WIth 
the recovery of societies' dues and wholly paid out of the fees 
levied, and to ple.ce it under the charge of a Special Officer of 
the gl'Sde or an Amildru: 

A sch( me for the appointmen~ of Special Recovery Officp.rs, 
as in Madras and Bombay, may be tried in Mysore, the staff 
being at first on a temporary basis; if it he found to he self
supporting. SI! well as permanently useful and effective for its 
main purpose, the question of its rnrther continuance may be 
considered in the light of such experience 

Tra.emiuiou Much avoidable time is now takeu up in the transmission 
of Do...... of co-op .. rative decrees through the regular channels to the 

Revenue Inspector. There is uo reason why a decision should 
not he sent direct from the Co-opera.tive Department to the 
Amildar of the Taluk where it is to be execute.! 

Oontaot 
between 
Soeitlty and 
Revenue 
Agenoy. 

The Secretary of the society concerned should take the 
initiative in applying to the Amildar for execution, with all 
neces;ary particulars as regards the defaulter and his assets •.• 

It is important that societies should have adequate contact 
with the proceedings in execution, and that they should invari
ably he consulted hefore action affecting their interests is taken, 
Buch as the grant of time to the debtor or the cancellation of a 
sale. ~l;te special Revenue Inspectors are expected to give due 
intimation to societies hefore taking actiou. The Secretary of 
the society should a.lso keep in I,onch with the Revenue Inspector· 
dnring the course of execution proceedings 

l'oss_ of The purchaser of property a.t a revenue sale in execution of 
fu'.r:.iJ:.~ a eo-operative decree should he placed on the same level as to 
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obtaining possession, as a purchaser of an occupancy or alienated 
holding under a sale for land revenue arrears. It will be open 
to any person cla.iming in good faith to be in possession of the 
property on his own account or on account of some person other 
than the judgment:debtor to seek re.lress from the Civil Courts. 
An alteration of the law on the above lines is very necessary, 
and may be effected at an early date . . . . .. 

'rbe purchase of lands by co· operative societies in execution 
should only be made sparingly and as a last resort. Where, 
owing to combination or other reason, proper bids cannot be had, 
societies may have to make their own bids; but they should not 
be compelled to offer more than what they themselves consider 
reasonable 

!:iub-section (4) of section 43- A empowers the Registrar to 
direct a conditional attachment of property prior to decision. 
Sucb a power may advantageously be extended. to cases of 
apprehended alienations by defaulters in the interval between 
the passing of tbe decision and the actual initiation of execution 
proceedings 

The Land Revenue Code should be ameuded so as to provide 
for the attachment of immovable property sought to be proceeded 
against for the realization of societies' dues 

When a judgment-debtor voluntarily deposits the decreed 
amount subsequent to the initiation of execution proceedings. he 
need not be required to pay the usual percentage contribution 
towards costs, in.ca.ses where execution has not actually been set 
on foot and no cost has therefore been incurred 

Where there are more decrees than one requiring execution 
against the same official, the head of the office concerned mllst 
be required to make rateable distribution of the permissible 
amount among all the decrees 

Apart from cases where decrees have been obtained. heads 
of offices may well co-opcrate in making periodical recoveries 
from the salaries of employees who ha.ve agreed in writing to 
this mode of discharging loans contracted from societies 

In order to protect office-bearers of societies from uuneces
sa.ry harassment, the Registrar should be given an opportunity 
to examine all cases of alleged misconduct on the part of 
Il;lembers of managing 'committees, before criminal prosecutions 
~'launched ... • •• 

!:iimilarly. in. cases of civil liability, not falling within the 
aefinition of a dispute, it must be made obligatory to serve a 
notice on the Registrar at least two months before filing a suit 
a.gain~ so'Ciety or its managing committee, so as to give the 
Registrar sufficient opportunity to look into the matter and save 
the society from unuecessary litigation 
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CHAPTER XI. 

GUIDANOB AND CONTROL. 

Subject to the considerations lhat the ultimat-e goal is the PAGES 
development of a genuinely co-operative self-contained organiza.-
tion, and that a (lemin measure of external supervisiou and 
control is indispensable for the safety and steady progress of the 
movement, the aim should be as far as possible to popularise the 
movement as a whole, and to promote a sense of responsibility 
among the members of societies. Official control should be 
slackened wherever possible . . ... .,. 189 

It is desirable to revive the scheme of Honorary Organizers 
on improved lines u.s soon as financial conditions will permit .•• 190 

The Mysore Co-operative Institute may be reconstituted on 
a more satisfactory basis, with well d!llined objects which will be . 
carried out continuously through the year, and with a sufficiency 
of funds made up partly by an enhanced Government grant but 
mainly by contributions from societies in the State according to 
their ",orking capital or net profits or other recognized basis of 
computation. 'l'he management must be vested in a Board 
representing all the main types of co-operative activities and 
interests in the State, and including a few members (not 
necessarily officials) nominated by Government and connected 
with important branches of business or industry 192 

In addition to the Provincial Co-operative Conference atthe 
Capital, District and T..Iuk Conferences may also with advantage 
be held occa.aionaUy ....•• 192 

It is desirable that the Registrar should at least once a year 
arrange for a periodical Conference, attended by selected officials 
of the Department and by non-officials iuterested in the working 
of co-operative bodies, for the discussion of important matters 
connected with the movement 192-193 

Urban institutions should be' encouraged and helped to hold 
special Conferences (either separately or as sections of the 
Provincial Conference); so also honse-building, stores and other 
special types of societies 193 

Both official and honorary workers should be encouraged to 
study co-operative developments in other parts of the country... 193 

The Registrar should contrcl the Bupply of outside loans 
and keep a watch over the large sums deposited by the public. 
The maximum ·borrowings of all classes of societies and the 
adoption of the ruling rates of interest should be under his 
general CGntrol. The Registrar muat remain responsible for the 
control of audit nntil the movement is strong enongh to arrange 
for an independent audit ~stem which will command 
general confidence. The Registrar should have power to revise 
an award or order of an arbitrator in order to rectify obvious 
errors resulting in injustice or hardship 194 
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Suggestions are made regarding the qualifications, statuB 
and training of officers selected as Registrar, and Deputy and 
'Assistant Registrars .... .. 

Superior Having r .. gard to the heavy and growing work of the 
SCo.'!.FIliDg Registrar's Office; it will be desirable to depute one of the 1_. 

Subordinate 
Controlling 
Slall. 

Assistant Regist~ars exclusively to help the Registrar in that 
work r" 

It will be desirable to bave a separate branch of the Depart· 
ment, under the Deputy Registrar, to deal with the agricultural, 
industrial and other non·credit sides of Co-operation, which have 
not heen sufficiently developed, as well as with the Land Mortgage 
scheme . __ 

As it will not be possible for the rema.ining officers to 
look after the district work satisfactorily, it will be necessary to 
increa.se their number by two, on the view tha.t abont 300 socie
ties form an adequate charge for !l Divisional Officer 

There may ordinarily be two grades of Assistant Registrars, 
one on Rs. 160-25/2-250 (the same as for Amildarsl, and 
another on Re. 250·40/2-450 (as for Assistant Commis
sioners) promotion to which should be by special selection only. 
The Deputy Registrar may be given the same grade as a Senior 
Assistant Commissioner, namely, Rs. 500-60/2-600 

Men who are markedly inefficient or have no aptitude for 
eo-operative work should be weeded out by retirement or hy 
transfer to other duties. Recruitment should hereafter be 
conlined to graduates, preferably those who have taken up 
Economics as their subject, and have had training in Book·keep
ing and Auditing. Selected candidates must undergo training in 
Co-operative Law, Finance and Practice. Every Inspector 
should be able to do audit work as part of his duties 

About 35 to 40 societies is tbe largest number a single 
Inapector can efficiently attend to. On this basis, it will be 
necessary to increase I.he number of Circle Inspectors from 42 
to about 55 

It will be desirable to have, in addition, one Inspector for 
each Assistant Registrar's charge who will be concerned mainly 
with liquidation, statutory enquiries, a.nd other speciGl duties 
entrusted to him - -

Inspectors Illay be in two grades, one on Rs. 40 rising by 
annual increments of Be. 5 to Rs. 71); and another rising from 
Bs. 80 to Ra. 125 by annual increments of Rs. 5. The number 
of men in each grade should be so fixed as to allow of a fairly 
free flow of promotion 

, The stamp of men at present employed as Supervisors is 
unsatisfactory. Selections should be made from men who b .. ve 
passed a qualifying examination. There should be scope for the 
appointment of exceptional men among Supervisors as Inspect?rs. 

Co-o1'<l100,1"" Co-ordination'between the Departments of Co-operatIOn, 
to,wet::, to Agriculture and Industries is absolutely essential if the full 

epar on . benefits of the act~vities of these Departments are to be available 
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to the people at large. This will be greatly facilitated by the 
formation of a Committee consisting of the Heads of the Depart
ments mentioned a.nd presided over by a Member of Council .,. 

