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1 

T.T. Smekumsr 

Cadd8~ations of credit mechanhm as a nuitable mode of appropdatiim of 
su@ue, compamd tb rent, explaine to e m e t  extent the motivetion behind atate 

intervention in the money market in s .pe&amt salaty? The lster half of the 
nineteenth century and the h t  half of tho twentieth century are otten 
characterized a0 periods of gmwlng state intervontlon in this repard.' Direct State 
Intewention'in the mdit mwket by reorgtmizing the ayetem of agricultural lome 
and the emergence of the co-operative credit system under the State Mtiative am 
two examples or euch apedfle inetanceo wbich have recaived gcholarly attention. 
I t   ha^ been argued that in British India, these interventlonrt heralded a new era 
of ataeism whereby the colonist ae thorltlee accepted the @tats'@ reapon~ibili tr for 
economic development? What is important in this context, however, h to 

understand the d&tmcee under which new inetitutlons were moulded and In 
what way and by which the atate" perspective of the agrarian ultuathn In India 
affected their nature and evolution, In other words, the emphaaie has to be 
shifted f h m  8tate.e role In - t e r n  e w d e  development to a rtudy of the 
incongruity between State's perspective or the peasantry and the new inetitutiond 
arrangemente. Although an enhanced rrtate intervention would mean s mom 
organieed regime of extraction and control of economic susplw, the euccare and 

- tailure of each Lndlvfdual project depended heavily on the soda-politlcd context 
In which It  operated. More aigniricant however wlts the relative class and c a t s  

poeitions fn the rmral society, which formed the bash of the v d e d  and differential 
mponses of the peasantry which was highly hiermhlcal. Peasants' responae to 

I Thanks am due to KP. Kannm, G.N, Rae, P.K. Michael Tharakan, and S. Umaderl 
for helphi comments on aa e d e r  draft and far uiseful discussions. The usual 
di8clafmera apply, 1 

1 wcptha w, m l a n  mml : m, E d a l  m ? m  and Politics Imridp, 
39861:98). 



etate Wtiatlves and resolving at ate dllenunae regerding the euccemf'ul gmmmentnl 
mbaagmlaent of the different eectfon of the pewsotry charaotedzsd by bdth cute 
and dasa divielane decided tha uutaome of every mate action. Thin pnpar 

examines tho interventienist expedemre of the Thfruvltamcare etate in the &t 

mnrkrt durlng the two snd hall decades pmcedine 1940. We apedfically lmk into 
the tr-tory of two State fntewentlona, one and the other Indirect. The 
direct interrentlm wam -ugh the syetam ot  prwfding agricuitumi loans and the 
action flmm a dietance w a e  through the mtnbliahment of the co-operative 
movement, W4 w e  that the inabUity of the mvernment to rope up w i t h  the 

sharp modal and economlc dlvitaiom in the peaaant society had bean among otfrsre, 

a ftudaamtal mason for the fallwe of these two institutions. paper ia 
dlvfded Into four sectiorua. !Section two, which fillow thls brief Introduction, deals 
with tha hktmy at the syetem of @cultmat credit eyatem and the hctmm that 

led b ItiPfinal collapse and dleappaarmce. Ssction thme examhe8 the orighw ot 
t h m  -ative movement In Thinrvltumom and its chaotic axIt3tence In what 
be chwaetefited as a 'mult iplex~mtsty,  tollowing ~lmckman,' Seetlon iwr 
provlclau llama mncludlnp obeorvntions. 

The notion of State nsdstance to the peasants appaans to have besn an 
- Integrst part or the  patron-clfent WatfmMp that existed betoreen tba 

