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PREFACE BY HIS EXCELLENCY LORD WILLINGDON.

Oc-operation in™its very general sense is particularly at this present
time & paramount necessity ameongst all races, classes and communifieg
in India, if we are to secure the sound, solid and harmonious progress

whick must be the ideal of all those who have the well-being of this
~ ¢ouniry ot heart. .

But the benefits of a special form of co-operation with reference to
a particular and very numerous body of people wlio live amongset us,
are so well sst out in this admirable volume written by the Registrar-
- of Co-operative Societies, Mr. Hemingway, that I warmly commend a
- perussl of its pages to those who gre interested in the health, betterment
and welfare of the wage-earners of this Presidency. While I am glad to be
able {0 testify to the interekt which some employers take in this city for
the comfort of their workers, there is much which -can be done both
here and throughout the mufassal to remedy the lot of the wage-earning
‘olasses and small cultivaior. The ordinary worker is generally deeply
in debt to the money-lender, and has no feeling of liberty in his life.
It is through the principles of co-operation thet we hope t¢ improve his
life and give him that sense of free cmzenshlp which should be the
possession of our humblest citizen.

The Government of Madras are so impressed -with the mzportanca
of this matter that they have decided largely to increase ihe scope of
the co-operative department in order that the opportunities of taking
advantage of co-operation in its various forms may be available in all
parts of the Presidency. DBut we hope that alongside this effort will
grow in every district an increasing desire on the part of all those who
wish to help forward this great undertaking voluntarily to work for the

/ﬁ‘t of their fellowrmen.
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A SHORT INTRODUCTION IO

00-OPERATION
IN THE MADRAS PREBIDENCY

CHAPTER I.
INTRODUCTION.

Co-operation 1s the union of the week.—Co-operation in all its mani-
festutions is the applicstion to economie life of the principle thaf.unity
is strength. I& is the pride of co-operators that they ara able by the
application of this principle to secure that & soclety composed of compara-
tively weak and poor men can give ifs members some of the advantages
ordinarily obtainable only by the rich and the stiong. Co-operation has
generally undertaken the duty of geiting fairplay and reasenable oppor-
tunities for the poor and the weak, and has therefore rightly commanded
the guod wishes of all generoys minded men.

2. Co-operative credit.—There are many forms in which the principle
uf co-operation has been applied to life. In India the main direstion in
which co-operation has worked has been towards getting fer the ryots in
the villagea and the poorer people in the towns reascnable terms of eredit. '
The extortioas of the Indian sowcar are proverbial, aud it is not necessary
to labour the point that the provision of cheap oredit: for these classes is an
incaloulable blessing. A great deal has been done in this direction in
Madras and in the rest of India, In Madras alone there were at the end
of June 191Y as many as 3,676 Co-operative Societies with a working
capital of Ra. 3,06, 2], 427 and a membership of 244,297, N

3. Premary Credit Svcieties—({a) ilaiffersen type.~—The basis §f this
large credit system is the Primary Co-operative Credit Society. These are
of two main {ypes, the agricultural aund the non-agricuitural, or in other
words the rural and the whan. The former are far the more numerous
snd (sipce the main industry, of the country is agricultural} the more
importent {ype. They are based on the principle, first discovered by -
Raiffeisen the German philanthrophist, that, when a number of people
form a ov-operative scciety and pledge their whole worldly property as
weourity for the debis of the society, the oredit of the sociely is much
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.stronger than that of the individual members taken apart. iAnd the experi-

ence of many years has shown that this principle is based ou faet, and
that moderate loans to co-operative societies of even_ poor men, provided
they have real earning capacity and honesty of purpose, are, generally
‘speaking, absolutely safe. The security in such cases lies chiefly, as is
pointed out by .the Imperial Committes on Co-operation, in ** the use of
loans for genuine productive purposes, the homesty and thrift of the
members, the wafchfulness they exercise over each other, the moral
influence they bring to bear upon dishonest or unthrifty co-muembers and
the feeling of soliéarity which is usually awakened by association for a
cemmon purpose,’’ .

(&) Sohulze Delitasch type.—Rural societies are formed on t;he §stis
of the unlimited liabilify of each member for the debts of the society, or
in other words, for the trustworthiness of their own co-members. It is,
theraﬁore, essential for their success that the members should trust each
other and know each other personally, Such conditions are eidlnaniy.
to be found in & village; but in a town, there are many people in need of
co-operation who are willing to combine but who, for want of the intimate
mutual knowledge of the villagers, are unwilling to pledge their whole
property, without limit to their liability for the debts of the society, Jor
such people the type-of society devised by another great (terman co-
operative. ploneer, Schulze Delitzsch is more -snited; and our wrban -
societies conform generally to that type. Here the credit of the society is
based on share capital (more easily securable in towns, it may be noted,
than in villages) and the liability of each member is limited to the share
capital subsoribed by him. At the same time, there are genuine elements
of co-operation. Here, too, a certain degree of mutual knowledge is essen-
tial so-as to ensure that the loans are not unwisely given and here, too,
loans are only given to members. Bl there is a tendency to rely for
repayment more exclusively ova tangzbie sevurity than is the case in the
vz}lage societies. ‘

8. Central banks.—1t is the nim of co-operative credif noi only to pro-
vide loans on sasy terms to members of societies when they are in need but
aleo fo ennble and encourage them and their neighbours fo find a sofe,~
puofitable and beueficial cinvestment for their occasional savings by
Jdepositing them in the societies. So far, though very considerable success-
has been attained in the -former, the primary societies in this Presidency
{and this is paxtmui&xly true of the more numerous rural soecieties) have.
not aftained any conspicuous success in the lalier. Local deposite from
members and nou-members have been secured to an encouraging degree -

by the soc;ehes in the towns but the over whelming majority of the needs
i
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of the rural societies has to be met w:th money from ouiside. And to
supply this need, a numher (at present 25} of ** Central Banks ** has been
organized in some of the big towna of the Presidehcy. It was soon found
that loans to primary societies, whether urban or rural, wers a profitable
and safe investment. And at the same time, s good many gentlemen
especially among the professional classes were attracted by the great
opportunity of benefiting the masses of their fellow countrymes by
spreading co-operation in the fowns and villages. And with the assist-
‘ance of some admirable pioneer work by a number of enthusiastic and
patrotic géntlemen (among whom.the cé-operators of this Presidency will
-never forget the name of Sir V. C. Desikachariyar), almost from the outset
share capital and deposits have been available in thess banks for inancing
primary secieties. The constitution of these banks is very similar to that
of a joint sfock bank: and indeed, in the early days, there was little that
‘was * co-opérative ’ about them hut the fact that they lent to ce-operative
sorieties. - But it soon came to be recognized that it was desizable that the
socisties should have a voice in the management and a direct inferest in
the pzaﬂts of banks that depended for their success on the success of the
societies to whom they lent. Hence nearly all our co-operative central
banks have arrived at a mixed constitution in which the societies depend-
ing on them for their finance hold shares along with individual share-
holders and are allotted a fized representation on the directorate. This
is, in many respects, -an admirable ‘arrangement, since it educates and
satisfies the reasonahle aspirations of the societies and secures the assist-
ance and good will of experienced men of business in the management
of the banks without whick the public might perhaps be unwilling to
repose sufficient confidence in them.

6. Provincial bank.——Ov’Lr and above these ‘“ Central banks ** there is
the Madias Central Urban Bank whith heth finances those societies which
are not at present served by a central bank and also aims at performing
the functions of a * provincial bank ”’ for the * central banks ** by
supplving them with funds required over and above their locally secured
resources and by taking charge of their surplus funds at fair rates of
interest and utilising them in districts where funds are required. This
hank, the most powerful co-operative bank in the Presidency, haz, like the
cetitra) banks, a mixed constitution and admnits secieties and central hanks
to membersth and gives them a fixed minimum representation on the
directorate.

7. Bocal unfens.—An important Eini: between the central and provia-

cial bank on the one side and the primary societics on the other is provided
by the *local union.” "Co-operators recognize that the principle that
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“ unity is strength '’ applies to societies as well as to the members who
compose them; and for some years past have recognized that societies
have the duty of locking after each other and seeing thit they are-working
properly. Hence societies have grouped themselves info ‘ wnions * of
varicus kinds for the purpose of mutual ** supervision.” Of these, the
‘“ local union " has proved the most successful. Tt ordinerily consists
of some twenty or thirty societies situated sufficiently near to each other .
to ensure -that the members of one society will have some knowledge of
the members and the conditions of the other; it is managed by a small
committee elested by the represéntatives of the constituent societies; it
employs a paid *“ supervisor ’ to visit and advise the societies and to
-report on their work; and it holds itself morally responsible for the good
working and punctuality of the societies. It has a small share eapital
contributed by the societies but meets its expenses from contributions from
the constituent societies based upon their working capital and a subven-
tion from the financial bank proportionate fo the money lent by it to the

societies concerned. .

L e m—

8. Principle of coégsemﬁhmd&——’fhe foregoing paragrephs have
been devoted to a brief description of the system wunder which credit
societies are organized, financed and supervised. And indeed, as noted
above, in this country it is chiefly for the provision of credit that er-opera-
tion has so far been resorted to. But the principle that * unity is strength ’
can be applied to many other purposes; and in other countries operations
other than credit are the chief concern of co-operators. And in India too
of recent vears there has been an incressing wish to extend co-operative
netivities fo such operations. The main function other than the provision
of cheap credit by which co-operation has been able to help the poor and
weak is the fanciion of co-operative buying and selling. The theory of
eo-operative trade can be simply stated, The trade of the world is done
in large quantities. No one sends & single measure of rice from Nellore
to be snld in Madfas or a single basket of apples from Tasmania fo be
sold in T.ondon. T% is, therefore, the business of some one or other to
collect in small quantities from the produeers of it any article required
for export and to supply it in larger quantities fn the exporting merchant,
who exports it in larger quantities still; and similarly in dealing with
imported articles, it is the business of soms one or other to take them over
fron: the wholesale importer and {o distribute them to those willing to buy.
The *“ some oue or cther *’ in each case is a shopkeeper or petty trader or
agent or middleman of some kind or .another; and he rightly expects a
veward for his trouble. Unforfunately he often gets far too much, and
the poor producer or consumer is too often paid far tsg little ifnr what he
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wants to sell and pays far too much for what he wants to buy. Hence
co-operative societies have endeavoured to protect their members by
* undertaking to collect and sell wholesale the produce that their members
‘have to sell and to buy wholesale and distribute to their members the
things their members want to buy. By these means they have succeeded
o a considerable extent in replacing the middleman and diverting his
profits inte the pockefs of the members. Suceess in such operations de-
_pends largely of course on the skill with whick they are conducted; and

great sugcess cannot be obtained without a considerable knOWIedge of the
channels and methods of trade.