SubstantiaJ progress in non-credit forms of co-operation can 
only be secured if expert advice is liberaJly given, whether 
directly by the technical Department concerned. or through the 
loan of technica.l officers to the Co-operative Department 

The active support and sympathy of loca.l revenue officers 
will be more largely secured by their being given a place on 
local associations or branches of the Provincial Co-operative 
Institute 

No important change of policy should be elllbarked upon 
without consultation with responsible non·officiaJ opinion. As 
one means of making such opinion always' available when 
required. the Committee supports the suggestion made for the 
formatiou of an Advisory CommitteEb-at first wholly nominated 
~onsisting of representatives of different types of co-operative 
activity. of banking and commercial business, and of law. Such 
a Committee should be of special help in connection with the 
frsming aud alteration of rules, by-laws and forms of accounts .... 

The proposal that representation on the Legislative Council 
and increased representation on the Representative Assembly 
should be given to the co-operative movement is commended for 
favourable consideration 

~artioipot;o.. The restriction recently imposed, by which Government 
'Y Gov ..... - officers 'and officials are required to obtain the previous sanction 
:nen' 
....... 10. of Government (through their Depa.rtmental Heads) before even 

standing for election or re-election to committees of CentraJ and 
urban soci~ties, may be removed and the earlier rule reverted to ..• 

In concluding this Report, the Committee wishes to 
express its sincere obligations to the ladies and gentlemen 
who came forward as witnesses to give evidence, and to 
the several institutions and individuals who furnished 
written replies and memoranda of opinion. 

Grateful aoknowledgments are due to the Govern
ment Secretariat and to the Registrar's office for the 
readiness with which reference files, figures and other 
inform~tion required were made available, and to the Gov
ernillent Press for the neatne,!ll! and expedition with which 
it executed all work sent on behalf of the Committee. 
Apart from Mr. Mehkri's membership of the Committee, 
his co-operation as Registrar contributed not a little to the 
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efficacy of the arrarigements for the Committee's tours and 
conferences. 

Finally, the Committee desires to record its cordia! 
appreciation of .the services rendered by the Secretary, 
Mr. N. Madhava. Rao, during the whole period of the 
Committee's work, as also its recognition of the efficient 
inanner in which the members of the staff have discharged 
their duties. 

K. S. CHANDRASEKHARA mAR, 

Chairman, 13th JUly 1936. 

A. V. RAMANATHAN, 

13th July 1936. 

R. RANGA RAo, 

subject to a Note. 

N. SESHASASTRI, 

subject to Note of dissent. 

A. KBISHNA RAo, 
subject to Note of dissent. 

E. N. NATESAN, 

13th J'Illlg 1936. 

J. M. IMAM. 

M. G. MEHKRI. 

C. S. R. RAo. 
K. CHENGALABAYA REDDY. 

N. MADHAVA RAo, 
Secretary. 



NOTE 01" DISSENT. 

POI£tJTS MId Bespon8ibilitia of Committ«a.. 

While we agree with the reoommendation and are in 
general agreement with the observations made in the 
Report regarding this snbjec~ we wish 50 state our views 
clearly and definitely. i'hH the general body of a Co-ope
Jative Society is lhe supreme anthority &nd that im 
committee of m&nagemen5 should noS be placed beyond 
ita control are propositions which we fully endorse. The 
general body of a Society, especially of one wiSh a large 
membership, shonld lay down the policy, from time 50 
time, &nd leave ev~ kind of executive duty for carrying 
ont that policy 50 the committee of managemenL This 
ii absolutely essential for a healthy &nd proper working of 
a oo-operative institution; &nd -hence, as stated in the 
recommendation, the by-laws should be quite clear &nd 
definite as regards the aJlocation of functions between tbe 
general- body and the committee of management;. The 
point raised by many of tbe witnesses that were examined 
was the extent 50 which the general bo:)y can in5edere 
with and revise the actions of the managing committee 
under the powers oonfened on them by the by-IaWil. H 
the by-laws, while conferring a oertain power on the 
committee, reserved to the general body the power of 
revising the action of the committee when B exercised 
that power, there is no diffionlty at alL The dillicnlty 
arises, as pointed ou, by some wBnesseB, in cases where 
the general body wants to revise and set aside the acts of 
the committee of management done in exercise of the 
powers conferred on the committee -by the by-laws and 
where the general body has not reserved for itself the 
power of revising such acts in the by-laws. The majority 
of tbe mewbere of this committee are of opinion that the 
general body, as the supreme anthority, bas got the 
inherent power to revise the actions of the committee of 
w&Dagement and there need be no sooh reservation in the 
by-Ia\\·s. We are unable to agree to this position_ When 
it is said that the general body is supreme in aJl mMters 
affecting the admjnjs~on of the Society, it can only 
mean that it is 1IIlpr8_ IIlIder u.e L4rD (Wol1f's Peoples' 
Bank, page 2(0). Since the by-laws of a Society are 
as much law as the Regulation and the Rnles framed 
thereunder, they are no less binding on the general body 
than on the committee of management. The general body 
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cannot claim to be above its own by-laws. If the general 
body has got the inherent power to interfere with the 
actions of the committee done in the exercise of the 
powers conferre!l by the by-laws, then the &Ilocation of 
functions in the by-laws, instead of being quite clear and 
definite in these respects, will be vague and indefinite with 
the consequence that it destroys the sense of responsibility 
of tbe management and the managing committee would 
only function to the minimum extent possible, thereby 
depriving the institution of the full benefit of the services 
of the committee. It is not right to say that when the 
general body has not specifically reserved for itself the 
power of revision over the actions of the managing com
mittte it possesses a.n inherent power of such revision even 
in cases where such actions are sanctioned by the by
laws. Whenever the general body feels that any power 
conferred on the managing committee is not properly 
exercised by that committee, the proper course for the 
general body is to dismiss that committee and instal a 
new committee who would carry out their wishes or to 
amend the by-law withdrawing that power, or reserving 
for itself the power of revision. In this view we are 
supported by no less an authority than Thomas Hughes 
and Edward Vansittart Neale who in their work" Foun
dations: A study in the Ethics and Economics of the 
Co-operative Movement," p. 119 have stated: "Another 
matter bearing on the internal management of Societies 
deserves notice; because very incorrect ideas often prevail 
about it. This is the powers of general meetings, more par
ticularly of special meetings. It seems often to be supposed 
that tbe resolutions of sucb a meeting override the deci
sion of the committee of management on matters expressly 
assigned to tbem by the rules without any reservation to 
the members of a revising power. But this is a. complete 
mistake. 'l'he rules bind a.ll tbe members, and tbe acts of 
any officers of tbe Society under the powers given them 
by tbe rules have the force of the rules, and can be set 
aside only in a way consistent with them. Where the 
rules are 'silent, a Society, as a body corporate, ha.s power 
to bind its members -by resolutions pa.ssed at a meeting 
properly convened until some other meeting similarly 
a.uthorised rescinds or varies them." 

QualijiGations for Membership of Oommiitells. 

It is urged by some that in order to become a member 
of the oommittee of management in a co-operative Society, 
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persons should ha.ve some tangible stake in the institution, 
e.g., holding of a. certa.in number of shares or of a fixed 
deposit, to ensure that members so elected will act with 1\ 

greater sense of responsibility,' than one without such 
stake. On the other ha.nd, it is stated by others tha.t co~ 
opera.tive institutions, being democra.tic in their nature, 
should not impose any restriction on any. member to be 
elected to the managing committee, however small ma.y 
be the material stako he has in the institution. This 
problem does not arise in primary rural Societies wbere 
the lia.bility of members is unlimited and as such the stake 
of any member of such Society is the same as the stake of 
any other. The question becomes of importance in 
Societies where the lia.bility of the members i3 limited and 
such Societies are mostly urban institutions. In these 
institutions mutual knowledge of members not being 
essentia.l, the number of members are usually large who 
belong to ma.ny classes occupying different stations in 
life a.nd differing widely in culture and outlook. These 
institutions IDs.inly depend for their finance on large local 
deposits which can only be secured if the investing publio 
have got the confidence that the ma.nagement is in the 
hands of a truly responsible body of men with sufficient 
stake in the business. Everybody admits that the 
management should be in the hands of honest and capable 
men who feel a sense of responsibility and who are imbued 
with co-operative principles and have adequate tmining 
and experience. In a large institution with a large 
number of members, a selection will have naturally to be 
made to manage the affairs of the institution from among 
those who have got the above capacity; and it is not: 
possible to entrust the management to a small body of 
men in turn every year, irrespective of their ca.pacity and 
character, on the sole ground of membership aml on the 
principle that every member should have his turn in the 
managment. It is not 80 much a. question of prescribing 
a qua.lifioation but it is more a question of prescribiog a 
disqualification so as to exclude men who have not the 
necessary capacity; this implies a selection and thc 
diffioulty arises in determining who has got that ca.pacity 