Thhtvitameow @tab and it8 subjects, t%rmqumtIy the practice of dlrrWbuw 
sdvnneee for egricultural purposes to pelrsaats by the state waa widely pmvlrlsnt 
in the -on tram emly perioch onwards. Severd cadJan d m  pmtabb# to thr 
18th cmtary admhhmdon of TWvitas#rore hold testimony to the tact that thh 
~ocHm YU by no meuu ~nlraq-t.' The eyatem pmvailed without uly atatutmy 
bads by promtQgatlng necessary orders iseuad by tbr ndmMstratiosl tmm time to 
dm. The traditional commitment of the Stats In pmldhg  rurd ersdit Isoraver m r  



mvamped and regulated by the cloect of the 19th century followhg attempts by 

M a s h  Indian authoritieo to reorgmlrre the machantam of 'Takkavi' advences' with 

a view to ewum &cultural raproduction in the. colmal context of detdmatlon 
of l i v w  8t~dtUdtI v ~ d  ro~equent  *depeasantiabinf! Peter RDbb points out that 

'tha BrJtiah megab on the povarnmente* reopmdbWty for Iendlng support ot 
agriculture, an a m r  compounded by thdr more rlgid cullaction of a high land 
revenue and their withdrawsl of the manu and mvenue privileges of religfous and 
otber fomdatione.' By the late 19th centray, however one ssee a retreat af the 

state to  ita traditional mle in rural cmdt. The colonial bureaucrats found that 

the my~tam can ha uasd for a variety of purpmea like reclamation of indienous 
peogle who were torcad to abandon hill cultivation, settleman t of nomsdic soeietiee, 
quid pm quo fur flsvoun received landlordm atc.' The system or making 

agricultural advance through government credit was practleed by tho British 

government in India In the late eighteenth and early nineteenth centuries. 
Advancee of petty gum8 not exceeding W.50 were ~ ' d h a r I l y  given for purpoees 

such as the pUFCflwe of ~ m d ,   implement^ or hwbandry. bullocks, the repair of old 
or the dl& of new relle or #lot+ inbqumtly for the mere eubmistmce of the 

, mm was w%d to &dgule tbe d 8tate settLgtanoa to 
qdculminseveralpartsofWa.  It~aarrs*(Ei~@streagthtoUwd~th, 
I t o r i ~ y s b ~ i e d ~ r r a d e ~  tkE~grnrermmtpIsmtsat t h e t b Q f  
s a r i n p a n d e l e a t t b e h d h a r v e s t . f s t a r - m m a a m m  
forall advams asade for gurposes mmcW dth a g r i d m .  See R.S. VaidyaMtha 
Blyer, m! hdms *vi umd, ~~, 1m:u. 

7 , ~ ~ r l l ,  fm wtm m, ww a d  wm 
am5tiblwths subject Takkavl M t V m  fPr agriallbn;tl -t was tm&& 
trJa3lewlyaeated'I;tldravibradi. [&eeC;t l ldetothsm htbHntimal A#d~ee 
& Mia (-1 Part N, p* 19.1 

9 ~ a a p l a , t h e c h t e f o b ~ h w l d n g a d r m o r z a t o t h e ~ a f ~ s l a s  ta 
induc9 theRl to SBd tbh relatives to settle in a y i a g  v i l l a g a  then ool~qried by 
Ebseledy and by hhq m, astabLEgtr a m t  txttlmt rmd a u g k t e  tlw 
wld& hid km ammwd by ttm -1s. fh klre drer M, tb &mma to m l n  
wretomX1mtOsettlednrm in aner;poE&rJ t o d t i v a t e  id aa a mamot 
mbdsbme lnsW of livinp m th p- of ebe jtargles ard m l m a l  aphnmh 
aad fm ewr dvanging tbair nbodn. (let- fnm Witern mt in f l w k s h  lo 
th Q,UecEor of I ( l d  dt.  25 July 1871 ; -1lngs Wl . I  bvmr, ~gri&md 
d Cbrmrce mrbmt, M v i  m, NaUmal h d v a x ,  Nm NUd). In 
instam, acting fkmtary to the Wmmmt of kmhq wmte I;o UE m h r - y  ul 
E;uwrmmt of Mia: '"Ftltteh m'tr cl m t r m c P s  am t& MH t ; ~  @ as t h y  m r ~ ;  
bat be mrkl M, cbmtxdly ad so mbly  p c l m ~ l l y  and with aJ1 hi!; trihe Idst yew 
duriny k b  LurhdrJfd Jx1hhi1 uiki ilk M K ~ L  111 grr l i~ l  tldlq!rl I l ~ t  t 1 6  JIIIV~HY~ mlqht, 
be nwk a gift". (Bid) , 