9.. Co-operative purchase—(a) Stores.—The most prominent sxample
- of co-operative trade in this Presidency is provided by the store societies
of which we have 83. These are societies based on share capital and
limited liability which maintain shops for the supply of their members’
requirements, They endeavour, by wholesale and timely purchases, to get
their requirements cheap end fo pass them on to their members at less
than the current market price. They also protect their members from the
adulteration and false weighment and measuring which are sometimes
practised by the ordinary shopkeeper. Some of these. stores are distinetly
successful, notably the Triplicane Society in Madras.

10. () Buying on tndent through credit societies.—So far little has been
done to assist the villeger by co-operative buying though in the last year
or two & number of experiments have been made in this direction. There
are a few village sfore societies; but these have not proved a great success -
and it is doubtful whether the ordinary village society can be expected
to provide the skilful management which such societies must have to be
successful. On the other hand, it has been hoped to confer some of the
benefits of co-operative purchase on the villager by means of the ordinaly
credit society. It is recognized that it would be unsafe #%himperil the
safety of a credit society by permitting it to underteke purchases on its
own account; but a good many societies have purchased wholesale some or
other of the articles required by their members acting only as their mem-
bers’ sgent and distributing the article to the members immediately -on
ita arrival. Such operntions are financed by an immediate cash payment

" by the members or by the society giving loans to the members for their
individual purchases or both. The society is thereby freed from the
dangers of wastage, of having stock left unsold on its hands, and of lose
of interest owing to non-payments by the members. Recently a fow
trading unions have been established which are based on share eapital

- and limited liability and which admit societies and individuals as share-
holders. Such tiadipg uynions will, it is hoped, be able to secure efficient
2
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management and, in addition to supplying the needs of their individusl
members, to procure the requirements of the primary societies on more
- advantageous terms than the societies themselves are able fo get. It is
clear, however, that a lot of thought and organization is required to put
this business on a thoroughly satisfactory basis. Some joint purchase of
yarn has also been attempted by some weavers’ societies. These have
hitherte been rather unsuccessful owing to inexperienceand the fluctua~
tions of the price of yarn. ' B

11. Co-operative sale.—Co-operative selling has made even Jess pro-
gress than co-operative purchase. There are bardly any co-operative
orgenizations for the sale of ordinary agricultural produce. The South
Kanara Garden Planters’ Scociety which was started last year has made
a good beginning in the sale of arecanuts and other garden produce.
What co-operative sale has been done, however, has been done mainly
by primary societies or by supervising unions as agents for the indivi-
dual members. Some of these operations have been distinctly successful.
Perhaps the trading unions of the kind referred to above will be able to
assist primary societies in this direction also, _

12. Special types of sacieties—The foregoing pages cover the large
majority of the co-operative societies in the Presidency. There are a few
special types of society which may.be briefly mentioned; but their acti-
vities are generally either a form of co-operative credit or of co-operative
trading or both. Thus we have 13 building societies of which those at
Coimbatore and Kumbakonam have done distinctly useful work., These
are in essentials & form of Co-operative Credit Society based on limited
lisbility and share capital, their special feature being that they only lend
for house-building and their leans are necessarily for long terms. Most
-of the few  agricultural societies ”’ that we have got are & form of the
village pui'chase society, their aim being to buy wholesale the agricultural
-requirements of their members. They are based on share capital and
limited linbility but have done little work. One of them (the Avalnattam
society in the Tinnevelly distriet) has made an interesting experiment in
co-operative purchase by buying an expensive disc plough for hire to its
members. Ancther society which began as an agricultural society of this
type but which has recently expanded info & trading union (the Nida-
mangelam Agricultural Society in Tanjore) not only purchases the agri-
cultural requirements of its members but alse manufactures and supplies
- to its members bone meal and phosphatic manure. Two eth.er agricultural
societies are on the model of a trading union and are attempting inferest-
. ing productive work. " This class of society is likely {o increase. Weavers'
gocieties generally combine the functions of providing their members
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“with cheap credif with that of purchasing the yarn and other rpquirements
of their members. In one or two cases they have attempted the joint sale
of the cloths produced : but what success has been attained in this direc-
tion has been mainly due fo extraneous assistance.

13. Organization and registration of societies.—Co-operative socleties
are registered by an officer of the Co-operative Depariment not below the
rank of an Assistant Registrar. There are at present nine officers of this
rank in this Presidency * and their jurisdiction and headquarters are as
shown in the foot note te this page. Each is assisted by a staff of *“ Inspec-
tors ’ and often by unpaid privaté workers who as ™ Honorary orga-
nisers *’ or * Honorary Assistant Regisirars ” do much to lighten the
work of the Assistant Registrars. Applications for organizalion of socie-
ties and inquiries about co-cperative work should be addressed fo the
Aunsistant Repistrar concerned. Societies are not registered unless there
is & reasonable prospect of their working successfully; and the organiza-
tion of societies demands a good deal of patience, instruction anhd en-
couragement in the villages. This is done by the Assistani Registrar and
his Inspector, by the officers and staff of the supervising unions and by
Honorary Organisers and Honorary Assistant Registrars. It is on careful.
organization and careful supervision during the first year or two of ifs
existence that the success of an ordinery co-operative society chiefly
depends, -

14. Method of starting a credit society.—iA brief note on the proce-
dure in starting an ordinary eredit society may be of interest. The pros-
pective members who must be af least ten in number send in an applica-
tion for the registration of their society together with a copy of the
by-laws that they desire o work under, both these documents being signed
by &ll the applicants. If the Assistunt Registrar is satisfied thet the
society is likely to succeed and that the applicants understand the duties
and responsibilities they wish to incur, the society will be registered in
his office registers and a certificate of registration ia prepared and signed

* Recen'ly the Uovernment hsve sanoticned a coneiderable increase in the number of
Aumsistant Registrars.

Btation, Jnxiaﬂinﬁon.
1. Madms ., «« Chinglepst snd Madras.
3. Cuddalere .. «. Boath Arcot snd Tanjore.
3. Madora .. .. Madera, Ramnad and Tinnevelly.
4, Beawuda .. 1. Kistua, Ganter and Nellore.
&, Coosnsdu .. .. Genjam, Vissgapatam and Godawszi.
6. Fellora .. .. XNorth Aroot and Balom.
7. Coimbatore +. ‘Irichinopel I Coimbators and The Nilgiria,
© 8. Calisat ., +« Malabar aud Scath Kanara,
9. Anantaper .. Eumool, Bellary, Anantapur, Coddspab and Chitioor.

Th srsl control of the department isin the bands of the Registrax of Cn-apa:;ﬁ
Soue’m: 8:;10- offige is In Madras. He is assiried by a Pereonal &ms&n e
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by him. -A meeting of the applicants is then arranged at which an officer
of the co-operafive department or an Honorary Organiser or Honorary
Assistant Registrar is present. A Chairman is elected, from among the
applicants, the objects of the meeting and the benefits of co-operation are
oxplained, the by-laws and the certificate of regisiration are read and_
formally recorded and the society starts on its work. The original appli-
cants being ipso facto members of the sociely elect a panchayat and the
minutes of the meeting are recorded and signed by the Chairman. A
meeting of the panchayat then takes place at whick the admission of
further members is dealf with and the application of members for loans
is considered. Share capital and entrance fees are collected and these are
generally utilized in making a few small ldans. If deposits are offered
by members or sympathisers, these are similarly utilized. The bulk of
the money required forloans, which the panchayat resolved o sanction is,
however, generally get from the local central bank fo which an application
for a loan is sent by the panchayat accompunied by a statement of the
assets and liabilifies of all the members concerned. Resolutions are alsv
generally moved at this meeting applying for membership in the local
supervising union and the lecal central bank.

15. Moral effects of co-operation.—Some remarks about the possible
development of co-operafion on other lines will be found in Chapter VII.
The foregoing pages have attempted to give some account of the machi-
nery of co-operation as it exists at present in this Presidency. The
material benefits that are being derived, or may be expected from these
activities, are self-evident. But no account, however brief, of the co-
operative movement in Madras would be eomplete which did not pay =
tribute to the moral benefite conferred by it on co-operators. It is the
general experience in this Presidency that the association of the people,
and more especially of the villagers, in co-operative societies teaches
them valuable lessons of self-help, self-reliance and self-respect, mutual
trust and mutual helpfulness, not to mention the important lessons of
punctuality and businesslike habits. Co-operation also provides a field
for social service in which the highest and the lowest can combine for the
woral and material improvement of the masses of the people, It is these
olements in tiso co-operative mcvemesi: which touch wmost nearly the
generous instincts of the public and account for the almost universal
enthusiasm which it evokes among all classes.
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- CHAPTER IL

AGRIOULTURAL Creprr SocIeTies wirH URLIMITED LIABILITY,

Rural and Urban Societies.—It has been assumed, and it is broadly
true, that village societies are based on unlimited liability and townsecie-
ties on limited liability: There are, however, some societies with limited
lability in the villages and some societies with unlimited liability in the
towns. The former are societies with special functions oﬂmr than credit
and the latter ars societiss where, for speciel reasons, the memiaers ars so
intimately connecfed by proximity, occupation or caste that in spite of
their urban character, they are prepared to accept enlimited Jlability, The
law lays down that agricultural societies created primarily for the crea-
tion of credit shall be based on unlimited liability. Agricultural societies
are defined (G.0. No. 632, dated 18th March 1916), as societies in which
the majority of the members live by agriculture and these societiss are
naturally found in villages. y

2. The Rural Gredit Society.—The following paragraphs, therefore deal
wmainly with the ordinary village credit society on an unlimited liability
basis, & class of societies which i€ far the most numerous sad is the most

~ important in the Presidency. ' ’

3. The willage sowcar.—The great importance of credit to the ordi-
nary villager needs little emphasis. Most ryots have to borrow for the
cultivation of their crops and can only repay their loans after harvest.
The terms for these loans from the village sowcar are nearly always
burdensome—sometimes outrageously so—not only because the rates of
interest are high, but also because they often involve the ryof in the
nevessity to sell his crops at an unfavourable time and under unfair
conditions. The annual loss the poorer ryots suffer from this cause alone
must be very considerable. Indeed, estimates made by, co-operators of the
loss involved in selling a crop st harvest time (instead of o few montha
later when prices have risen to a normal level) are rarely below ten rupees
an acre, more generally they state the loss per acre at fwenty or thirty
rupees, and sometimes higher still. It is cbviously most desirable so fo
finance our cultivaiors that they need not be exposed to this serious loss,
Furthermore, the ryot has often to borrow money for capital expenditure
sither for the remunerative improvement of his land or for unremune-
rative bub nna?oiéabie‘exyense_s such as marviages or other ceremonies.
The terms of such loans ars, as a rule, for the poorer man very burdensome,
and the poorer ryot tends to becomse involved in debt from which some.
times there seems to be little chance of his recovery. Indeed, the sowear
is ofton not at all desirous of the dei3§ being returned, being content that the
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interest should be paid every year and mot seldom preferring to hope
that the debt will not ultimately be repaid and he will be able to sell the
ryot up and get his land. Indeed, he sometimes reftses to take payment
in instalments and in other ways tries {o retain a permanent hold on the
ryot. It is pot surprising, therefore, that ryois welcome the formation of
a credit society by means of which, with comparatively little real risk to
themselves, they can obtain loans st reasonable rates and on terms of
“repayment which are specially designed to be as convenient as possible
to themselves; and it is not surprising, therefore, that enthusiasts often
8ce in co-operation the salvation of the Madras ryot.