- and who has not. If the electorate is sufficiently intel
Ii_g~l!t and' ed~oated and acts wi~h a full ,*:nse of respon
SIbilIty there IS absolutely no difficulty, smca the choice 
will be made with. discernment. But experience of 
elections in the cities has been to the contrary. The 
tllrmoil of keenly oOQtested eleotions to the committee of 
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Illanageruen1i of these institutions which has now become 
a. regular feature and some of the practices which are 
llnfortunately becoming current at most of these elections 
are not bringil?g in proper men to manage these institu
tions. Hence it becomes necessary to impose some 
restriction to prevent unqualified persons from entering the 
managing committees. It becomes necessary, therefore, 
to prescribe some qualification which would assess a man's 
stake in the Society. The easiest form to do this is to 
prescribe a minimum share or deposit qualification. This 
would not be against. co-operative principles, as holding 
less than a. specified number of shares is recognised as one 
of the disqualificatioDs to be a member of the committee 
(Calvert's "The Law and Principles of Co-operation" 
Third Edition, page 185). Moreover, these urban insti
tutions are not really co-operative as obsel'ved by the 
Maclagan Committee and are more in the nature of joint
stock banks as observed by the Townsend Committee, 
and their co-operative character consists not with regard 
to managment but in the manner of the distribution of 
the profits as observed by Professor H. L. Kaji in the 
iJitroduction to the work" Co-operation in Bombay." The 
prescribing of a share qualification is stated in the Report 
as pandering to the unhealthy desire for high dividends 
and concentrating power virtually in the hands of a small 
capitalist clique. We cannot agree with this view. The 
Regulation itself prescribes the maximum interest which 
a member can have in the share capital of a Society and 
also limits the vote of a member to one irrespective of the 
number of shares he holds, and the Rules fix the maximum 
rate of dividend that can be declared by a. co-operative 
institution. Under the present Regulation and Rules 
thereunder the maxirilum amount of dividend which a 
committee member can hope to get is rupees seventy-five 
per annum. Besides, it is not the mana.ging committee 
but the share-holders assembled at a general meeting who 
fix the rate of dividend payable on shares. This is surely 
not an inducement for a capitalist to work at! the year 
through as an honorary worker without any other material 
advantage. We are of opinion that business efficiency 
demands that the membel'S of the committee of 
management shall have some stake in the institution and 
as such we recommend the adoption of a rule in the case 
of urban Societies similar to the following rule prescribed 
for Central Banks in Madras: "An individual member shall 
not be eligible as a. member of the committee of a financing 
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bank unless he bolds such number of sbares or has 
iu vested in fixed deposits in such Ba.nk such amount, as 
may be fixed by the Registrar from time to time in 
consultation with the Committee of such Ba.nk." 

Restriction of the Number of Members in UJ'ban Ban!.·s. 

The mi.jority of' the members of the committee are 
of opinion that in 80me of the urba.n banks the member
ship is excessive at present and they recommend that it 
must be restricted to 1,500 or with the special permission 
of the Registrar to 2,000. But a similar rec')mmendation 
is not made as regards stores Sooieties which are a.t present 
working mainly in the cities with large membership. We 
a.re in complete agreement with the' opinion of the majority 
as regal'da stores Societie~. But we are unable to follow 
the reasons given for proposing this restriction in the case 
of urban Banks. It is stated in the Report that the 
oonsequence of this excessive membership has been" that 
tbe management is unwieldy and the interests of members 
are not properly looked after." Such a colIlplaint has not 
come to our notice either in the course of .he enquiry or 
otherwise. The management of an urban Bank is not so 
oomplicated and difficult as that of a large stores Society. 
Whp.n there is no need to restrict the membership of a 
large I!tores Society, we fail to see the reRson fer restricting 
the membership in urban Banks. The Mysore Co-opera
tive Committee of 1921 (Samaldas Committee) in their 
report recommended that the membership of urban Banks 
should not exceed 300 and the Govemment accepted that 
recommendation. Notwithstanding the orders of the 
Government. urban Banks were allowed to take in more 
members and the department actually encouraged this 
conrse with the consequence that almost all the urba.n 
Banks have now a membership from 300 to 3,000. As 
sta.ted in the Administration Report for 1934-35 " the 
majority of these Sooieties are well formed and well 
worked." In our Report also it is stated tbat "the urban 
banking movement has taken deep root and is generally 
developing on proper lines." If in any partioular urban 
Bu,nk the interests of its members are noli properly looked 
after on ac'count of its unwieldy membership, the remedy 
lies in introducing suitable meth()ds to make the ma.nage
ment of that Bank more efficient. 

One of the cardinal principles of Co-operation is the 
principle of unrestriQted membership. The practice of 

l6* 
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not admitting new persons to well-established institutions 
is condemned. as unco-operative by such· well-known 
authorities on Co-operation' as Henry Wolff. It is 
suggested that the people may establish new Banks to get 
the services they want, but it is not very easy to start 
p.ew organisations and develop them so as to provide the 
members with all the credit needs that a well established 
old institution can supply. Anders Orne, the great 
Sweedishco-operator, in his book on ., Co-operative Ideals 
and Problems, " says " To try to meet the needs of a big 
city by means of a·net of small Societies, with local and 
very limited spheres of activity, is in tbese times simple· 
folly." 

Bombay Presidencywbich, as recognised by all, has 
v.ery successfully developed the urban banking movement 
has not placed any restriction on the number of members 
to be admitted to urban Banks, a few of which bave a 
membership of more than 10,000. . The Townsend 
Committee of Madras has reported that there is no necessity 
to restrict the number of members and observe "As 
indicated above however we think that the business of 
these Banks is more technical than personal, and that 
mutual knowledge among members it! of little consequence 
when the liability is limited. Technical knowledge is best 
obtained when adequate payment is made for it, and the 
larger the Bank is, tbe larger are the funds available for 
such payment." Our urban Banks have developed and 
have heen working on the lines of the Peoples' Banks in 
Europe. The latter have not placed any restriction of 
the kind now proposed but on the other hand many of 
them are working successfully with members exceeding 
10,000. 

. An unwieldy membership will make, no doubt, the 
meetings of the general body. more disorderly and less 
effective to control the executi-.e. But even a. member
ship of 1,500 is too unwieldy to ena.ble each one of the 
share-holders to make his voice felt in the meeting. This 
is a difficulty which applies equally to large stores Societies. 
whose memhership is not proposed to be restricted. The 
remedy lies. therefore, not in curtailing the number of 
members hut in changing the constitution of such Societies. 
This problem has been solved by co-operators in Europe' 
and Japan by the introduction of what is called the 
representative system. Under this sysliem, the members 
of a Society are grouped into different wards and each 
ward elects its own representatives' who' together with 
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the similar representatives of other wards constitute the 
general body of members for the general meeting of the 
Sooiety. I t is umiecessary for our present purposes to 
desoribe in deta.i1 the system referred to a.bove, a.nd the 
deta.ils can be got by referellce to Digby's" Digest of Co
operative La.w," and wa.ny works of well-known authors 
like Mr. and Mrs. Sydney Webb, Anders Orne, eto. eWe 
would recolllmend the aruendutent of the Co-operative 
Regulation to ena.ble large sooieties to adopt suoh a 
system. 

Appmpriat-ion oI Amounts Realised 'under Decrees. 

The majority of the members have recommended 
that in cases where payments are received by a Society 
from a person towards the dues on a decree, all suoh pay
ments must be oredited first towards the principal a.mounG 
due, and after the principal amount has thus been fully 
recoverea the balanoe remaining should be appropriated 
towards the interest due. We are unable to agree to this 
recommendation as it is against both the existing law 
and the principles of equity. Aocording to present law, 
whenever a part payment is made towards a decree debt, 
the decree-holder has got the l'ight to appropriate out of 
the amount so paid a sum sufficient to cover the acorued 
interest if interest is allowed in the deoree, and the balanoe 
if any towards the principal. By compelling the deoree
holdor to appropriate the part payments made towards 
the principal amount, though interest has ILOcrued till the 
date of the part-payment, the decree-holder will be put to 
further loss, beoause the amonnt of future interest will 
have to be calculated on a lesser sum of the prinoipal 
than what it would be if the appropriation was made 
acoording to law. This is showing an undue advantage 
to a person who hQ,S defaulted and who has been removed 
from membership, while a person who remains a member 
and makes regular payments is denied this privilege, 
whioh is unfair to members who pay regularly their dues. 
It is not very uncommon for judgment debtors to spread 
the payment of their deoree dues over a nuruber of years. 
If what is paid in instalments should be appropriated 
towards the prinoipal amount first and the payments 
made in later years towa.rds the interest due, then the 
Sooiety will have to show as profit the amount of interest 
reoovered only in the year when the last payment was 
made and when no prinoipal amount wa.s due and take 



238 ROTE Ok' DtSSENT 

that amount for distribution as dividend for the benefit 
of such members who are members of the Society in that 
year and not among those who might have ceased to be 
members. This is very unfair as regards the latter class 
of members who would have probably got the greater part 
of the benefit in such year if the payrnents made had 
been appropriated during that year first towards accrued 
interest and the balance towards the principal. 

A. KRISHNA RAO, 

N. SESHASASTlU. 



The note 011 page 174 gives a brief summary of my 
views in the matter of the disposal of co-operative disputes. 
As my views differ vitally from the other members of the 
Committee .I may be permitted to explain ,my position 
a little. 

The present system of dealing with co-operative 
litigation was one of the several ooncessions granted to 
the Co-operative Movement when it was introduced illto 
the State and was designed to promote the needs of a 
movement still in its infancy. It depends for its success 
upon several conditiolls. l!'or instance, it requires that the 
number of Societies should be few, that members should 
be carefully selected, that loans should be granted after care
ful scrutiny and that suits f,hould be filed only after friendly 
methods of recovery have failed. One may suppose that 
these conditions did obtain in the past but they do not 
obtain now. Societies have increased in large numbers. 
We have had evidence that membership is all but auto
matic, that loans can be had for the mere asking and that 
friendly methods of recovery are totally absent. This 
has naturally resulted in a large increase in the number of 
suits. In fact the very features which made for the 
suocess of the present system at an earlier period detract 
from its value under present conditions. Societies know 
that in filing suits they have to incur next to no expendi
ture, have no complicn.ted points of law to answer and no 
hostile exarnination to go through. Briefly, the position 
is th&t while the defenda·n~ is sure that his case is in the 
hands of &n impartial judge, the Society knows that they 
have a friendly judge in him. Let me add that in practi
cally all cases, the plaintiff is a Society &nd the defendant 
is a member. 