ryot~ tl11 the next hw.et.* HOW- to -ate the advance M ~ c h  
loam by making I t  a permanent part of the ordhsry revenue adminlstratian w m  
formulated in the late fieteenth century mtsnrr1bl y with the apreed of a Ifwdity 
Q3eie in the Indian Fufal countrymids effgctmd by the structvree at Mtbh ecmomb 

po~lcy .~~  maemt WdaU of mmmd mmpldnt. rmrni"~ th. dlmhutlon ob 
credf t in the Tlmt half of  the 18th century have been reported by vplrloue Britieh 
mammaat o ~ e i u ~ m  at tha locd ievrlm.ll. ~ h .  ~ t l b  mvanuammt meponded to 
the emerOfnO eituatim d credit aqmem by mmrtlng to the m o a t i o n  of tba 

takkavl clyetam ns a counterbanding &anism by maetlns two loma acts In 
1870~s.' In ~h l~v i tnmeon .  bowever formal legal status wm given to the ryetsm 
after a lag ot 20 years In 1891 wjth the promulgation of the regulation IV of 1006 

r ME 11891 AD]. 

.1 

Nonetheless, as fn the caae ot  British India, this regulation did not bring In 
any immediate change in the ineffective character of the acheme or generate my 

enthudmtic ret-iponee f m m  the peasants. Admint~tmtive repcirta af the yeara rbon 

after the enactment of the &ation tgstify to the rather pQor respome of the 
farmam in availing the agricultural loans.'' The legal pmedwea for obtaining 
the lorn wew very cumbemame and the pwvdencs o? cozmptlon and nepotism at 

the various levela of the bureaucracy ~ ~ I I Q I O W I ~ ~ ~  the welter of admlnfstratlve 
difficulties. The gmse ieffecdvenees d the existing rryetem urged the government 

to tormul&ie a mom sy8tematlc e x h e  of the &@cultural bane aeheme. In order 
to facilitate thla the Land Impmvemnt and A~deultural'  bane Regulation IX  of 
1094 ME El919 AD) w# pmmulgatd with pvlnions strictly efdlar ta the t&kkavd 
lorn act* which pnv.ilad in Br1Uuh. India! Thfa mlneided with a hrrthw 
expanalonary phme of agridture h Tltuvitmeam and , m l t i n g  In nn 



unpmmdsnted demand tor 10- fmm the varfoue eections of the pemantry.' 
Ormere of large torest lands and m u l a t o m  who had obtained pudtrwals demanded 
larga 10- for var3oue casb ampa Hks coconut ar pepper and for put- up b d  

In backwatsre aod wclaldug land.'' Agricultural loure were advanced to 

fmnem under vdoup  Ks;y.d {BackwatarE redamstton 8chemse a@mt 
mDateral bonds," The Tahsllldar of Kunnathur tdulr noted that under hlg 
jurImdiotlm 1- am- ro@loLared u pudwvala IeCt uncuftlvatod by ownme utd 
r r d m  should be given to an applicant by name B m k m  Panddai e h m  "it ohll 
be a d d  leason to o ~ l s r s ~ . ~  -  ha etatei aim raipunded pasitlvely to the 

demmda of legldatore for the Wrxation of the p m d u r e e  88 well no othar 
a m s t l a n a  to impmve the orgdeatjmral ettuctum of the aystem. In a 

mjmaentatjoa, lbmn Pil ld,  member of S#d Moolrm Popular Assmbly JSMPA) w d  

*at tbs  bly~item of gale of manure aa wdit should be replaced by n eyetern d 

short term loum oX smaller magdtudgs under tba mculturnl loma m&ulatfon "whb 
emy Lnd prmtieablci N l a r  to  enable the people to purchw6 me&. ranurea etcJ 

Gamqwmtly, a eet & mlea were passed under tbe eame mgulation eu~gesting that 
loans may be @anted to  purpoeea other than land Improvement, euch ne, for 
pu~chmm 01 cattle. agrieulMal ~mplerp~rt . ,  aeeh and mu-.' 1 ~ 2 2  the 
government exempted all applications at loan up to Re.200 under thia mguls~on 
fmm paying m y  mut f e d  t o ~ o * . d  by a .MU . u s t i o n  tor e t . q  duty tm 
bwr& executed In thh regard facilltatiag a smother pmrdure ror n v d l l ~  
m~dtllr&i I-.? 