4. Unlimited liability—It is true that, as noted above, a village
credit society can be managed without serious risk to the members, But
it has to be remembered that these societies are based on the unlimited
~ Hability of each member for the debts of the society and the potential
risk is proporticnately great, and i{ is only by careful instruction of the
members at the time of organization, by careful supervision during the
early years of the society, and by a ready response of the members to~
instruction and exhortation that the risk can be reduced to negligible
proportions. In practice if is found that, given careful organization and
supervision, the members of a village sStiety can nearly always be relied
on to recognize their responsibility and work a society with 1essonable
efficiency and success. Most of the failures in this Presidency seem fo
have been due either t{o too hasty organization or, far more frequently,
to inadequate supervision.

A

5. Its risks.—One or twe points in conmexion with oréanizaﬁon of
‘rural secieties may be noted. Firstly, it is essential that the prospective
membera should be ﬁaught the real meaning of unlimited liabilify, care
being taken both to emphasize the great potential risk involved and at the
same time to point out that, as experience has shown, the practical risk
is, with decent management and a careful choice of members, negligible.
In fact, the two extremes must be avoided of taking unlimited liability
too lightly or being too much afraid of it. The great thing the villagers
have to learn is that if they only admit good men as members and if the
members look after each other properly, they are perfectly safe; but that,
on the other hand, they run great risks in admitting bad men or peglecting
to watch the conduct of their co-members.

6. Necessity for leaders.—While emphasizing the msp?nsi&ility of
each single member for the welfare of the soviety, it is of course
necessary to recognize that success-will depend very largely on the leaders.
And,it is essential to find ai least one or two men of intelligence, energy
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and good will who can be relied upon to take the lead in managing the

affairs of the society and instructing the others. Such men are generally
available. - \

7. One village—One society.—It has been usual in-this Presidency to
aim at the idesl of one society for one village. Societies extending over
& larger area lose the qualities of proximity and mutual knowledge which
are of such primary importance in societies of this kind; and on the other
hand, village sentiment is ordinarily opposed to dividing a village by

_having more than one society in it. Sometimes it happens that a village
is automatically divided by caste or occupation or otherwise and that it
is not possible to fit all sections into_the same society. In such cases it
hag been the practice to recognize the facts and fo make more than one
society. In particular, the Panchamas often feel that they will have a
better chance of getting the best out of co-operation-if they are given &~
society of their own and there are a good maniy societies of this kind. But
men of these classes not infrequently belong to a general village society

ond often receive humane and considerate treatment from _gleir feliow
‘members,

8. Methods of rural societies:—The model by-laws which are readily
available* will give a sufficiently clear idea of the construction and work
of such a society. Briefly, the members create credit by pledging the un-
limited liability of each one of them for the debts of the society. On the
strength of this credit they borrow money either by way of deposits from
their richer co-members or local sympathisers or by way of Ioans from a |
co-operative central bank. This money they lend out to their members
either on the mortgage of immovable property or on the security of one
or more sureties. They generally borrow at 7} per cent per annum and
lend to their members at 93 per cent, or at 1} pies per rupee per men-
sem. The ultimate authority lies with the general nssembly of the mem-
bers but the ordinary business is done by a ** panchayat ™ elected by
the general assembly.  The society usually is affiliated to a co-operative
central bank, in which it takes one or more shares, and to a local super-
vising union which, as deseribed below in Chapter VIII, looks after
the work of the affiliated societies and assists them by advice, encoursge-
ment and occasional discipline. The profits of the society depend on
the margin between the rates at which it borrows and lends. Half the
profits go to the society’s *‘ reserve fund ’ and out of the other half a
small dividend may be paid on share capital and a small percentage may
ba set apart (for charitable purposes) to a *‘ common good fund.” All

® Thess oan b obisined from the Regisirarior frem sny m-‘l‘i—egutnr
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unappropriated profits go to the reserve fund. The reserve fund is usu-
" ally invested as a lohg term deposit in the co-operative central bank fo
which the society is afliliated partly to ensure the stabﬂ:ty of the society
and pertly to sirengthen the financing banks on which, under present
-conditions, the whole stability of the co-operative movement in the vil-
lages depends.. A moderate share eapltal (payable on easy terms) is
demanded from each member partly in order to provide the society with
free capital and thereby increase ifs sirength and partly with the idea
of encouraging members to learn the elementary principle that co-
operative eredit aims at saving and not ouly at borrowing. -

9. Long term and short term loans.—A few hints dictited by the
experience of co-operators may nof be out of place.

There has been some confroversy among co-operators about the res-
pective merits of long and short term~Joans. In the ‘Tamil country it
has been customary to concentrate the money of societies on long term
loans for the redemption of prior debts, for land improvement and other
- purposes; while e.g., in the Northern Circars the tendency has been to
give loans repayable within the year for such purposes as cultivation,
purchase qf_seeé or manure, payment of Government kist and holding up
of produce for-a favourable market. It is necessary to recognize the
value of bofh these classes of loans; but it is necessary also to recognize
that of the two the latfer is generally the more renfunerative ; 8ince it is
the latter which enables the ryot to avoid selling his crops at the wrong
time, It is fair, too, to say that long term loans have their special dangers.
In the first place, a number of large long term loans {o the members may
exhadst not only the credit of the individual members but alsd the credit
of the society so that no money is available for a year or two for the short
term requirements of the members and they are driven back for accommo-
dation on the very sowcar from whom they have been relieved and thus
lay the foundation of what in a year or two may become a new edifice
of ¢ prior debts.” Furthermore, a long terin loan may, especially, in the
early days of a society, have a rather demoralizing effect on the member.
A large sum of money has fallen almost miraeulously into hig hands as it
" wers from heaven; he has done little to earn it: he has not yet learnt
habits of co-operation and punctuality; and he is apt to take the money
too much as a mafter of course and fake foo little fo heart his duty of
repaying it. On the other hand, the terms of & ryot's prior debis are
sometimes #o burdensome, or bis creditor is so peremptory, that if he is
to act on his legs at all, his prior debts simply have to be paid off, Tt is
thus impossible te lay down any bhard anci fast rule. But the following

RS
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;;nnexple may fairly be enunciated. If is unﬁemrable, as a general rule,
to give long term loans for the payment of prior debtd to a society which
has net already been working satisfactorily for a year or two, or to 8
member who has not already learnt the co-operative lessoms of punctua-

lity and mutual responsibility. And secondly it is of the greatesi im-
portance, when giving such loans, always to retain for the members and
fot the society enmough credit to meet their ordinary requirements for
short term losna. Indeed, experience seem to show that it is precisely
in those {often small) loans for urgent necessities that the sowcar’s terms
are harshest and the injury he ipflicts on the ryot is most severe.
And it is by prompt and adeguate finance for cultivation, for the payntent
of kist, for the purchase of food and clothes and for the other urgent
necessities of the ryot that a rural credit society can most benefit ita
members,

10. Repayment of loans.—It is very important to fix the tims of
repayment so as to be convenient to tha borrower, and this is ordinarily
the time at which agricultural produce can be sold to the best advantage.
A great deal of avoidable loss is as noted ebove incurred by ryots by
being compelled to sell their produce just after harvest when prices are-
at their lowest. It is fo be feared that the panchayafs of societies are .
not always sufficiently careful or comsiderate in this respect. When,
however, the terms of the loan have been fixed so as to be as convenient
as possible to the member, great effort should be made by the panchayat
to secure payment on the due date, since the first and most dificult lesson
the village co-operator has to learn is that of punctuality. Under proper
safeguards and for special reasons,an extension of time may be given (it
is obvious e.g., that a labourer who bresks his leg and can’t work,
cannot be expected to pay his debts up to time); but those extensions
should be most carefully limited to cases of absolule necessily or they
open the door to disaster.

11. Security for loans.—Ionns fo members are very properly _ngen a3
noted above on tangible security—very properly, because business is
business. But societies sometimes forget that the real security in 2 village
socisty depends to as large an extent on character as vpon tangible
security and that & loan to a poor man of known good will and character
- aud earning power is a perfectly safe investment. Hence it is sometimes
found that societies hesitate to admit poor wen to membership simply
because they are poor and regardless of their character and hesitate to
lend their poor members the money that is absolutely nécessary for their
improvement. It is, of course, very desirable {hat societies should be

3
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¢areful, but cases sometimes occur in which it is difieult to distinguish
the principle guiding™a sbeiety from t&mt which guides an ordinary

village sowcar.

12. Adeguate finance—Another mistake not infrequertly made in
village docieties is to refuse a loan fo a member merely on the ground
that-he is already in debt to the sociefy. It may be right, andsis mo
doubt offen necessary, to refuse accommodation to a defaulter. But the
mere existence of a prior loan is not a sufficient reason for refusing a
member meney which he must have for urgent and reasonable purposes.
If the society doesn’t help him, he is driven into the arms of the sowcar
whereby his financial position becomes weaker instead of siromger and
he becomes, inter alia, less able fo pay to the society the nioney ke has
already borrowed. )

hY
13. Some dangers to be agvoided.—A few special points may be men-
tioned. Panchayats often find it difficult to get money for their members
just when they want it. The formalities for getting a loan are sometfimeg
troublesome and panchayats do not always get ready and present their
application sufficiently early. It is necessary to ascerfain the needs of
members sufficiently in advance of the regular periods when money is
likely to be wanted and to send in an applicatior, in sufficient fime fo
ensure the money being received when it is required. This, of course, is
difficult and requires energy and foresight. The following device has
been adopted with success in a few districts and has rendered it easy to
obtain money for societies at short notice. Each society estimates at the
beginning of the year the total smount that it is likely to require for short
term loans, The necessary formalities are gomne t]zrcugh and the society
then executes and lodges with the central bank a bond for the whole
amount, As occasion arises, it draws against this bond and obtains the
pioney without delay. It endeavours, of course, to give the bank as long
notice as possible of its needs. Secondly, it is not always easy to avoid
having idle money in hand which is losing inferest. This is to be deplored
because the retention of large cash balances reduces the profits of the
“gocieties and places the treasurer in rather an invidious position. If
money canncot be usefully employed, it should be sent without delay to the
bank. Thirdly, panchayatdars in secieties of a poor class are exposed fo
_ the temptation of favouritism in the distribution of loans and somefimes
lend far too much money to their friends and relatives to the prejudice
of the general body of the members. The creation of a healthy public
gpirit in the village and careful supervision and encouragement by the

_ local union are the chief remedies for this abuss,
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14. Use of credit mcicties for trade—The preceding paragraphs have
dealt with this class of societies as purely credit institutions, as indeed
they are. It has been possible, however, to use them for purposes of co-
operative trading, in which, acting as their members’ agent, they secure
to their members- the essential advantages of eo-operative baying an
selling without accepting financial risk. These activities, which are
of hope for the future, will be described in a later section.

e ——

CHAYTER TIL

" Cerzpir Socieries wrta lasitep Lissniry.