From the point of view of the department also, 
I think the present position is unsatisfactory. A co-ope
rative officer h&s to go into the midst of members of the 
Societies in his charge freely, educate them, persuade 
them, teach them as it will be of great help to him in his 
duties of propaganda, supervision, audit, organization 
and the like. In other words, he has to mix with them 
in a friendly capacity. 'But under present circumstances 
he is asked to neglect his legitimate duties and to appear 
among them in the harsh cha.racter of a judge a.nd go into 
questions of law for which he mayor may not be fit. It 

239 



'242 APPENDIX t 

NO'rE.-·ln replying to the questionnaire it i. requested that the 
following particulars also may be furnished al?ng with the 
replies :-

1. Name of the person answering ............................. .. 
2. Age: .............................................................. . 
3. Occupation ..................................................... . 
4. Residence ...... ......... ......................................... . 
5. c..ste and Community.. .............. ...... ..... ........ .. .. 
6. Particulars, if any, bearing on speci,,1 knowledge or 

experience regarding the subject.. ...................... .. 



QUESTIONNAIRE. 

l General. 

1. Is the eo·operative movemenL in lIIysore adv .... cing on sound 
and efficient lines? What, in your opinion1 are its principal defects 
and what are the appropri .. te remedies? . 

2. To what extent bas the movement resulted in reduoing tbe 
genemllevel of indebtedness, tbe prevalent rate of interest .... d civil 
litigation? In wh .. t other wa.y. b .. s it materially benefited the mem
bers of societies? 

3. Has the movement improved tb. moral and educational 
standards of tho members of societies a.nd promoted habits of tbrift and 
economy? 

4. Is there any complaint that the economic condition of tbe 
members has deteriorated as a resnlt of f"",ile credit? If so, i. it based 
on faots? 

6. Wbat steps do. you think should be taken to enoourage tb .. 
growtb of the co-operative mov .. ment by-

Cil Government; 
(ii) Non-official agencies. 

6. Do you tbink that the concessions and privileges now granted 
by Government to tbe co-operative movement sufficient? If not wb .. t 
furtber conce .. ions are needed ? 

7. W"'"t steps or prec .. ntions .. re necessary to prevent mis .. ppro
l)riation of funds in societies and bank.? To wbat extent are sncb 
wrongful p .... ctices prevalent among tbe societies? 

S. How f&r is it desirable or possible for co·operative societies to 
undertake 

(i) the conciliation of debts due by members to outside creditors, 
and 

(ii) the discbarge of debts conciliated in tbe .. hove manner? 

Wh&t leg .. 1 or otber f .. cilities are required to enable them to do so? 
9. Are there "ny purely "ommnnal societies in the State? How 

are they working? Are you in ravour of commnnal societies being 
organized for the general advancement of particular communities or for 
specific purpos"s ? 

10. How far m .. y the funds of societies be expended for charitable 
or philanthropio purposes ? 

11. To wbat .xtent are women taking part in the development of 
co-operation in the State, .. nd i~ there soope for their playing .. more 
import .. nt pert in it tban now? 

12. Is there a need for separate .ocieties for women, and wbat 
sbould the functions of sueb societies b" in your opinion? 

IS. Are women admitted as members of societies freely, and are 
they takicg equal advantage with men in tbe matter of loans and 
investmeuts? Do you recommend a.ny speciaJ concessions or restric
tions in the m .. tter of their admission as members of societies and for 
their election to Committees? 
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14. What; is the attitude of mOlloy-lenders as a class to the 
movemenf;? Is it Olle of hosf;ility ? Do you think that it is changing 
or likely to cb .... ge? In wh .. t w .. y ca.n the movement secure the 
co-ope .... tion of monoy·lenders ? 

15. Do you recommend any special legislaGion for the protection 
of borrowers f"om rlnscrupulous practiceR on the p .. rt of professional 
money·lenders both in the urban .. nd in rural .. reas ? 

16. Do you consider that the model bye-l&ws of societies and 
banks stand in need of any changes? If so, what modifications would 
you snggest ? 

17. What changes, if any, are neces3a .. y in the rules to minimise 
disputes arising witb regard to tbe validity of elections in societies and 
banks? What steps should be f; .. ken to facilitate a satisfactory disposal 
of such disputes? ' 

II. Primary Credit Societies. 

1. A,'c you of the opinion that the operations of 110 primary 
society should be limited to a particular area, SIlY, .. village? (At pre
~nt a society extends its operation over 5 villages on the average.) 

2. Do you consider the number of societies operating in any area 
al; present excessive? If so, is it desirable to reduce their number by 
cancellation or amalgamation, with other societies? 

3. Do members understand the principles of co-operllotion .. nd 
tealise their responsibilities as members of unlimited liability societies? 

'4. Has the unlimited liability basis prevented many people from 
joining socieliiss? Has'il; to any extent stood ill the way of societiss 
getting loans from outside? 

5. Is it desirable that. proposed societies sbould, before registr .... 
tion, be asked to work on probal;ion for a fixed period? 

6. "Do the Committees understand and discharge their responsi· 
bilities in the management oC-sociel;ies? ' 

7. ( .. ) Is it desirable to pay honoraria to Presidents, Secrel;aries 
or Committee members? If so, on what basis? 

(b) Will it improve the working of prim .... y societies if paid 
Secretaries are entertained either for a particular sociel;y or a group of 
societies? 

8. Are there !>ny instances of the office of President, Secretary 
or Committee member being nnduly appropriated hy the same persons 
for long periods; and if so, bas it worked to the disadvllontage' of the 
societies? What safeguards would you suggesl; 1;0 prevenl; this? 
.' 9. Do tbese sooiel;ies secure to their members adequate provision 

for shor~erm loans? 'Do members still go to tbe local money·lenders 
and if so, what remedy would you suggest for this? , 

10. Do these sociel;ies provide adequats funds for the granl; of 
long.tsrm loans also?' , 

] 1. Does the practioe prevail to any large extsnl; of members 
borrowing from private money-lenders for repaying to societies, only to 
borrow ag"in from societies to repay to the money· lenders ? ' 

12. Are you in f"vour of a member of a oredit sociei;y being 
I,ermitted to join any ol;ber oredit society, limited or unlimited? ' 

, 18. If a person is a member bobh of a oredi~ society and of a 
La.nd M:ortga.ge Society ol'orating in the sa.me &.rea., whal; alT .. ngemen~s 
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are necessary so that the interest. of one society - do not clash witli 
those of tbe otber? 

H. Are yon in ravonr of the introduction of .. eystem of compul
sory deposits in primary' societies in addition to share payment? If so, 
how would you want such fnnds to be utilised? 

15. To what extent, and snbjeet to what .... fegu .. rd., may agri
cultural primary societies be permitted to accept sbort-term fixed 
deposits and s",vings deposits. and to open ewrent accounts ? 

16. Dq you think that co-operative societies ean be freely 
employed as agencies for the grant of Taecavi and Land Improvement 
loans to agriculturists? Are tbere any legsl difficulties, and ill><>, what 
procedure would you suggest to OJeet tbem? 

17. Wb .. t i. the composition of tbe working c .. pital of your 
society? Give the figures under shares, deposits and loans, and their 
proportion to working capital? Is the proportion, in your opinion, 
satisfactory? 

18, Is it, in your opinion, necessary for the agricultural societies 
to confine themselves to the grant of short-term loans for cnltiva~on 
purposes ? 

19. Can the societies be made to work a system of loan. against 
cropa? 

20. Is it desirable, in order to avoid delays, to revise the present 
system of granting loane'to nlembers or replace the ssme by a system 
of norm;"l credits operated according to needs from time to time? 

21. Is the system of fixing maximum loans to members in 
proportion to the number 'of sbsres ... ~sr .. ctory? If not, on what basis 
sbould it be done .. nd by wbom? 

22. Are loons granted by Committees after careful consideration. 
with partiCUlar regard to IOmount, terms, periods of loan. repaying 
capacity of members and the most convenient seaSOD for repayment? 

23. Do Committees verily the bona fide:< of the purposes for which 
the loans are reqnired? Are loans always granted for neeful purposes ? 

24. What do xou think of the present practice of issuing loans 
for what are called • necessary purposes"? 

25. What means have Committees of satisfying tbemselve. th .. t 
lo .. n. sanctioned have heen properly .. pplied? Are tbere any instances 
in which· amounts mislOpplied or obtained on false pretences are 
reca.lled ? '. . 

26. To what exten~ if any. lOre bsno,mi lo .. ns g .... nted ? 
21. For wbat pUrposes are long-term loons generally takilO and 

utilized ? 
28. Are there .. ny instances of loans being issued to tbe ssme 

parsons who mutua.lly stand surety to one anotber ? 
29. Are tbere illstanoes of loans not really being repaid hnt 

shown as repaid and reissued? If so. wbat remedies do yon suggest to 
prevent the practice? 