I4 P m :  l3lxm; OD, Ism 



Thls official pa1Jcy of partial o n c o u r ~ m n t ,  immediately rasultsd in an 
unprecedented demand for aoriEultural loans. Applications for Inam were  tar 

exmeding the quota nlmady ul mart tor the p w e . ' (  At the be(llnnlnp or the 

year log8 M.E, [mid 192I AD], the& were total at 208 applications f a  an uamt 
ot RP.384 thousand pending at the twr. acrlaalntatratlvr dlvidona together, while the 
allotment far the year w a e  mly FCa.100 thoucland. In the three months roflowed 
another 135 freah ag~plhatimm rare received' Havevar the amount dish-d 
upto the end of the quarter wm only b.42 thawand. As 0nrly aa 1021 the WllTC 

wrote to tbe Chief Secretary that there am m a  of applicntione tor big aums h m  

landholders wbo have scqtdmd lsrge puduval h c t s  and ale0 f m m  people who 
owned kayal lands.' The following table i illustrative of the situation whsre 
loan applications w e m  pouring In m e  the  edmhhtmtive mechanism s.ltnymle to 

cape with the mdden rise fn Uemand. 

k 

lslou 3 month 3 to C ~ m t h  6 to 12 mth Wve I f  I W ~ L R  7otal 
of rlcsipt of rsesipt of nc~lpt of receipt 

Diririoa 
l o .  Imr t  k. Inblmt lo.  lMmE herel 

frlradtmm 1 It437 41 3iBI 7 31311 4 5'11 3 
Nilon 41 12756 t 6951 11 14100 J 43100 TO 91106 
Iott iyam f J  30110 16 35550 f 13100 I 19110 58 103551 
Devikla~ -- -- 4 11500 s 1480fi 9 -11501 -. 
Total 80 31113 79 WON 13- 11t518 I t  illil 119 316931 

t 

This booming trend contimed in tbs early as waU ae mid 1920'8 and a host 
or app~icetions w e r e  rejected for WMI or M~B.' \lid h e  t~virston of itma to 

relief meaeume for the suff- fmm flood in I924 the eyetem of dlstrlbutjng 
agrIeu1hu.l loans came to B virtual aI.nd.tlll. albeit ~ m p m u l l y ~  But mom md 



more appllc&tlona for lomar under the schema ware received by the suthorltiee tmm 
~ a r i 0 ~ 8  parts of the State, - IR f 926 Land R @ Q ~ ~ u B  bad Income Tax Comarlasfonar 
( W C )  was writing to the Wlst Semtary that *appUcatfma far mcultutrrl bsne 
a bming received by ra~ululy*.* ~n I O U ~  session of -A. it w u  
euggauted that mom money should be uat apart for the grant of mculturd loans, 
ln resgonee to which the Dewan of Thlnrvftglneora replied that I f  tbe mount 
allotted wne not eufficient moce hall  bs given. *We w a n t  to push on w i t h  

immm he *.id.' ~ m e v . r  ~11. mlicy w a r a t l o .  w u  not even-l~ -. 
followed up with any contrete action. Even In 1839, aa pointed out by ths 

Banking hquiciss bommlttee, the amount mnnted for the purposg wag just 

R~.~.BO,BIS.~ The Depnn~ion Enquiry ~oamktee  a l ~ o  poidted out tbat the 
witnemen uhe gave evidence betore the Committea Including LMd Revenus omdale 

wem unanfmoue in the opinion that th dotmeat under 8griEultrJFal lwrne 
11*tlon w.1 thmughly inadaquate t o  meat the nmda 01 the ryots** nU 
Cornwittea in ita turn ~~ that a Ubernl allotment a h a d  be prwlded tor 
ngrku1tur.l 10w? Th. c u e  d Kuttmd rmtm w a s  speclf'icllly mentioned by ths 
Committse, htructhg the ~ v . s m e m t  to #at apart at lenst Ra.1.00,000 rolely for 
8dvmchg spedal lonm to the Kuttanad ryob in view of tbe latge cultketfan 

-*. 
expewee in that repian.' 