Limited Lability societies found gemerally in tgons.~—Co-cperative
Credit Socicties with limited [iability are, as the law and common sense
alike direct, found only in the towns. In the towns we do not ordiparily
find the degree of mutval trust and intimate mutual knowledge which
encourage peopls to join a society with unlimited liability; and in the
towns we do find people more ready than in villages to subscribe the
substantia] share capital to which (in the absence of unlimifed liability)
banks snd deposifors look for their security. As noled above,
however, we find societies with unlimited liability in the towns
where the members of eo.g., a street or s quarter, oxa caste
or an indusiry, either for want of share capital or from the existence of
mutual knowledge and trust or from both caunses, prefer that form. There
is probably a considerable room for amplification of societies of this kind.

2. Urban banks.—A great deal of what has been said in the last
chapter will apply seiatis mutandis to eredit societies with limited
liability or as they are often called ““ wrban banks.”” A few special
points may perhaps usefully be mentioned.

3. The relation of urban banks to ceniral banks ond local unions.—
Urban banks generally affiliate themselves to a co-operative central basnk
and & co-operative union but this is more often from sentimental
grounds and s desire fo take part in the life of the co-operative move-
ment as = whole than from an expectation of solid advantages. They
do not often need to borrow from a bank, since they are ablé to meet
most of their requirements out of local deposits which are more readily
obtaipable from the townsman than from the less sophisticated vil-
lager. Nor do they need the ** supervision ** of a local union, since the
directors are ss a rule men of superior education to the village represen-
tatives who form the bulk of the members of the Union Governing Body.
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On the other hand, their subscriptions to the union funds and still more
the advice and encouragemient of their representatives in the general

assemblies and on the goverming bodies of the unions are of great
value.” They are able also not infrequently to voice the feelings of the
unions and ‘the village soieties in the general body mectings and on the
directorate of the central banks, and their experience is often of value in
the administration of these institutions.

4. Special features of Urban Banks—The loans to members are
governed by the genmeral principles applicable fo all eredit societies; but
from the nature of the case, they are apt to be for shorier periods than
those given by rural societies. Payment by monihly instalments is the
rule rather than the exception. The margin between the rate at which
the money is lent fo members (generally 93 per cent per annam) and the
rafe at which deposits are securable is again larger than the margin in
rural societies and hence the profiis are larger. And since only 25 per
cent of the profits need go io the Reserve Fund (instead of 50 per cent as
in the rural societies), a8 larger dividend is allowed and paid, and there is
money available for the payment of a competent clerieal staff and for the
remuneration of the Seeretary and Directors. In fact, the ease with whick
profits are made may perhaps sometimes be semething of a shate, {aking
away as it does the stimulus which is always present in a rural eociety,
to collect loans and interest punctually so as o avoid loss; and indeed, it
is a fact that some urban banks have very heavy overdues whic‘h it is
difficult not to condemn.

5. Size of banks.—Another danger which threatens urban banks is
that of growing too large. While recognizing that the same degree of
mutualknowiedgeisnetpossibleinannrban bank as is eesential in a
rural society, it is still fair to postulate a certain amonnt of mutaal trust
and mutual knowledge or the moral basis of co-operation tends io be
obscured or Iost. And if a society grows beyond a eertain size, the {en-
dency is for the managing committee not to know the members and for
'the society to deteriorate into a eommon leading shop divoreed from moral
considerations, When such tendencies disclose themselves, it is wise f0
consider the desirability of splitting up the sociely into two or more
smaller ones.

S

CHAPTER 1V.
Co-orkBaTive CesxTRaL Baxxs.
Growth of central banks.—The backbone of the co-eperative movement
in ihis Presidency lies in the co-operative banks or *“ central banks.” As
slready noted, it is impossible for the ordinsry village socisly fo atiract
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local deposits sufficient to meet all the requirements of the members; and
indeed in this Presidency local deposits form so far an insigﬁiﬁesnt pari#
of the working capital of our village societies. From very early days,
 therefore, the need was felt for an agency which could attract deposits
from the fowns and employ, them safely and profitably in financing the
villages. Fortunately, and to the eternal credit of the pioneers in this
field, gentlemen were found who, animated by a desire to spread co-
operation in the villages, were prepared to find share capital and deposits
for this, af first novel, enterprise. The Madras Central Urban Bank was
xst in the field and at first found money for societies in all parts of the
Presidency. Other central banks gradually followed and there are at
the time of writing no less than 25 of such banks. Each of these banks
has a recognized field of activity which at first tended (not unnaturally)
to follow the boundaries of the revenue district. Latterly it has been
recognized that there is mo special co-operative virfue in a revenue
digtrict and that banks should be established wherever desirable on
grounds of co-operative finance. The division of societies under ‘* central
banks ’ is not, however, invariably by area, though a local jurisdietion
for a centrsl bank is likely fo be the rule. A number of societies for-
Christians in various parts of the Presidency prefer fo be financed and
looked after by a bank of their own, and these are affiliated to the Madras
Christian Central Bank ab Madras.

2. Individual and society members.—At first these banks consisted
entirely of individusl shareholders; but, as noted- above, the principle
was gradually recognized that the societies financed by them should be
affiliated as shareholders and should have s voice in the management
and & share in the profits. At present, in nearly all our central banks,
the socisties served by them are shareholders and have a fixed reptesenta-
tion oun the directorate. Their interests are further safeguarded by limit-
ing the rate of dividend payable on the share capital, the bulk of which,
under present conditions, is held by individual shareholders. The com-
promise is a very fair ome. It is true, on: the one hand, that these banks
¢an only prosper through the regular field of investment offered by the
village societies and their essenfial soundness, It is equally true at
present that the public would be unwilling to make deposits in these
banks unless they had among their shareholders and directors the leading
local gentlemen whose adherence is regarded by the public as a guarantee
that theso banks will be properly menaged. It is an arrangement, too,
which, as noted by Mr. Ewbank in his Manual of Co-operative Societies
for Bombay Presidency, * affords a suitable opening by which the lead- .
ing gentlemen of a district, who could hardly be expected to join village
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tocieties and to share in the unlimited liability which most of them
amndertake, can take their part in promoting and guiding the movement.”

3. Madras central urban bank—Functions and constitution.—Over
and apart from the central banks stands the Madras Central Ughan Bank.
This bank was originally the only co-operative central bank in the Presi-
dency. When other central banks arose, it performed the two functions
of (1) lending money to the new *‘ central banks *’ to supplement their
own resources and {2) lending direct to societies in areas not served by
such banks. The latter function has gradually decreased with the organi-
zation of new central banks. and it is reasonable to suppose that the
time will come when the Madras Central Urbar Bank will become
a regular apex or provincial bank whose only funetion will be to find
money for the central banks and take over their surplus money for
utilization elsewhere. The Madras Ceniral,Urban Bank, like the others,
admit Central Banks as shareholders and gives them s small but fixed
minimum representation on the directorate, Its dividend also is fixed
at 9 per cent. but, for historical reasons which it is not necessary to go
into, it was fo: nd fair fo allow the individuals a preference to & divi-
dend of 9 per cent. The shares are still predominantly held by indivi-
duals, but it is hoped to devise means to alter this proportion and to
give the bank a closer approximation to a genuine federation of central

banks,

4. Finance and censtitution of central banks.—Central banks and the
provincial bank Jive mainly on deposits from the public and have
succeeded fo a gratifying extent in securing public confidence. They also
owe a great debt of gratitude to the Bank of Madras which granis many
of them genercus cash credits at a low rate of interest. The Madras -
Central Urban Bank enjoys a cash credit of no less than seven lakbs, The
Madras Central Urban Bank lends to central banks af T per cent and the
latter lond to village societies at 7} per cent; but they allocate four annas
out of every T} rupees collected to a supervision fund so that their net
estning is only 7} per cent. The constitution of these banks is very like
that of an ordinary joint stock bank. Two minor points may be noted.
The representation of societies on the directorate is necessary and meost
desirable. As, however, the village directors often live in distant places,
it is not easy for them fo attend meetings frequently or with regularity.
This has caused some inconvenience to the prompt transaction of business,
and means bave fo be devised of delegating to smaller bodies or to indi-
viduals powers of taking immediate action when required. Some banks
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have adopted the device of forming an executive committee with large
powers of disposal subject to the delegation and control of the board of-
directors whose meetings can thus safely be made less frequent.

5. Supervision fund —Both the banks and the primary societies
contribute to a ' supervision fund >’ from which supervisors are main-
tained for the purpose of touring roumd the societies, inspecting the
accounts and advising and encouraging the members. These funds are
gonerally administered by the * supervising unions *’ described in the -
introductory chapter. In a later chapter the functions of the bank and
the local union will he described in some detail,

CHAPTER V,
Sercian Tyees oF CrEDIT SOCIRTIES.

A brief note may not be out of place on special types of credit
societies which do nof conform entirely to the ordinary rural and urban
models described above or which present special featurea.

2. Employees’ societies—First of all, there are various kinds of socie-
tiss for the employees of a public agtherity, a commercial firm or company
or other large organization. Such are the various public servants’
societies, scavenger societies, municipal employees’ societies, school-
masters’ societies, mission employees’ societies or the recently started
society for the employees of the Madras Electric Supply Corporation.
Some of these {e.g., public servants’ societies) admit members from a
large area, the want of local proximity being made up for by the mutual
knowledge and control involved in their being essociated in a common

“service, These generally adopt a limited lisbility form and generally
resemble in constitution and by-laws the form of an urban bank. But

" the share capital is often made payable by instalments, personal security

_ is preferred, loans are ordinarily made payable within a maximum period
of twenty months and a good many of these socicties ensure repayment

~ by requiring members to authorize their employer to deduct their dues
to the society out of their pay—a salutary (if not wholly ideal) provision
which (to their credit be it said) the members generally recognize as a
wise asaistance to their own punctuality and honesty.