30. What is the provision. if any, made in the matter of bad. 
debts ? 
, 31. Do Y'ln advise the system of disbursing dividends i>fte,. a 

fixed period or of ea.rrying them into an indivisible reserve? ' 
82. How should tbe reserve funds of sooiet.ies be invested? And 

if they are used as part of working capital, bow are tbe pl'Ofits earned 
thereou to be dea.lt with? 

38. What specific suggestions have you for reduoing the growth· '" 
of overdnes from members to societies and from societies to' financing-
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insMtutions? Are you in favour of classifying overdues as authorised 
and unauthorised as is done in Bombay? 
, 34. Is it desirable or feasible to make any special experiments 

in the matter of controlleif Productive Credit for raiyats, as is done in 
the Salem District of the M adraa Presidoncy? . 

lB. Urbau Bank. IUId Societies. 

l. What part ca.n an urb .. n bank advantageously play in the 
development of non-credit activmes? 

2. Would you have thenrban banks as Dlere money-lending in
stitntions, or wonId you like to nse them for purposes of developing 
banking habits for the benefit of co-operators; and if tbe latter, how 
would you propese to attain tbe obiect ? 

3. In order to attract all available capita.! in an urban area and 
witbout detriment to tbe efficiency and expansion of tbe movement, 
which is more advantegeous,-to bave one urban bank for the whole 
urban area, or to bave one independent credit society for each ward of 
an urban area ? 

4. If you are for a single bank for a whole urban area, shonld it 
work by opening up of br",nches or formation of sub-committees? 

5. Is it necessary to restrict the number of urban societies of the 
.ame kind operating in tbe ."me area? Wbat provisions are necessary 
to eliminate competition among tbem ? 

6. Should there be a. limit to the nnmb... of members to be 
admitted to each society and urban bank? 

7. What qualifica.tions or restrictions would you fix for a mem
ber to become eligible for election 80S a. Director? 

8. Do you think that it is necessary to define in the By-I8ows 
the respective powers of tbe Bo8ord of Directors and the Genera.! Body? 
If so, what are the pewers that should be -delegated to the Board of 
Directors gene .... lly to ensure efficient management? 

9. Having regard to the difficulty of genera.! supervision and 
control being exarci.ed by an unwieldy general body of an urban hank, 
what methods do you recommend for securing to them an effectivo voice 
without sacrifice of administrative efficiency? 

10. Is there any necessity for the establishment of Boards of 
Supervision in the e"se of urban ba.nks? If so, what should be the 
function of such supervising boards? 

11. Does the rule requuing previous sanction of Government 
being obtained for Government ollicia.!s standing for election to lbe 
directo .... te of societies work to the disadvantage of societies? Does 
the rule depdve societies of the services of enthusiastic co-operators to 
a.ny appreciable extent? 

111. With respect to urhan banks having a. large working,capital 
do you think that part-time and honorary service of members is 
sufficient to secur" efficient management or that a. full-time and 
adequately p.ud staff is necess,;ry 1-

IS. In particular, do you favour the idea of pAid Secretaries, 
with no seat on the Directorate ? 

IV. NOD-Credit Societies. 

1. Wh"t ateps do you recomm"nd to fa.oilita.te the- development 
of non-oredit societies of VlIrious types? Pl_ state to wh .. t type of 
sooiety you refer? 
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2. In what directions mo.y agricultural noo-credili co-oper&tive 
societies be developed in the ....... future? Is then> &By scope or 
dem&ad for developing such ty_ of .oeieties? 

3. Is it desirable or possihle for CXH>pel!ltive societies tu nnder
take rural welfo.re or reconstruction schemes? How is the coat of such 
undertskiogR to be met? WonId you &dvoea.te· the forma.tion of sepa
rate societies to undertake tbe work; if so, OIl what lines ? 

t. Have yon &Oy ohservatiODB to make reganling the starting. 
improring or extending tbe scope of the activities of the following 
kinds of co·operative societies :-

(i) Purch .. se societiea; 
(ii) Societies for tbe saJe of prod""" or atoek ; 

(iii) Soeieties for effecting improvemenfis, e.a., the digging of wells 
and tbe construction of bonds, .. &lis and fen ..... or the 
pleoting of bedges; 

Ii.) Societi... for the o.ggregation of fmgmented holdings and 
their distribntion in plote of reasonable size; 

(vi Societies for the co-operative use of agricnltural ow:binery ; 
(vi) Societies for joint farming; 
(vii) Cattle ru-iing soeietiea; 

(viii) 80cietiea for the pnrebase and sale of manure, seed, imple
ments. yarn etc. ; 

(ix) Soeieties for the marlrBting of agricu1tnral &ad indnstrial 
pradnefis, such as eggs, honey, boskete, mats, etc. ; 

(xl Soeieties for commou irrigation or common cnltivation, 
. common ownership of plant &ad ma.ebinery, ate.; 

(xi) Distributive societies or stores; 
(xii) Hoose Building Societies; 

(xiii) Grain Banks; 
(xiv) Soeieties for any purpose couneeted with agriculture or 

witb the betterment of vills.ge life, or with economic 
improvement of members, bot oot specified above; 

(xv) Co-operative Insnraoce Soeieties. . 

5. Wbere co·operative IiCbemea for joiot improvement, snch &8 

co-operative irrigation or co-operati~e fencing or co-opera!;ive consoli
dation of holdings, cannot be given effect to owing to the unwillWgness 
of a smaJI minority to join. do you tbink legislation sbould be introduced 
in order to compel sucb persons to join for the common benefit of aJl1 

6. Are there any special indnstries in your locality whicb are 
capable of baing developed on co-operative lines with or witbout State 
aid? 

'I. To what extent and in wbat direction should credit societies 
nndertake non-credit activities? Are any steps n"""Seery to develop 
these aetivitie.? 

8. Is it desirable to bave a separate branch of the Departmental 
stslf to deal with non-creilit societies? 

9. Does the managameot of non-credit societies require methods 
or "rr&Ilgements different from those obtaining in tbe ....... of credit 
societies? 

10. (i) Have yon any eriticismIo or IIIlggestiOns to off"" regarding 
the working of co-operative stores in the StAte ? (ii) SbonId sales be 
m ..... on cseh terms or may oredit also be allowed; and if 1lO. for ... hd 
period and up to .. bat limits? (iiiJ Should ...... be <:lODfined to 
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members or ex~nded to non-members also? (iv) Is a system ot 
rebates to members advi ... ble? 

11. (0 Is it prac~io .. ble at present ror Stores Societies to under
take the production of the articles of consumption in which they deal, 
and if so, wh .. t are the articles that they wonld be ahle to produce? 
(ii) C .. n the·v .. rious Stores Societies federate for the purpose 1'. 

12. Is it possible ,to ·directly link producers with consumers' 
societies? In respect 9t wbat com!D.o-iities particularly is this a .... nge-
ment possible? . '. . 
- 13_ How are tbe soJe prices to be fi"ed in Stores societies? Should 
it be in accord .. nce with the prev .. i!ing market rates or on a fixed rate 
b .. sis.? -

14.· Are tbere any speoi .. l ditlienlties in the m .. nagement of Stores? 
If so, wh .. t remedies. would yon suggest? 

15_ Wh .. t do you think of .. Central Store taking np tbe work of 
purcb .. sing goods on heboJf of prima.ry Stores? Can a.n indont system 
of purchase whicb has heen found successful in some places, be 
successfnlly worked in Mysore? 

CATTLE BIIEEDING AND DAInYING SOCIETIIlS. 

16. Do you consider that there is ~ need .. t present for ca.ttle 
breeding, dairying and • ca.ttle insnra.nce eocieties? Wh .. t special 
fa.cilities are required for their working a.nd development? 

HOUSE ;BUILDING SoCIETIES_ 

17- To wbat extent are House Building Societies a real necessity? 
What .. re their speci .. l difficulties, if .. ny, and what special facilities..re 
required for their proper development either from Government or other 
sources? 

18. Can the present system of gra,nting house huilding advances 
by Government to employees be entrusted to the House Building 
Societies, in particular areas at least? 

19. ;What is your opinion regarding the {ormation of a Central 
Housing Society. {or the whole State to which ali the House Build
ing Societies m .. y be affiliated? 

20. What system would you recommend for such Sooieties.-tbe 
·ownership. co-partnership or tenancy system? Is it possible for the 
House Buildiug Societies to take up the wholesale purcha.se, manu
f""tnre or supply of house building materials as .. Iso to undertake ,the 
busiIljlsS of. constructing houses? 

DEPIlESSED CLAss SOCIETIES. 

111. Have you any a"perienee of the worlring of dspressed class 
Societie.? Are they Working sa.tisfootorily? If not, what are tbe 
re&.sons for their failure? ; .' . .. 

1111. Should separate societies be organil'ied .. nd m"intained for 
the depressed 01&989s, or do you consider ·:that the members belonging 
to these classes shQuldbe .. dmitted, into general societies ? 

liS; Are tbese sooleties in need of any special-fa.cilities in regan!. 
to'management, funds,ingpection. ete,y. " . 
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GRAIN BANKS. 

24. Are ~'ou acqua.inted with tbe working of .. ny Grain B""k t 
'To what OIluses would )'OU attribute their l>resent uns .. tisf~clier)' 
position? 

INDUSTRIAL SOCIETIES. 