With the oneet of dwression them wm : a palpable contraction In tho 
availability of nvd c r d t  which multed  in a fwthes risa in demand for 

goverrunental neeiatance. But the mepones of the governmsat in U3e regard wm 
Iukewam and the additional amount nmctimed by tbe government to meet the 

rising demand for mdt WM vmy me-, nrrd hence fneufflcisnt Isem table a). 
I 

Table 3 

Amount Iliabursed an Agricultural 1;oana 1930/29 - 1933/34 

Source:' Travancore Administration Reports, relevant years. 

Year Allount Percent increnae over 
the previous year 

Recovery of adcultural lame ale0 Mame dfffiault during the period of depreeaion, 
Prayem were received by the mvernment h m  ryota tor mncesaione with re~pmt 

to the terms of' repayment of loans taken by them? The government had no 
option but to relent.* 

1920-29 
w a g - 3 0  
1930-31 
1931-32 
1933-33 
1933-34 

The reluctance on the part of the meramant to hemme the allotment for 

adcultural loans to any cdderabla  ~ c a l a  was compolq~dsd by the fact that mat 
ot the applicatione- received we- for large sume of money. Table 3 shows that the 

average mount demended by loan applicants wae very h all the fm 
achnhietretive bivlrriona fn Thhmitammm, given the low quota a t  money 08t apart 
for the purpoae, 

150015 
. 157518 

a87774 
389793 
353007 .m 

272928 

-- 
5.0  t 

82.7 
35.5 
-9.4 

-22.7 



Table S 

Average amount or 1- applied aad Pend- sppUcutiam in 1922 
* lrxl Re, Appnmimatd 

Murce: Based on Table 1, 

Id~injstrative 
Pivirion 

Trioandm 
Qulloa 
Pottaym 
Davi kt11 am 

%tar 

Lower rats of interest alongaide with a. longer tima span available br tha 
repayment in easy hetalmmts aa compared to other ~ourree of cmdt would have 

baan the major reason8 or this m8h for governmental loane. I t  should be noted 
tbat deapite certain balf hearted attemptn by the state te relax Bame of the 
adminfstratsve and legal henalee mmciated'with the p m m b m  of loan dietdbutlon, 
it remained one of the most cumbe~some activities of the Revenue omelals. First, 
there wcte the problem of verif'yiw the ascurity offewd -st the lam. The 
nature of land holdings, the prevalence of MammaRRathaynm a y ~ k m  of fnherltanee 
among the maJm communities pwventfng p d t i o n  -and allenation of the pmpertiea 
o t  the Tharawad etc, meant that only after re ly  detailed invastlgatIone lonna could 
be sanctioned to thase who have applfed, This implied  due delay In the fhal 

- dtetribution ot the money, Howevar it ir lntemtingtonote that In spite o t  the 
arduous charseter of the institution of &cultural l m u  tbem wm a conrtant rfee 

in the demand for the rrme. 

1t i3 worth noting in thie m t e x t  that the e d t y  or agpUcationa 

Belov 3 
l0pthB 

1421 
555 
I504 - 

particularly for huge amounts i'mm l m g ~ ~  farmem posed an immediate policy 

question b e h  the State, I t  WU viewed that tbe ayetern of mmrltural loen w# 

3to6 
mtbr 

884 
869 

5360 
4615 , 

Inetltutad primarily t o  aesist thoss ernall-farmers who face subeietence d s i a  and 
are more vulnerable to the vagaries of both weather as well as the market. Tbe 
Pewan of Thhvitamcors in his reply to 8 wpreeentcttion to SMPA ~ t w e s e d  that the 