3. Socteties for scavengers.—These societiea do admirable work, and
the scavenger societies may perhaps be selected for special mention. It
is difficult to over-estimate what thess have done for their members; but
some indication may be given by the simple statement of the fact thaj .
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. before the intreduction of these societies the ordinary rate of interest
payable by these men was 144 per cent per annum. The members now
pey 12} per cent to the society, the unusually high rate being designed
to cover loss from death ox desertion. Compulsory savings deposita are
also levied from the members and in some such societies there are large
sums to the credit of their members. ThBse societies have also been able
to assist their members by the joint purchase of their requirements—
especially food and clothing. It is to be feared that such classes—un-
touchabls and not allowed to approach toc near persons of higher castes—
are—tos-aften cheated to a very cruel extent by the shopkeeper over the
price, quality and measure of the articles they purchase, It has been
found possible to avoid this source of loss by periodical wholesale pur-
chases of the requirements of the members through the officers of the
society and their distribution to the members, the cost being debifed fo
the members’ accounts. It need hardly be said that the improvement in
the material condition of fhese men is reflected in an improvement in
their morale especially in sobriety and cleanliness. Though, of course, it
always endeavours to associate the leadihg members in the conduct of
these societies, the greater part of the work has to be done for them by
the superior employees of the municipality or by the councillors. Much
splendid work is done by these gentlemen. '

4. Fishermen’s societies.—A. special type of society is found among
fishermen especially on the West Coast. The most striking feature of
these is that they devote as much pains to saving as to lending. The
fisherman does exiremely well during the fishing season, and his chief
trouble lies in the fact that he is apt to be very extravagant in hia period
of prosperity, with the result that he leaves nothing for the lean montlhs -
of.the off season. The societies have been very successful in securing the
> gavings of their members by way of compulsory and voluntary levies of
shore capital and deposits; and most of them are quite self-supporting.
They owe their organization and success very largely to the imitiative
and guidance of the Fisheries Department and especially to Sir Frederick
Nicholson, E.c.1.B., till recently Honorary Director of Fisheries and his
Assistant M.R.Ry. Rao Bahadur V. Govindan Avargal.

B. Panchama societies.—Somewhat special treatment is given to
societies for Panchamas and other depressed classes. Here loans are
given to an extenf in excess of the one-eighth of their assels which is
recognized as the standard maximum of the borrowing power of ordinary
rural societies, the proportion sometimes going as high as one-quarter
or one-third, The risk is covered by special efforts at supervision and
lgy insisting that loans shall be passed onf to the members at 12-}_4 per cend
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80 as to create n fund for insurance against loss. Most societies of this
kind are affiliated to end financed by the Madras Christian Central Bank,
- They are frequently also supervised by the Rural Secretaries of the

Young Men’s Christian Association whose services are given gra.{ﬂntnusly
" for this work,

6. Sacieties in the agency tracts of the N orthern Circars—A promis-
Vmg f£eld for co-operation, which has as yet hardly been tapped, seems fo
lie in the agency tracts of the Northern Circars. Here there is an un-
civilized population with undoubied earning power and universally ad-
mitted honesty and straightfortwardness, yel thriftless and easily cheated
and victimized in most of its dealmgs by the money lender and the trader

" from the plains. An extremely interesting experiment has been made
recently in the Ganjam distriet by Mr. L. H. Arndt, I.C.S., who has
organized a society for credif, purchasq and sale extending over the
~whole of one of the agency taluks. One.or two societies of a more normal
type have been started in the other sgencies and it is heped to spread
thees activitivs considerably in future.

7. Grain banks.—Borrowing in kind instead of in momney is still
preferred in some villages and we have a few grain banks which satisfy
this need., These are on an unlimited Hability basis and bears a strong
resemblance to ordinary unlifnited liability credit societies. The chief
difference is that they only lend in grain, mainfain a granary for the
purpose, and depend for their working capital chiefly on deposits of ecash
and grain mede by their own members or by sympathizers. Loans of
grain are made repayable at the next harvest and are repa.yabla in grain
with interest, which is generally fixed at 25 per cent.

CHAPTER VI.

SocIeTIRS 0@ PURCHASE AND SaLg.|

Need for co-operative tradc.—In an earlier chapter a brief statement
will be found of the theory of co-operative frade and a brief analysis
of what haa been done in this Presidency in this direction. That there
is a real need for co-operative trade in this country is widely felt. The
public believe that, generally apeaking, they do not get fairplay from the
traders, that the agriculturist and the artisan do not get paid emough
for what they have to sell and that the public (especially the villagers)
are charged too much for what they want to buy and are often deceived
over the quality and the quantity of their purchases.

4
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2. Urban stores,—The co-operative purchase by societies of thei
‘ruembers’ requirements for sale to their members has already taken firm,
root in this Presidency. The greater part of such work has so far beer,
done by co-operative stores located in the larger towns. The Triplicang
Urban Co-operative Society was started in Madras in 1905 has mow 19
branches, has a capital of Re. 54,667 and a reserve fund of Rs. 51,75(;
end in the year ending 30th June 1919 did a trade of Rs. 9,41,339 with
a profit of Re. 28,175. This is far the largest co-operative store in thi
Presidency; but there are stores of fair size at Coimbatore and Madur:
and some other towns. There are altogether 89 such stoges in this Presi.
dency and theirtotal trade in the year 1918.19 amounted to Rs. 18,11,569

8. Credit societies being affiliated to urban stores for trade.—Some of
the urban stcres have admitted. to mpmi;ersmp such of the ordinary credi
societies in the neighbourhood as desire fo join. The Secretary of each
credit socieby obtains an indent of the needs of each member and arranges
for payment either in cash or by arranging for a loan from the society
to the member, issues his order fo the stores and pays in cash or by a
cheque from the central bank or both. A good many credit societies do &
. profitable business by buying their members’ requ:rements not through a
store but in the open market.

4. Trading societies without a regular store.—There are also a few
trading societies which do not keep a regular store but merely act as the
agents of their members, whether individuals or primary sociefies. The
individual shareholders in such socielies are generally prominent ryots
not all living in one place but scattered over a fairly large area—such as
a firka or taluk.

5. Trading socheties in villages.—There are a few small trading
- aocieties in villages, either small general purpose stores or else ** agri-
- cultural >’ societies, which purchase the agricultural requirements of thezr
members. These do not work so far on a very large scale.

6. Business as agents.—The store societies do not, as'a rule, do wuck
business as agents. But there are cerfain advantages in a business of
that kind. There is no danger of the goods being left on their hands;
they take no risk of a fall in prices; and they can extend their frade to
a far larger extent than would be possible with their generally modefate
_share capital if they traded solely at their own risk. The advantages cf
doing an agency trade for other sociefies are obvious. The same advan-
tages will probably be found in doing an agency frade for individuals
slso. It is of courss difficult for an individual to be able {o gauge the
extent of sll his requirements for weeks or months ahead. And a siore
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will always have to keep a certain stock in its shep of articles commonly
wanted. “But a good many of a man’s requirements can be so estimated
and there is probably a large field for this kind of business. Thero seem
to be almost boundless possibilities for the co-operative purchase on this
system of the requirements of the members of the ordinary credit societies
—especially if they find if possible to join as shareholders some store or
trading society wiﬁh adequa’te shave capital end good iensiness exiserienea
At the end of June 1819 there were 170, {}Qﬁ members on the rolls of
village societies. It is mob an extravagant estimate to reckon that each
member purchases on the average for his family arficles worth Rs. 200
every year, and that, if these arficles were purchased co-operatively, the
‘ profit >’ {i.e., the difference in price) would be on the average at least
10 per cent, If all these families made their purchases co-operatively,

the * profit * in one year would be four lakhs of rupees which would _

thereby be taken out of the pockets of the middlemen and put inte the
pockets of the ryots. That the above is not a fantastic dream but a cold
possibility seems to be indicated by the recent experience of one of our
‘‘ trading unions,”” namely that af Tiruvannamalai in the North Arcot
district. This is a store saciety which, besides supplying the requirements
of individual members in the town, buys also for some forty village
societies which have taken shares in the store. The frade done on behalf
of thess village societies in the last four months of the year 1918-19
amounted to over Ras. 80,000, and the ** profit ** derived by the members
{i.e., the saving effected by the joint pureilase) is estimated at Bs. 15,000
or 26 per cent. The sarticles chiefly dealt in were rice, salf, *chzlhes,
kmsene oil and colton seed. R

1. Trade more diffioult than credit.—The management of a tradmg
soc ety is, naturally, more difficult than that of & credit society. I}xperiu
ence and foresight are needed o determine where, when and in what -
quantities to buy, and to balance e.g., the 'advantage of buying large
mbocks cheap against the disadvantage of having large stocks on hand
with the accompanying loss of interest. Elaborate accounis are usnally
‘kept so a8 to guard againet pilfering, and stock has to be taken pretty
ofien. All this throws a lot of work on the panchaysat and its paid staff.
It is difficult for the panchayat to find time to keep in close touch with
all the details of the stores management, and the small profits of thess
institutions do not;ss & rule, perwit of the enterﬁmnmen% of & highly paid
establishment.

8. Pracitenl difficulties sn stores.—There are two special élﬁctﬂtlea
which hamper the work of our stores. The first is the difficulty, in view
of the comparatively small share capital, of obtaining suﬁ{nent credit
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for large purchases and therefore of faking advantage of low prices to
" lay in a large stock. It has been sugpested more than once that loans fo
stores might be given-on a pledge of the bulk of the stock, properly
insured and kept under the key of the financing bank, small issues being
made from time fo time fo the salesman. This seems a good idea. And
indeed, the system of keeping the bulk of the stock apart under lock and
key has been tried with success in order to reduce the irouble of stock-
taking. The second difficulty lies in the fact that stores have not always
secured a complete loyalfy of their members, and the latter are apt to
desert the store when any article can be had cheaper elsewhere. Thus
they take full advantage of the low prices for an article which the stores
have purchased on really good terms and leave the society fo suffer the
loss of an unforfunate purchase. They also comceivably play into the
hands of the shopkeeper who may, be willing to undersell the society at a
loss to himself for a short time in the hope of getting the members into
bis clutches again.

9. Bonus on gurchases.—Sﬁﬂres. as a rule, do not follow the Rochdale
system of selling articles at the ordinary retail market price and distri-
buting the benefits of the co-operative trads by a deferred periodical bonus
on purchases, but prefer ordinarily fo give the members their * profit **
at once in the form of a reduction of price. It is pessible that the Roch-
dale system would be more beneficial since the continuing profits derived
from low prices is apt fo be squandered, whereas a substantial bonus paid
in a lump sum is likely to be invested or used for some useful purpose.
Indeed the * bonus  earned in co-operalive societies is one of the chief
items in the savings of the ordinary English working man. In this
“Presidency, however, the members prefer to take their ““ profit *’ at once.