25. To whItt extent and in ""hllt directions ma.y the co-opera.tiv8 
movement be utilized for the development of cottage industries? 
What kinds 01 cottage industries do you think are most suitable for the 
purpose? 

WEAVERS' SOCIETIES. 

26. For what rea.sonS have the purcba.se and ... Ie societies for 
weavers proved compa''atively unsuccessful? Wha.t apecisl measures 
would you suggest lie improve them and lie assist the weaving industry 
generally? lR any concession from Government 01' from the Depart
ment of GOTemment necessary lie strengthen the position of these 
societies? 

CO-OPERATIVE INSURANCE. 

27. Is there any need to organi,.e a sy.tem of Co-operative 
Insurance in the State as a measure lie promote thrift? On what; 
liDes should it be worked? How is the working capital to be i·a.ised't-

BE'llTER LIVING SOCIETIES. 

!l8. Is thOI'll any soope;for the formation of Better I..iving Socie
ties in Mysore? 

EMPLOYEES' SoCIETIES. 

(GOVIlrmnent, RaUwall' and Wag ••• a ..... rs.Y 

29. (1) How far have Employees' Societies sncceeded in .. eliev
ing the indebtedness of mambe ... and prevented their resorting to 
priva.te money-lender.? Are the members getting the full benefit of 
f.cilities made a""ilahle lie them by tbe Societies and eltercising their 
full rights as mem be ... in the management of their Societies? 

(2) Have you (as the head of an office or otherwise) any 
suggestions lie make rega.rding the present procedure in regard to 
attacbment of tbe pay of employees? Are the number of suoh attsoh
ments decreasiDg or increasing? 

(3) Are you ill favonr of promoting specisl P .. ovident Fund • 
. Thrift or Compulool'y Insut'B.nce schem... through Co-opera.tiv& 
agenoies? 

V. Central Fin.Dei", Inlliluticml. 

1. Ha,'s you .. ny criticisms to offer on the present constitution 
and management of Central finaneing in.titntions ? _ 

2. I. it necessary lie have Central Banks lie finance the primary 
societies directly, 01' would it b. better to lca.ve the work of fin.mcing 
all tbe societies in the State in tbe bands of the Provincial Apex Bank 
throngh its own looal branohes? If so, will one Central Bank suffioe 
for the wbole State, or is it necess .... y f;o h .. ve one Central Bank for 
each district or group of distriote ? 

17 
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3. Should the Provincial and Central Banks h .. ve the power to 
borrow for longer terms by issue of debentures, or should this business 
be left to the Land Mortg,.ge Ba.nks ? ' 

4. Are you in favour of the Provincial .. nd Central B .. nks estah
lishing branches in districts a.nd taluks ? 

5. What are .. or nnmher of societies Clm·.. Centr&! B&nk most 
effectively serve? . 

6. .. Are you in favonr of the elimInation of individual share-holders 
in the central institutions? 

'1. Should the borrowings of prima.ry societies be limited to the 
amount of sh .. re capital held by them? If not, wb at otber limit 
should be fixed ? 

8 .. Is tbe practice of granting loa.ns for 10 years or mOre by 
cen~rsl institutio1ls financially unsound? 

9. 'What proportion of the funds of central institutions should be 
eJ;llployed in the grant of long-term loans, and for wbat periods? 

, 10. To what extent is uniformity desirahle and pessible in the 
rates at which various banks accept·deposits? ' . 

11. 10 it necessary or desirable for central institutions to further· 
reduce their lending rates 1 . 

12. Do you consider the system of central institutions holding 
the reserve funds of societies satisfactorY? ' 

. 13. Are the present arrangements for the maintenance of fluid 
resources adequate? 

14. Is any distinction made by central ;n.titntions in their 
treatment of societies with limited and nnlimited liabilities ? 

15. (1) Is it necessary or desirable to permit banks to advance 
loa.ns to non-memher depesitors on the security of their deposits? 
(Vid6 Seetion 29 of the CO·ope ..... tive Societies Regulation). 

(2) How far is it possible to attain the same object by a. condi
tion a.ttached to the acceptance of deposits that a portion of the same 
may be returned to the depositor at his instance on a reduced scale of 
interest according to the length of the period already elapsed? 

16. Are· there any special agencies employed by the central 
financing institutions for the collection of arrears? What speci&! or 
addition&! agencies would you suggest? 

11. Is it desirahle that the execntive ma.nagement of a. central 
ba.nking institution should vest in a paid Secretary or Manager under 
the control of tile Board of Dirootors? 

18. Do you think it advisable for prim&ry societies to hav& 
dil'ect financi&! inter-relationship with one another? _ 

19. How far is it desirable to insist upen every primary society 
"ffiliating itself with the centr&! financiug institntion? 

VI. Land l't'Iortgage Banks and Societiel. 

1. Have you a.ny suggestions or criticisms to offer regardiug the 
system a.nd working of the La.nd Mortgage B&nk a.nd Societies? 

2. Is mors than one Land Mortgage Ba.nk necessary in the 
State? What is the maximum area over which a La.nd Mortgage 
Society can effectively operate? . .. . 

S. Have the Land Mortgage Scoieties been able to alford suffici
ent relief to indebted persons in tne area of their operatiol1s ? If not. 
what are the l'6asons for the f .. ilure ? 
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4. Should the Land Mortgage Societies grant short-term loans 
for their curren I need. to members whose prior dehts have been 
redeemed hy them? If 80. how are they to be financed for the 
purpose? 

Ii. Wif;h It view to relieve rnraJ indebtedness to .. l .. rger extent 
than now. is it desirable to increase the number of. Land Mortgage. 
Sooieties ? If so. how are tbey to be provided with the finance they 
will need for the~ long-term opsrations ? 

6. Is tbe La.nd Mortgage Bank. in your opinion. tb. most 
suitable organization to meet the demand of agriculturists for long
term credit? 

7. Is it possible to .. r .... ng. for the transfer of the existing long
term loans in co-operative Societ;'s to the Land Mortgage Bank? 

8. Is it d ... irsble to centralise the issue of debentores for tbe 
Land Mortgage Bank and other centrsl co·operative financing institu
tions in the State ? 

9. Have 'you any suggestions to make to induce the general 
public to buy debenture. issued by the L .. nd Mortgage Bank more 
freely? 

10. How should the value 01 mortgage soourity be .... e.sed? 
Should a paid staff be employed? If ao. who should pay for it? 

11. Are there oomplaints of undue delay OD the part of La.nd 
Mortgage Societies in the disposal of loon applications and the dis
bursement of the amounts after sanotion? If so. can you suggest ways 
in which suoh delays oould be minimised? 

12. Should the organi~ation and supervision of Land Mortgage 
operations be entrusted to " special staff linder the Registrar ? 

VII. Finallee and AeeoUJIta. 

1. Do you consider tbat the co-operative movement is in a sound 
finanoil.l condition? 

2. It is understood that the Apex Bank had to refuse fresh 
deposits ... it had large sums ",maining idle in its po .. ession; oan yon 
suggest any means of remadying this state of affairs ? 

S. Are you of the opinion tbat the policy of using fixed deposits 
in co-opemtive societi .. and hanks for financing long-term loans is 
sound? If so. subjeat to what conditions a.nd safeguards may suoh a 
polioy be pursued ? 

4. Tbe proportion 01 long-term to short-term loans in Mysore ia 
understood to be about equal. Do you think this to be excessive or to 
require reotifioation? If so, what mel\Sures would you suggest? 

5. Do delays in the disposal of lo"n s.pplieations ocour frequently? 
If so. oo.n they be avoided? Do they deter members from applying for 
sbort or long term loans? > 

6. Is there any reason to think that an nndue proportion of 
loans are monopolized by a compa''Ilotively small number of borrowers 
( ... y in sums exceeding R •. 5.000)? What restrictions. if a.ny. would 
you imposo on them 'I 

7. Are the existing rates 01 interest, ordinary or penal. on 10"DS 
IiO members or societies or on deposits made hy them, axceseive in your 
opinion, and do they require to be reduced? If so. to what extent? 
.. 8. Is the.'8 a.ny gres,t disparity between the borrowing and tbe 

lendinll rates? 
18 
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9. To what extent is the alarming increa.se of overdues due to 
economic depression. and to what extent to other causes? 

10. Is the increase of overdues such as to affect the proper 
working of the societies? How far is there a need, in view of the 
present economie conditions. for the grant of extensions of time or for 

• ~asing the repayments and reducing or remitting ordinary or pena.! 
mterest due by members; or should the societies ta.ke effective steps 
aga.it'st the defaulters as under normal conditions? . 

11. Do you advise the appointment of a special.staff for the 
recovery of overdues in the Districts wbere tbe arrears are very 
heavy ? 

12. Has the principle of unlimited liability heen applied so that 
the whole liahility on liquidation is unfairly laid on a small minority 
of the mem bers ? 

13. Is it desirable for a society ordinarily to t .. ke a loan in 
another society or bank to repay deposits? 

14. Have you any sngge"tions for simplifying -the a.ocounts of 
societies? 

VIU. Organization. 

1. Are the arrangements obta.ining in the State for the organi,..,· 
tion and formation of societies sstisfactory? Do.you think they could 
be improved ? 

2. Is there necessity at present to organize new societies. and 
who should organize them? What qualifications should the orgauizers 
possess. and what instructions should they give to tbe Committees and 
the members of new societies? 