10. Co-operative sale—(a) Among weavers.—The co-operative sale of
the produce of members (whether agricultural or industrial} has not been
" tried to any great extent in this Presidency. Experimenis so far made
fall into two classes. Firstly, oneor two socicties of weavers have endea-
voured to sell the cloths woven by their members. They have been
hampered by ignorance of the channels of the cloth trade and also by
their inability (owing to their small resources} fo find credit to carry
them over the ¢ off season > when cloths are not saleable af a profit. A
certain measure of success in this direction has been secured by the
Conjeeveram Weavers’ Union but only on a small scale. In two cases in
the Ganjam district recently, societies have managed this business saccess-
fully but only through their great good fortune in securing selling agents
who are prepared to undertake all the risks of sale for a very low com-
mission—in the one case Messrs. Best & Co. of Madras and in the other
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case the Madras Government. This device was designed only .f.o, cover
an emergency; and essential difficiilties will have ta be squarely met and
tackled. Perhapsthe difficuliy about credit might be alleviated by borrow-
ing on a mortgage of the stock of cloths properly setured and insured.

11, (&) By rural credit societics.—Secondly, s few attempts have been
made by ordinary rural credit societies to sell jointly the produce of
their members. These have met with tolerable success and if is to be
hoped that the experiments will spread till a system of co-operative sale
is developed. It is, bowever, often difficult to get the members to act
together and the societies cannot always obfain advice as to the best time
and place to sell. Trade of this kind has so far been done on an agency
basis, the society merely acting as the members’ agent; and it is probable
that this is the only safe line of advance under existing circumstances.

CHAPTER VII.
Oruer TyPes oF SoCILTIES.

A fow remarks may be of interest about other types of societies. ~In
the foregoing pages, allusions will have been found to weavers’ societies,
housebuilding societies and agriculfural societies, since all these types
have functione eithar of mperahve credit ar of co-operative trading or
both. It may be convenient, hriefly, to group together what there is {o be
said about such of these and a few other classes of organizations.

2. Various forms of co-operation.—And first, it will be convenient to
tabulate very briefly the things that co-operation has been found in this
or other countries to do for people. )

(1) By co-operative credit, people get cheap money, reasonable
terms and considerate treatment.

{2) By co-operative puichase, pecple are able, by the elimination
of the middlemen, fo buy their requirementis, domestic, agricultural and
industrial, at reasonable prices and of good quality.

(3) By co-operative sale, people can get better prices for their pro-
.duce, again by the elimination of the middlemen. .

{4) By the co-oparstive ownership of expensive appliances of machi-
rery, peopls who would be unable io buy them are able to cbtain the use
of such arficles for moderate fees.

{5) By co-operative factories pecple are able (a) to prepare their
own produce for market without the intervention of the manufacturer
and (b) to manufacture their own domestic sud other requirements.
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8. Position of weavers in relation to co-operation.—The weaver of this
.Presidency has a high degree of hereditary skill and produces articles
desired and often very highly valued by the public. Still, it is & fact
that a good many of them make a rather poor livelihood ; and the question
has been often raised as to whether co-operation can help them. Circun-
stances of course vary very considerably; but it may not be inaccurate to
stale as a generalization that the weaver is generally in debt to a dealer
who makes advances fo him in cash and in yarn, and who sells his cloth
for him ; and it is generally believed that the weaver is cheated over his
yarn and his cloth. _ It is said that the loans are often given at rates
reasonable enough, the dealer being satisfied with his hold thereby
secured over the weaver and his profils orthe yarn and cloth. But it is
clear that co-operative credit is in itself of great potential help te a
weaver since it frees him from his obligauon to the dealer and enables
to buy and sell where he likes. And therq are large numbers of weavers
in our ordinary credif societies as well as in societies consisting wholly
or mosfly of weavers who derive considerable benefit from co-operative
loans, But the real difficulty in the case is to arrange for the co-operative
purchase of yarn and the co-operative sale of cloth. Several societies
have attempted both of these, but so far with little success. The weavers
themselves seem’ to “know very lLitile about the yarn or the cloth trade;
these trades are very complicated owing to the extraordinary multiplicity
* and variety and chsnge in the kinds of yarn used and the kinds of cloth
woven ; and so far no one has been found with the time, knowledge and
inclination adequately to instruct and advise the weavers about buying
their yarn or selling their cloth. Matters have been made worss during
the war by the extraordinary fluctustion of prices which has hit some
of our societies hard. But it would seem that there must be room for
very great improvement of the economic position of the weaver if co-
operative organizations can be formed {o buy his yarn ai a reasonable
price and get him a fair price for his valuable, and sometimes very
valuable, finished products. Careful and cool study of these trades -
will be necessary. Buf the thing can be dene; and there is no extravagant .
fancy in a mental picture of a uetwork of weaving societies throughout
Presidency orgsnized infe central or wholesale societies which are
- closely in fouch with the yarn and cloth frade, can get the weaver his
yorn cheap, can advise him what to weave, and can sell his cloth for him.

4, Weavers' chmti*yg factories.—It has been more than once sug-
gested that weavers’ co-operative factories equipped with improved hand-
looms and other up to date appliances might do well; and one of the
Conjeeveram Weavers” Societies has achieved a moderate success on this
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principle. But a factory does not in itself solve the main difficulty, that
of buying and selling; and it is doubtful if much better resulés in other
directions are obtained in a factory than could be obtained in a society
of weavers working with improved appliances in their homes.- And it
may be added that co-operative societies of all kinds are found to be
admirsbly receptive of pew ideas for the improvement in the appliances
snd methods of their members’ occupafions, whether agncuitmi or
industrial.

B. égnmﬁumi societies,—The few so called agricultural societiea
other than ecredit societies in this Presidency are of several types. There .
is first the village agricultural society which purchases the agricultural
requirements of its members co-operatively. There is really litfle need
for sach a type as purchases of all kinds can be done perfectly well by an
ordinary credit society; and it is not likely that societies of this type
will increase. Secondly we have agricultural societies which approximate
to trading unions, with a share capital contributed both by individuals
and also by affiliated primary credit societies, which buy the require-
ments of their members both by indent and at the society’s risk, whether
agricultural or otherwise, bul with special attention fo the improvement
and cheapening of agriculture. These soclelies.also aim at selling the
produce of their members. They are a particularly go-head type of which
much may be expected. Some of them are atfempting factory operations;
such as the mechanical preparafion of bone meal and phosphatic manure
for their members’ use {at Nidamsangalam in Tanjore district), or the
ginning of their members’ cotton (at Kallakurchi and Tindivanam in
South Arcot). The crushing of their members” sugarcane and the decorti-
cation of their members’ groundnut and the hulling of their members’
paddy are also contemplated. Such societies (and indeed all rursl societies)
are admirable channels for the diffusion of improved agricultural practice
and are used for that purpose by the Agricultural Department to an in-
creasing extent. There are several other agricultural sociefies of various
types. Two in the Kistna district have recently been organized for toddy
tappers for the co-operative sale of the members’ jaggery combined with
co-operative credif. :Another society has taken a co-operalive lease of
agricultural land. One village agricultural sociely has bought an ex-
pensive dise plough for bire to its members. Another society proposes
o lease out to its members steel crushers for their sugarcane. Thaus, in
various ways other than credit, eo-operatmn is finding a way to benefit
the agricultarist.

6. Building societies.—Societies for house-building are a great deside- -
ratum. Housing conditions are often bad and sometimes deplorasble in —
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both towns and villages and it is often felt that these conditions might

be, and ought to be, improved by co-operation. The great dxﬁcuity, how.
ever, is one of eredif.

('?. Two main forms—(a) Where each member is owner of his house.—
There are {wo main forms of co-operative building societies. The first is
a society in which each member becomes the owner of the house he lives
in. This is essentially a mere extension of ordinary co-operative credit,
the sociefy obtaining a loan and passing it to the members, with & margin
of profit. The society’s security as against the member is the member’s
share capital and deposits (if any) and a mortzage on his house and lands.
And the creditor’s securify against the society is fhe sociely’s share
capitel with the collateral security of the mortgages which would be,
presumably, made over to the creditor. -It is true that in such a sesiei;y
other co-operative activities besides credit would be manifested, since
economy could almost certainly be gecured by a joint purchase of materials
and perhaps by joint building through one or more contractors. Buf it
is essentially, as noted above, an extension of ordinary co-operative
credit. It would havelto be treated on a basis different from our ordi-
nery credit societies. Such b‘uﬂ&mg societies would be ordinarily on &
limited linbility basis; and in lending to limited lability societies, we
follow the rule that a. society should not borrow more than eight times-
its paid up share capital. But it is to be fesred that in building societies
for poorer people (with which we are primarily concerned) we should
have to extend this multiple considerably, since it is not likely that such
people would be able o put up—at any rate at the beginning—anything
like this proportion of the cost of their houses snd indeed, the most suc-
cessful of our building societies hitherto have done most of their business .
with people of the well-to-do classes. In societies for the poor it will be
necessary to have a decent subscribed share capital which would be
made as high a proportion as possible of the loan to be taken; but it
will also be necessary as a rule, not only to lend a high multiple of the
gubscribed share capital but also fo allow payments of share capital to
be mode in instalments continuing over a pericd of years, whereas the
loan must be taken at once or nearly so.

8. (b) Where the society s the owner-tenant co-partnership.—The
second type of society is called the tenant co-parinership society. Here
the houses are owned by the society which merely leases the houses to
the members., There is no question of _individual loans to
members, and the whole liability falls on the society. Naturally, the land
and houses are mortgaged directly by the society to the creditor.
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9, The two forms compared —The points to be considered as between’

thesa systems seem to be as follows: —

{(a) In the co-parinership system, the member—since he does not
own his honse—has & much 1ws frec hand in what ke will do with it. He
can’t add to it or improve it without the permission of the seciety. He
may even be turned out of it {though presumably this could enly be done
by the general body, for bad eonduet}. He cannok sell it ar mortgage it
{perhaps not a grievance, as ke has not paid for itj). Bu# on the other
hand, he kas not got it *‘ on his hands ** and can sever himself from it
and from the society at will—subject to necessary notice axd other
llmztahens.

(b) Since the n:embe: cannot sell his house, the society can always
decide who shall live in the settlement and who shall »et. This is 8 —

“considerable advantage, as it ean therefore exclude bad characters or other

e

undesirables,

(c) The society is under the obligation of iee;nng its hov.ses full
i.e., of finding tenants. This is a disadvantage from the so society's point
of view, since the locality may bave been badly chosen and may neb prove
popular. On the other hand, this will be a stimulus to the society to
keep the settlement clean and attractive. * o

{d) The society will find it simpler and easier to spend money on the
general improvement of the amenities of the place. Such expendifure is
of course not impossible in a sec:ety of the otiler type but wonld mvelve
~gore complications,

{e) The society will be able to take loans for muck longer periods.
In a society of the other type, it is hardly practicable to make the pay-
ments go oz from generation to generation. The circumstsnces of families
change in time; and it is repugnant to common sense that an individual
should, to build a house, involve himself in a personal debf, lasting for
more than, at the outside, 20 or 25 years. A co-parinership society, on the
contrary, may expect, if not immorfality, at any rate a much Ionger
life than the sdult life of an individual and can thersfore reasonably
borrow for a much longer period. This is & most important factor since-
the period of repayment being longer, the instalments payable by the
society {(and therefore by the individual) become smaller; or, in other
words, the individual has to pay less per month for the privilege of living
in his house. It is true the individual does not become the awner of his
house, being only (like the other members) part owner of all the houses.