3. The Registrar's report shows that the management of some 
societies is sla.ck and indifferent and of some others wilfully injurious. 
Have you any snggestions for the re·organization of such societies? 
. 4. Do you consider that the registration of more tha.n one 

society of the same type in the same area. is objectionable? What "'" 
the cironmst.ances nnder which more than one society may he 
registered? Is it necessary to attach any conditions before they .. ro so 
registered ? 

5. When there are more societies of the same type working in .. n 
area. how is co-ordination between them to be secured ? 

IX. hutrudioll and Propagaada. 

1. Are thereenongh fo.oilities in the Stale for providing adequate 
training in co·operative principles and practices for the staff employed 
by Government and the societies ? 

2. Is it desirable to have· a Centro.! Co-operative School 01' 
Institnte for providing courses of instruction and training for officials, 
office be .. rers and others engaged in . co-operative work? On what 
lines should it he organized and how is the cost to be met? 

9. Is the staff now engaged by the Department suffioient to cope 
with the increased volume of work? 

4. Have you any suggestions to offer for waking the existing 
arrangements for propa,ga.nd .. more effective and adequate? 

5. Is it desirabl'l to orse.te .. special body for dealing with propa-
ganda work? . 

6. Is the present scale of pay sufficient to attract men of the right 
type with the requisite qualifications t;o t .. ke up oo·opera,tive work allier 
proper training? -". 
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1. Audit is .. statutory function of the Regist ... r. In what .... es 
and to wh .. t ex~ent should sooieties contribute towards tbe cost of 
.. udit? 

2, Do you consider that the present arrangements for .. udit of 
societies are adequ"te and satisfactory? 

3, How Car i. it desirable to maintain the present system of 
official audit? Is it advis .. ble to repla.oe it by a ay.tem of non· offici .. , 
audit under .. centralized provincial ageucy like the Provinoial 
Co-oper&tive Institute ? 

4 Is there any oomplaint th .. t audit is not fully independent and 
impartial, and is there a need to give wider leg"l powers to .. udilors to 
en .. ble them to do their work properly? 

5. D" the pr ... ent ",rangemen!. for audit allow members, 
depositors n.nd others h&ving fins.nci&l inijerest in societies, to obttLin 
all the information required by them regarding the position of the 
sooieties? 

6. Does the form in whioh the balanoe sheet is now prepared 
refleat the finanoial position of societies correetly ? 

7.' Are the present rates of .. udit lees charged re~.on .. ble or 
excessive? Do they require any modification? 

XI. Supervision. 

1. I. the supervision of the work of co-operative societies at 
present'adequate and satisfactory? Is there .. ny need for inereasing 
the me .... ure of offici .. l centrol over their working? 

2. Can the supsrvision of societies be handed over partly or 
wholly to non-offici .. l agenoies either immediately or gradu .. Uy ? 

3. The Registrar's report shows th"t tbe position of rederal 
co-oper"tiveunions is a"ything but satisfactory, Is there any w .. y in 
which they QOuld be revived and made more active and useful? 

4. Should central financing institutions inspeet and supervise 
societies finanoed by them, or is there any other agency to which this 
work may be entrusted ? 

5. Is it necessary or d08i,. .. ble to have supervising unions as in 
Mn.dra,s a.nd Tt'avanoore for the more systemIJJtio supervision of prima.ry 
sooieties? If 80, what funoMons may be entrusted to them? Should 
supe.'Vision be supplemented 0" strengthened by any further 
agenoy? 

6, What is your opinion regarding the provinoia.lization of the 
supervising ste.iI, and the fOl'ma.tion a.nd utilization of a. common 
supervision fund? 

XU. Litigation. 

1. Do yon think th .. t the presentarrangements for the settlement 
of co-operative disputes sbould continue? If, in your opinion, the time 
h ... arrived for a ch .. nga, what .. ltera.tions would you suggest? 

2. ,Do you consider that the dispos .. l of QO·ops .... tive disputes can 
or may be entrusted to any other agenoy theon the Co.opera.tive 
Department? If so, what "I!8Uoy would you suggest? 

8. \Vhah. in YOUi' opinion, are the rea.sons for the inorease in 
tbe number of institlltion. of oo-op .. ative disputes every y.....,? Is it 
1100 ...... y or desi .... ble to oheQk it, IIond it so, how should it be done? 

18* 
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4. Is it desirable to make the ~law of limita.tion as it stands 
applicable to co-operative disputes, or would you suggest any 
alterations? . 

5. Can the departmental officers compel the filing of disputes 
against wilful and persistent defaulters when ~he management of a 
society fails or refnses to take such action? . . 

6. Are co-operative disputes disposed of witb reason .. bIe despatch? 
If not, wbat steps are necessary to ensure quicker disposals? .. 

7. Do you favour tbe establishment of srbitration and executive 
unions as in tbe Punjab? If so, what contribntion should tbe societies 
make to meet tbe expenditure? 

8. Wbat is your opinion as to tbe efficiency of the work of the 
arbitrators ? 

9. Ar.; suitable honorary arbitrators av"i1able in sufficient number 
in tbe State ? 

10. Would you suggest any seale of remuneration for arbitrators, 
or is it possible to get the work done volunt&riiy ? 

11. Wbat steps sbould be taken to minimise delays ill the' 
execution of co-ope ... tive decrees or awards? 

111. Is execution by the Revenue Department prompt and 
efficient? . 

13. Can you suggest; measures to minfmi... the disad vantages 
incidental to the purchase of defaulters' lands by tbe creditor banks 
in execution ? 

XlD. LiquidalieB. 

1. Is there at present any nndue delay in the conduet and closing 
of liquidatioIt prooeedings? How may it be minimised? . 

2.. Is it feasible to entrust liquidation work to non-official 
agencies? If 80, what remuneration would yon l'eoommend to the 
liqnidators ? 

S. Are there any d""irshle alternatives to the compulsory 
liquidation of societies ? 

XIV. Miscellaneous. 

1. Are there any provisions in the present Co-operative Regula
tion or the Rules tbereunder which are defective and inadequate for 
the working of Societies? If so, can you suggest any amendments ? 

~. (i) Do you consider that the relations which exist between 
the Co-operative Department and other Departments of Government, 
such as Revenue, Agriculture, Industries, Veterinary, ete., are satis
factory? If not, can you suggest; any means whereby better 
oo-operation witb these departments can be ensurerl ? 

(ii) In particular do you tbink that a Board oonsisting of the 
Heads of the Departments of Co-opemtion, Agriculture and Indllstri.s 
and Commerce would serve a good purpose? 

(iii) Are you in favour of constituting ... Provincial Advisory 
Council, composed of the'" representatives of the Departments ~f 
Industries and Commerce and Agriculture and prominent workers In 

the co-operst;ive field, to assist tbe Registrar ? 
S. Do you think that the inte.1lSfis of eo-operation will be bet~ 

served by special or additional Tepresentstioll in the Repl'tlsentatlVe 
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Assembly e.nd Legisla.tive Counoil? If so, wbat is tbe extent of 
represento.tion a.nd tbe metbod of election th .. t you would recommend? 

4. To what extent i. there scope for the utilization of the services 
of Government officials on Committees and in otber branches of 
co-operation work? 

o. Wbat is your opinion as t<> tbe work tho.t i. now being done 
by bonorary workers? In wbat directions may tbe eervices of non
official. be inor .... ingly utilised for tbe development of tblt movement? 
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Names of Pcrs01 .. exa71,ined by tile Committee. 

1. BANGALOllE DISTRICT. 

1. RajosabltabltusiLanaDiwan BahadulO K. R. Srinivasa Iyengar, M.A., 
Retired Memher of Council, and President of the Mysore Land 

Mortgage Bank, Ltd. Baugalore. 
2. BajakaryapTavina P. G. D'Souza, B.A., B.L., Retired Member of 

Council, "nd President of.the Cent .. al Co.opera.tive Bank, Ltd., 
Bangalore. 

3. Mr. S. Venka.tskrishnaiy.., B.A., B.L., President of the Mysor9 
Provincia.! Co·opera.tive Apex B"nk, Sa.ngalore. 

4. .. A. B. Nagesva.ra Iyer, B.A., B.L., Government Advocate, and 
President of the Bangaiore Housing Soci"ty. 

5. .. K. Snhba Raa, B.A., LL. B., Deputy Registmr of Cc-o(Wmtive 
Societies in Mysore. 

6. "N. Rama. Rae, B.A., B.I.., Retired Director of Industries and 
Commerce in Mysore, and Director of the Central 
Co'operative Bank, Ltd., Bangalore. 

7_ .. M. A. Gopai .. swami I yenllar, M.A., B.L., Advocate, and 
Secretary of tbe Mysore Provincial Co·operative Apex 
Bank, [,td., Bang .. lore. 

8. .. S. Gopalswa.mi, M.A .• Secretary of the Central Co·operative 
Bank. Ltd., Bangalore. 

9. "M. H. Dastur, Depnty Manager of the Bank of Mysore,Ltd., 
Bangaiore. 

·10. "A. K. Yegnauarayana Iyer, M.A., N.D.D_, Retired Director 
of Ab'riclliture in Mysore. 

11. Dr. B. Nara.simba Iyengar. B.A., pb.D.,Direct~r of Agriculture 
in Mysore. 

12. Mr. A. N. Rogbav .. char, M.A .• Comptroller to the Government 
of Mysore. 

13. .. S. Abdul W .. jid. B.A., Director of Industries .. nd Commerce 
in Mysore. 

H. RajastwaparayaM B. Slinivasa Iyengar, B.A., B.T,., Retired 
Finanoial Secretary to Government;. 

15. Bajaeharitavi.arado. Boo Sahib C. H"yavadana Rac, B.A.. B.L., 
President of the Ba.nga.!ore Press Employees, Co-opemtiye 
Society, Ltd. 

16. Yr. K. Shamsudin Khan. B.A., Assistant Superintendent of 
Serioulture, Chenn .. patna.. 

17. .. S. Narayana Roo. Retired Assistant Commissioner. 
18. .. N. Deva. Roo,B.A., Secretary of the M .. lleswara.m Co-opera· 

tive Society, Ltd. 
19. .. y, Srillivasiya., B.A., LL.B •• Advooate, Mysore. 
20. Sri Sri .... ugamm.., B.A., Retired Lady Assistant to tbe Direotor of 

Publia Instruction .in Mysore, !Oud Vice-President of tbe 
Malleswaram Co·operative Soaiety, Ltd. 

21. ~rr. V. S. Subba Raa, Assistant Comptroller. 
22. .. C. G. Ramiy ... B.A., Director of tbe Malleswaram Co-opem-

tive Society, Ltd. " 
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23. Mr. K. V. L",ksbmlLn& Rao. G.D.A .• B.A •• Certified Auditor. 
21. "N. Narusimh""har, Assistant Secretary of the City Co-oper .... 

tiva Society, Bangalol1l. 

2. MYSOBE DI8THlCT. 

1. Sri M. Nagu Bai. Secretn.ry o[ the Mysol'e Al-yabhasiniyara Co
operative Society. Ltd. 

2. Mr. C. Nl1rnsimhiY .. , B.A., B.r •• , Advocste, and President of tbe 
Mj"so11l City Co·opel· .. tive Society, Ltd. . 

3. .. P. Sith ...... miy •• B.A., LL.B., Advooate, and Secretary of tbe 
Mysore, City Co-operative B .. nk, Ltd. , 

4. Rna Sahib M. H .. mo.swIlmi, Member. Representative Assembly. 
o. Mr. H. C. Dasappa., B.A , LL.B .• Advoca.to. and Member, Legisl .. -

tive CouDoiL -
6. "M. Lakshmiullrro\YR.ne. Ra.o, B.A., LL.B., Advoca.te, and 

President olthe Mysore Graduates' Co-operative Society. 
7. "Snlten MohiyuddiD. Secreteryof the City Muslim Co-opera-

tive Society. 

8. SHIMOGA D[STR[CT. 

1- :.IIl'. S. Nal'D,)'an .. R.o, M.A. (Hons.), Deputy Commissioner. 
2. H H. Na.l"8simhaiya.. B.A" B.L., Advocate. and Pres.ident of the 

Shimog ... Co·oper .. th·e Bank, Ltd. 
3. .. B. N. Raghavi .. b, B.A •• B.L., Advooate. 
4. u T. G. N&rayang, Iyenga.r, B.A., D.L., Advocate, and President 

of the Land l\JortSI>ge Society, Ltd., Shimosa. 
6. .. A. Anallthiya, Pleader. 
S. .. H. Srini""",,, Rao, B.A •• B.L., Advocate, ~nd Vioe-President 

of the Shimog .. Co-oper .. tive Bank, Ltd. 
7. .. R. K. Jayatbirtbach .. r. B.A,. B.L., Advocate. 
8. .. M .. Iur Subb .. Rao, B.A •• B.L., Advocate. 
9. .. H. Venkobllo Rae, Secretary of the Lu.nd,IIIortSI>ge Society, 

Ltd., Sbimog ... 
10. "H. Siddaiya. ll.A .• B.L., Advocate ... nd Member, Logislative 

Counoil. 
11. .. H. Lingu.ppa, B.A., B.L., Advocate, and President, Sri BaSIL-

VeSWRl'!l. Co-opera.tive Society, LUi. 
12. .. K. Ramaswamy Setty, Vice-President, Shimoga Municip .. 1 

CouDcil. 
13. "Ratteb .. m Ramappa, Sowc .... , .. nd President of the Sri 

Gano.pathi Co-operative Society, SI>gar. 
14. The Secretery, Gudigllor Co-operative Society. Sagar. 
Iii. Nawab Sher Khan of Honnali, Representative Assembly 

Member. 
16. Mr. S. H. Bennur. L. Ag., Assistant Director of Agriculture. 

Shimoga Division. 
11. .. C. N. Ramacbandra Rao, 1I.A.. Assistant Regi.t .... r of Co: 

operative Societies, Shimog .. Division. 

4. KADUR DISTRICT. 

1. Mr. M. Abdul Hukb. B.A •• Deputy Commissioner. 
\!. .. G. S. Abdul Hameed. Collee Planter. and Member, Legisl~-

tive Counoil. 
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a. Mr. Kalas .. Krisho .. Roo, :B.A., B.L., Advoc .. te, IODd President of 
. the rAnd Mortgage Soeiety, Ltd., Cbikm&g .. lur. 

4 .. Miss Sombii, Secretary qf tbe Mahil .. s .. maja Co·operative Soeiety, 
Cbikmag .. lur. 

5. M.-. C. Meppin, Retired District Economic Superintendent. 

5. CHlTALDRUG DISTRICT. 

1. Mr. D. H. Ch .. ndra.sekharaiya, B.A., LL.B., Advoe ... te. and Member, 
Legisl&ti ve Council. 

2. "Kh .. nde RIOO, President or the Chitaldrug Co·oper .. tive 
Society, Ltd. 

3. "M. S. Sumpp.., B.A., Assistant Registrar of Co·operative 
Societies, Tumkur Division. 

4. .. V ... udeva Bhatt.., L .. ndlord, M .. radihalli, Chitaldrug Taluk. 

6. KOLAR DISTRICT. 

'1. Mr. A. A. Kb .. n, B.A., Deputy Commissioner. 
2. .. C. B. Gopal .. Reo, Pleader. 
a. H T. Sriniv..... Cb .. r, Pleader, and Pl'esidenli, of the Land 

Mortgage Society. Ltd., Kolar. 



APPENl>IX III. 

Names of Imtitutiom "i •• led. by the Oommittee. 

1. BANGALORl! DISTRICT. 

1. The Mysore Provinoi • .t Co-op8r .. ~ive Apex B .. nk, LW-
2. The My.ore Land Mortgage B$uk, Ltd., no.ngeJore, 
3. The nangalore C.ntre.! Co·operative B .. nk, Ltd. 
4. Tho M .. lleswa.ro.m Co·oper .. tive Society, Ltd. 
o. The Malleswaram Co·opero.tivo Bank, Ltd. 
6. The Co·ope .... tiv. Honsing Society, Ltd .• Bangalore. 
7. The BangeJore Oity Co·operative Society, Ltd. 

2. MYSORl! DISTRICT. 

1. Tho My.ore City Co·ope .... tive Bank, Ltd. 
2. The Mysore Ciiy C:>-operative Society, f,td. 
3. The Mysore Chrunar .. jpuram Co-operative Stores. Ltd 
4. The My.ore Railway. Oo-operativo Society, Ltd. 
o. The My.ore City Adik .. mataka Co'oper"tive Society, Unltd. 
6. The Mysore City RameJing .. Ohowdeswari Weavers' Co· operative 

Society, Ltd. 
7. The Lalito.dripur Oo-operative Society, Unltd. 
8. The Mandy" House·building Oo-operativ8 Sooiety, Ltd. 
9, The Mandya Edension Store., Ltd. 

3, SHiMOGA DISTRICT. 

1. The Shimog .. Co-operative Bank, Ltd. 
2. The Shimoga Lo.nd M~rtgage Oo·operative Society, Ltd. 
S. The Shimoga House·building Oo·operative Society, Ltd. 
4. The Shimoga Arya Vo.isya Co-operative Society, Ltd. 
o. Tho Bhad .... "ati Iron Works Co·ope .... tive Society, Ltd. 

4. KADUR DISTRIC~. 

I. The ObikmagalUl' Town Co:oj)l1rative Society, Ltd, 
2. The Ohikmago.!ur Land Mortgage 00 operative Society, Ltd. 
8. The Chikmagalur M"hiJ" Samaj Co-operative Society, Ltd. 
~. Tho Hiromago.lur Oo·operative Society, Unltd_ 

5, CHITALDRUG DISTRICT. 

1. The Chitaldl'us: Co-operative Society, Ltd. 
2. The Chitaldrug Non-G..,..etto.d Officers' Co-oper .. tive Society, Ltd, 

6. KOLAR DISTRIOT. 

1. Tho Kolat· Co·ope .... tive Society, Ltd. 
2. The Chikb"n .. pur Co-operative Society, Ltd. 
S. The Kolar Sree Kannikaparameswari Oo-operati ve Society, Ltd. 
4. The livlar Ho.&petta Ad.karnatak" Co-opel-ative Society, Unltd. 
5. The Chikballapur Fort Adikarnatak" Co-operative Society, Unit.!. 
6_ The ChikbaUapur Sri Balakrishna CO-opel·"tive Sooiety, Ltd. 
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