-Buat the smaller psyment—-—oapeemliy in the earlier years—will be & greai
relief. '

]
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¢/} The difference in the security may perhaps be little. But it is
arguable that a loan to a co-partnership scciety with a direct morfgage on
the land may be more attractive than a loan to a society backed by made
over mortgages given by individuals to the society. The individual
might play tricks which no society eonld or would and might thereby
cause a lot of trouble.

10. Will co-parinership succeed in Madras?—]t is perhaps unlikely
that our Madras people would aeccept a co-parfnership system except in
the large towns; and even there, il is doubtful. But such societies are
said to be doing well in Bombay; and they are cerfainly advantageous to
poor people who can’t pay much per month towards buying a house, and te
floating populations which do not wish fo own 8 house. On the other
hand, it is genarally said that the Madrasee prefers to own his houss, and
would not troable to join & society merely for the privilege of leasing omne. -
This is a subject on which the opinions of gentlemen who know the people
of our towns intimately would be of much value. -

11. Essentialr of a building society—Whether a housing scheme
will suecoed depends on the answer {0 the question whether {given a
body of men anxious te form a society) we can reckon on geiting money
cheap encugh and & type of*house cheap enough to make it possible for
the members to pay the rent or the instalments necessary to pay for the
houses within a reasonable period.

12. Eristing building societies.—The building societies whichk have
done most work hitherto (Coimbatore and Kambskenam) have found it
impassible to do more than assisi the well-to-do. They have hesitated fo
give loans for more then ten years or at less than 93 per cent, and it is
clear that to repay the cost of a houwse plus interest on these terms
involves a very high rate of instalments. The Government have recently
promised finencial aid to building societies for the poorer classes and &
schome for their organization is under consideration. A society for a
poar class {the Ottachekkars) in Coimbatore was recently organized with
the aid of & Government lcen through the Municipal Council, and beild-
ing operations are now going on. The type of house prelerred by the
poorer members is to cost sbout Bs. 500, the money is lent to the
society ot 6 per cent and the members at 7} per cent and the :epavmeni;a
are o be completed in 20 years.

13. Cobblers’ mr&a —Two cobblers™ sociefies (in Tiruvannamalai
and Madras) have mﬁv been formed. They aim at the co-operative
purchase of leather and the co-operative sal of ths goods produced by
their members. The Tiruvannamalai society has been a great success
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and recently executed a large order (for nearly Re. 20,000) for Gov-
ernment sandals. The share capital and deposiis of members amount to
nearly Rs. 400. The Madras society is yet in ifs early atages.

14. Madras Provingial Union.—This brief description of eo-cperative
work in this Presidency would not be complete without a referemee fo
ths Madras Provincial Union which was sfarted in 1914 by some enthusi-

* astic co-operators with the object of co-operative propaganda, the organiza-
tion of societies and the safeguarding, generaiiy, of the interest of the co™
operative movement. Ifs membership is open to societies and to indi-
vidual members, whetiies members of other co-operative socteties or mot,
and its heedquarbers are at Madras. It is governed by a large directorate
residing in different parts of the Presidency and, subject to delegation "
from the directorate, by a small committee residing mainly in Madras.
Its most important functions hitherto have been {a) editing the Madres
Bulletin of Co-operation, s monthly journal issued in English, Tamil
and Telugu, and (b) organizing an snnual provincial conference, The
cobblers’ gociety at Madras mentioned in the precedmg paragraph was
organized by the Secretary of the ﬁmn

CHAPTER VIIL.

i
THE WORE 0F THE Co0-OPEBATIVE DEPARTHMENT.

Supervision and audit.—The public is keenly interested in the
spread pf co-operation and in the successful working of the
acieties. If is mot merely that the public has indirectly coniribubed
b‘ge sums to societies and has assisted them in other ways through the
concessions granted under the Act. It has, indeed, to satisfy itself thai

~ these concessiona are being earned, or in other words, thaé the societies

;‘are being properly run. But over and above this, it believes in co-

’.operation as a great engine for the moral and material improvement of

" the people and is willing to spend public money in this work of spreading
the benefits of co-operation throughout the country and in helping the
societies in their work. Thus the work of the co.operative department
and of the increasing number of private genﬂemen who are willing to
assist the department with their honorary services comsisis partly in
spreading co-operation by creating new societies (organisation); parily
iz helping and advising societies (supervision}; and partly in inspecting
societies to see that they are working properly (audit). '
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2. Mutual supervision among societies.—But apart from the activities
of the department and of um-official sympathisers with co-operation, a
great deal of work both in organization and supervision is done by co-
operators themselves. It is the essence of co-operation that a co-operative
society should look after ife members and that the members should look
after each other. Itis equally 2 principle of co-operation that just as the
members of a society influence and improve the conduct of sach other by
mutual supervision, so also societies can influence and improve each
other’s working if they aeeepj the mutual responsibility of supervising
esch other. Thus we find sociefies grouped together into ** wiions ** of
various kinds for the purpese of mutual supervision and help. And when
societies find themselves associated for these purposes, it is a nafural
extension of their activity to atiempt to spread the gospel fo which their
own members owe s0 much among others, We thus find a good deal of
orgapization aand & great deal of supervision done by ‘‘ co-operators ”
themselves.

3. Two types of unions—(a) Banking wnion.—The two main types of
unions that have atteripled supervision in this Presidency are the *‘ bank-
ing union *’ and the “ local union.”” The former is identical with the
central bank which, in addition to the duty of financing societies, under-
take to supervise them. And, as in nearly all central banks, the socielies
which deal with them are admitied as shareholders, the arrangement that
the bank shall supervise societies is often held to mean that the societies
sha]l supervise each other. The area covered by these banks is, in the
ma}ority of cases, a revenue district.

" (b) Local union—The latter is a smaller affair and eonsists of
a body of some twenty or thirty societies in a small Jocal area
(on the average, perhaps, of the size of a taluk) which unite solely for the
purposs of mutual help and supervision. Both types of unions employ
® supervisors ” to inspect and report on the sovieties, and both obtain
their money from a  supervision fund ” which is compiled out of
contributions from the societies of § per cent on their working capital |
and from the bank of } per cent on the money lent by it to soeieties. %

4. The two types compared—Experience seems to indicate thaf the
Jocal eupervising union is the more effective of these bodies, because it
ia this organization which most effectually enlists the sympaizh? and eo-
operation of the village co-operator. The supervision of a banking union
tends fo be confined to that of its paid supervisor, ovér whom little
control can, ss a rule, be exercised, as the directors find it diffcult to visit
sociaties personally. It is also found, in practice, that rural societies are
far more amenable to discipline and suggestion from members of 9§her\
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bank’s paid supervisors or even of sympsathicers fram the towna. And
it is also found that leading ryot co-operators are more willing fo take
‘trouble b0 work for a small local erganisstion in which they hold a
predominant position than in s large district organization in which they
are more or lewm insignificant. And indeed this fact appears fo be con-
clusive as {o the respective value of the twe systems, since the efficency
of co-operstive supervision over rural societies varies (and, it would
seem, must vary) directly with the degree te which it can enlist the best
efforts of the leading ryol co-eparators in the task. Two other factors
probably enter into the question. The first is tha{ the banks tend to
confuse m&&edutyafﬂmmﬁrmmwmmﬁﬂﬁy-
ing themselves 28 to whether they can safely lend their money to the
societies. This latter duty, no doubk an importani one, tends to imvest
their inspections with the guise of a taskmaster rather than that of &
guide, counsellor or friend. The second is that the democraiisation of
our banka is so far, as already noted, rather incomplete. The individusl
shareholder must necessarily still take a predominant part in the finan-
eial management of the bank, and where a bank also underiakes super-
in the eyes of the villagers; and there is a tendency that the societies feel
that they are not being supervised by their fellows but by the individual
sharehalders of the bank. Axnd this they are apt to resent.

B. Growing popslarity of locol wniomns.—In mast districts the twe
arganizations are growing up side by side; but the banks are more and
more surrendering the duties of direct supervision to the local umions.
Indeed, experience seems to demonstraie thet it is mecessary to do so.
Societies work better under union supervision, sud the better the socicties
work, the better and safer is the investment of morey with thesn. It is,
therefore, to the interest of banks to rely on the unions, and while retain-
ing the power to inspect societies for the purpose of satisfying them-
selves as to the safety of their investmenis, to abstain ss far ss possible
from the exercise of that pewer, to recognise that the more the unions
are left to themselves, the betier they will work and the safer the
bank’s money will be, and largely to confine themselves fo & sympaihetic
interest in the progress of the unions and to timely words of friendly
sdvice. The situation was summed up o the present writer by one
of the most distinguished rural eo-cperators in the Presidency in the
words: ““ If the bank tries to wield anthority over the unions, tha anions
simply won't work."* Tiutuaultamentthntwﬁlﬁnénechmmy
dcmoen&chenrts
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6. Need for a larger organization for co-ordinating local unions.—At
the same time, it is often recognized thaf there is a need for some larger
organization than the unions which can co-ordinate their work and, where -
necessary, moderate anomalies and may ultimately lead to a larger and -
truly democratic organization. It is desirable, for instance, thet the
unions should have some opporfunity of meeling and comparing notes
and of learning from each other; and this can perhaps best be secured
through & common organization to which all belong. There are, again,
cases in which the different unions in a district are very differently situ-
ated with regard to funds, some having more than they want and others
no} being able to pay their way. And it is desirable that some une should
be in a position fo arrange for contributions from the one to the other,

It is not necessary to multiply instances of this sort, as it is sufficiently
clear that some further application of the principle of unity among the
unions, which will enable them to look after each other and fo think and
act fogether, is much to be desired.

7. Which must be based on willing acquiescence. of local unions.—
Experience will no doubt dictate in time what is the best form for such
an organization. It would seem, however, a postulate for its success that
it should be based on the willing, unforced and hearty acquiescence of
the unions and should in no way french upon their individuality, respon-
sibility or self-respect. The back bone of rural co-operation lies, and must
always lie, in the work of the leading ryot co-operators. It is.this fact
which, as noted abeve, constitutes the outstanding value of the local union,
since it is in the local union that such men find the best scope for their
activities. And any scheme for unity or harmony among the local unions
would do more harm than good if it impaired the individuality of the
unions or destroyed the semse of responsibility in the union governing
bodies. Unity in such a scheme would be bought at too high a price.

-8. Attempts ot co-ordination.—Meanwhile, unions have been feeling
their way towards some means of common consultation and eommon -
action. Conferences between representatives of the unions in a district
are not uncommon, and sometimaes the unions of more than one district
meet to discuss the problems in which they are all interested. The alloca-
tion of the * supervision fund *’ belween the various unions is seitled by
such conferences in some districts. In some cases, this is seftled by the
central bank in consultation with the uniong.® Experiments have been

* Kope.— Practice varica very considershly ma to the allocations of these fonds. In some
districts, §t is held that each union bas & right to the whole of the bali per eent eontributed by
jtself and the guarter per cent contributed by the bank; in others, the unions claim to retain -
only their own balf per cent as a matter of nnght, the quarter per oent being regarded as a
distriet fond for reguinting inequalities. There are aleo other variations of prasctics,
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made in some districts with a % district council of supervision’™ en
which the central bank and the unions are alike represented and which
receives and administers a porfion of the ** disirict supervision fund.”
The most snccessful of these councils has been that in North Arcot district
which hes recently recomstituted itself into a council of unions exly,
without representatives of the bank.

8. Management of a local union.—The local union is managed by a
small governing body elected by the representatives of the affiliated
societies. It employs a supervisor who is constantly on tour inspecling
societies and who sends inspection reporis to the secretary of the umion.
These are placed before the governing body, which meets periodically and
issues ins{ructions and sdvice fo the societies. The visils of the super-
visor are supplemented by visits from the governing body members them-
selves, who go rourd the societies and use their personal influence with
the members. Ii need hardly be said that such visits are of greaf value.

10. Relation of local unions to socictics.—The wnions are not legally
responsible for the debls of their affiliated societies and give mo ** gua-
rantce *’ for these debts, as is done in some provinces. But they aceept a
moral responsibility for the proper conduct of the societies and for the
prompt payment of their debls snd take considerable pride in doing
their work well. It is the general practice that all applications for loams
from its affiliated societies are sent tc the bank through the local union
and that the bank accepts the recommendation of the anion as to whether
the loan should be given or not. Again, extensions of time to debiors
cannot be given by a sociely fo its members without the permission of
the union. Buit sparf from these powers, the union can exercise very
considerable control over its socielies through the personal influence of
its governing body members.

11. Union supervisors and Government snspectors—There is patun.
rally some degree of over-lapping between the wark of the anion super-
visors and the Government inspectors. In time, it is hoped the unions
will be able to manage with less and less help from inspectors and that
the latter will be able to confine themselves to organization and audit,
and ultimately to audit alone. Meanwhile, though it is attempted to de-
fine the respective provinces of thess two agencies, the conditions of the
different districte sre so varying that the degree of supervision done by
inspectors varies considerably also.

12. Homorary workers.—Reference has already been made more than
once to the way in which the work of the co-operative depariment has
been lightened by the unpaid assistence of honorary workers. Not only
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has a considerable amount of supervision and organization been done
by the officers of the central banks, but a considerable number of private
gentlemen have placed their services at the disposal of the (lovernwment
as °° Honorary Organizers” and “* Honorary Assistanf Registrars.” A
great deal of valuable work has been done by these gentlemen, and it is
generally desired that their numbers and activities should be increased.
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APPENDIX i,

- THE RGGHQAI..E SYSTEM OF GO-OPERATIVE TRADE. .

Smor the foregoing pages were printed, it has been suggested to the
writer that a rather fuller treatment of the differences between the Rochdale
aystém and the alternative system often followed in Madras of managing a
so-operative store would be welcomed by co-operators. The following nots
is therefore appended : — '

It wiil be remembered that, broadly speaking, there are two methods of
fixing the price st which articles are sold by the soclety to its me nbers, A.
sooiety may either take the oost price, add a emall percontage to cover ite
own expenses snd sell the article at a refail price representing the oost price
plus the percentage; or it may sell the articles at or about the ordinary
retail market price prevailing in the neighbourhood and may periodioally,
after mesting ite expenses and making & provision for reserve fund, divide
the profit as a bonus among the various purchasers in proportion fo the
amount purchased by them during the period.  The latter is the Roobdale
system devised some seventy years ago, as the result of many years’experi-
ment by English cv-operators. Where every other method had failed, this
proved completely succesaful and haa stocd the test of time. But inexperi-
enced co-operators are often not able io see much attraclion in waiting for an
advantage which they think may never core and which s, at any rate, remote
and onnnot be indmced to desert the  village shop with ite specious
allurements unless their own society will sell them articles cheaper than they
ean got themn elsewhers. Hence, a8 remarked on page 28, some of omr
sooieties prefer to give their members their profit at once in the form of
redaced prices. But this system has its own dangers.  All the purchases

; made by the society are not equally fortunate. Some may be extremely

profitable, while others, owing to an unforsseen fall in price, may even
result in & loss.  And if the profits mads over the more fortunate purchase
have already been dissipated by selling the artioles purchased at cost pries,
how are the losses inourred over the less forfunate purchases to be recouped ¥
Will the members be willing to buy these articles at & rate higher than the
market rate P It is much to be feared they will not. And i they are scld
% & loss, what is the position of the society ¥ It is little to be wondered at

that some of our stoxes work at o loss. And how long can a scciety bear
such lossea P

8
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Mozsover ao long as a eoolety works on a systom of selling ab or near cost
price instead of at or near the market retail price, it is diffioult to jndge
fairly whether a society is working properly or not; since a part of the
profit goes direct to the members and never appears in the accounts b all.
Under the English system, however, the whole of the profit is shown in the

~aecounts and it is possible to see at once the extent to which the society has
bsneﬁteé the members.

I has boon stated on page 28, but the point might well be further
emphasized, that the Bochdale system has the further advantage of helping
the members to save. The smpori:ance of stimulating the habit of saving
among our co-operators can hardly be overestimated. Our societies live far
too exclusively on other people’s money, espscially on the loans from the
central banks. And anything which can stimulate the saving of members
is much to be commended.

It should be added that the Rochdale sysﬁem cannot be wnrked onléss
the somety rigorously resiricts the dividend payable on share capital. In
some sg-called oo-operative institutions, the articles are indeed sold at the
rataﬁ market rate but the profits are devoted not to giving a bonus on
;surcizases but to piving enormons dividends on ¢apital. ~ This, of course, is
not co-operation at all. Fortunately in this Presidency, the principle has
long been recognized that the dividends on share capital should be limited,

» ~and all societies introduce sach a limit in their by-laws. In fact, it is

" recognized that share capital is only entitled to & ocertain return—or, as the
English co-operators say, to * the wages of capital? It follows that the rest
of the profits of a store should go to strengthening the society and in
distribnting deferred profits to those who have dealt with it.

It in probable that the disinclination of some of our Madras cv-operators
to embrace the English system might be removed if profits were caloulated
and divided at mare frequent intervals, This is usually done once a year.
It is probable that a quarterly division would be mere popular, Men may
be i_mwiiling to wait for a whole yesr inr their deferred profits.  Perhaps
they would not mind waiting three months. '



APPENDIX ii, .
8tatement showing the progress 01; co-operation during the years 1914-15 to 1919-20.

» Pariicu)ara.

1914-16.

- 1917-18.

1916-18, 1916-17. 1918-19, 191920,

1. Total number of societios . v .e ae e we 1,600 1,800 2,918 2,718 3,676 5,027

Central banks including Provincial bak .. .. .. .. 10 11 14 20 26 a0

agricnltural societies .. .. e 4. ee s 1,442 1,602 1,821 2,292 2,082 4,918

non-agricuitoral soietios e . . . ve 128 167 224 842 468 641

store socistice O 11 18 15 3z 80 87

trading nmions . . v o . P e ve PR . 21 &7

ﬁnm"lm J weavere! societies G e e me me ae 1 B 2 7 | i2 21

of | puilding societisa o e e e 8 8 10 ¢ 10 1 14

agrien]toral purchave and wale sociotion e . . 8 L] 12 17 81 b8

- | agrioultural production and sale sooietion .. .. .. . . 2 2 2 )
primury sosieties bronght under union control ° .. »« | Abont 400 A04 1,768 2,416 9,8%¢ 8,640 |

4. ‘Tota) pumber of members of ali sovieties .. . .. .. 118,726 138,286 163,121 . 181,041 244,297 829,588

Average number of members per society ., . . e 742 767 74 74 68 67

8. Nnmber of Asistant Begistraxs .. .. e . . 3 é 7 8 '} 18

o Inepeetors (including chief inapectors) . ve b4 64 64 64 86 247

V™ s B 81 57 74 108 138

" enpervisors employed by uniona . e . 12 26 68 76 12 127

#. Working ospital of all societios in lukhs .. . o ve 140-89 16889 204-99 284-92 80519 80426

Paid-up ehare capitel of sll eocieties in lakhs .- . . 13-69 16-12 2049 26-13 84-69 6024

Reserve fund of all societies in Jakbe e e we o 806 849 9-6% 11118 1486 1742

5. Net profit of non-agricaltursl sosietion . e .. BA, 86,968 76,788 114,972 1,562,974 1,62,698 1,78,128

Net profit of agricultural eosietiea .. . . . 1,42,616 43,740 39,018 47,134 16,652 44,669

8. Depocits lowelly obtained by non:ngﬁonlhsm! a?cimeo e s 9,687,180 13,490,998 16,Y8,14) 20,227,622 26,79,668 83,78,600

Depogits locally obteined hy agrionltarel societies .. o 6,22,440 7,29,120 8,62,47¢ 9,00,600 | 10,76,668 13,09,818

7, Youns from central bunks and other [ nou-sgrionltural societi ,, 1,81,87¢ 1,684,020 2,608,341 8,867,364 B,36,278 8,356,820

scoietios to o . v | agricultural societies.. ., | 40,94,254 | 57,62,772 | €8,82,216 | 76,14,076 | 95,80,777 1,28,30,362

8. Percevinge of unsollected balanoe [ central banks,. v e 1871 2362 1486 12-27 14:16 -10+80

of pringipal (ourrent and arrears) { non-agricnltural sovieties ., 1076 o4l 8-00 024 11-11 11-01

we . » v " ngnm]tm‘il ﬂooi(’:hea. . o 38-83 21-68 28'76 - 2440 b0 2578

9. Tots) ealen b’y storen e ew e e LN LD B, 7:22,601 6;9*;026 6,81,000 5,03.711 I8,11,§69 28,*3,078

10, Totsl joint purchases by agrioultarsl sosieties .. .. “ T e . 18,866 | 8,00,000 6,158,416

11. Total joint sales by agrionitural scoivkies . . 4 " o e . 7,186 57,018 1,131,841

8¥
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'ON CO-OPERATION. o
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Government Prees, Bombay, 1910,
Oxford University Pross, 1090,
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Allahsbad.

Taraporewsls, Bombaey, 1816,
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Government Press, Madras.
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Government Pross, Hagpor, 1614.
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