6 - 12 
#snths 

2254 
1591 
I729 
4800 

I016 

"Agrt~ultural loam are mainly Intended for the poor and it the poor do not make 

1338 f 228 

advantmge of the l o w  the blme doem not 31s with the government. Of the one 

&v0 11 
mntha 

3429 
4021 
1750 
I 

lakh mpeeB earmarked for the agriculllturtll 10- last year Rs, 95000 were nctudly 

Total 

1335 
1317 
1785 
4733 

4003 

advanced, Applicatiom f m m  the poor wlll certainly be vmfemd to  those h m  tbe 

l384 



dch. The latter can command money in tiaa open &market vhUs P a  hmer 

But lower down the hierarchy of a9pMetration the ambiguity regmhg the 

pollcy for distributing &#riaultuFal lourn w&e very etrong. In s letter to Chief 

Secretary LMTC opined tlrnt dth- the grant of Imna to ventureeome capitdbtm 
tor rehing d n a w  cropa on 1- scsla would mrtsJnly d a e  the produetivlty of 
state. the government need not finance them ~ h c e  they d d  m b h  ~escr-s 

h m  Banks and hundl merchants# Ha -ad that 'the object of granting loans 
to ryots fcr to encowam agricultura, help tbe needy holder of land to imp~ove bie 
holding by granting loans on eaey termrm by way o t  reduced interest and repayment 
in inrrtalmentn ctnd aave him mrn tha clutcbw of money Ietndere who demand 
m n e d y  very M* rate* and commisaioms.* 

But the CMef Semetary hnd a different #tory to tell. He wrote back to 

LRITC that the government had already ordered t h d  "it w a s  not sound pollcy to 

rhut out appllcertions foe tbe grant that the amolmt ot loan applfed tor 18 large 

and ths land to be Improved cover big m a  sod to entertain only thoae 
epplicatim that rslats to .the impmve-t of small masu.' On the contrary ha 
Celt that the gwemment ebould give every enmurawment to the impmvemmt of 
large larid holdlnga whether puduval a kayd land." But this atrictula does not 
seem to have been iltrictly adhered to by the UUTC. When W.R. Stdnfmth, Dhtcn-  

of "Pathanamthitta Rubber and By-Pmducte*, applled for a grant ot lean to 

ademonstrate the ndvbabillty of intmdve cultivation by the use of artlLTlda1 

m m m e  and the provtsion ot  hcilitles Tor Mgatfon', tFUTC meommended that it 
should be rejected on the gmmd tbat wpovement have recently ordamid that 
applicatlon~ Imm ?I& landed men rhould be dlm&geda. '  He aleo mentionad 
that a few other epplfcations have been wetted on the preeumption that the 



witants were 'well-to-do men who can raise funds ~therwise".'~ There was also 

&metion that 550 per cent of the amount allotted every year may be resewed 

L ~ i c a t i o n s  h t n  the poor.u 

In 1923 at the instance of the LRITC, the government had directed the Dewan 
Mkars to discourage the applications for loans from rich land owners. Some of the 

h a n  Peiskm carried out this order in ite most literal sense causing 
m s m e n t  to LRITC hirn~el l".~ Soon, he reverted from his earlier position and 

nded the government to cancel this order. He felt that "this order oP the 

ent was working bit too hmhly" and t1enc.e irrespective of the fact whether 

t is  poor or rich he/~Ile should be granted agricultural advances".' Phs 

or agriculture and fisheries also held a similar view. Most of the 

rmlturists in Thlruvftamcore according to  him. "do not as a rule command 

t fluid capital and me, therefore, invariably put to the naceseity of 

Ing money to meet even the ordinary expenses of cultivation".' He argued 

t 'they generally bomw from the money lenders at exorbitant rates oP interest 

h e a t  the money for the improvement of theh landsu, and since "such 

ent seldom yields the interest which they have to pay the money lendor" 
ch would ultimately puah him down into a debt trap.' He wns or the oplnlon 

although it I s  desirable that small holdere should be given preference to large 
rn in ganting loans the latter should not be shut out entirely from the 
ege o l  obtaining credit facilities simply an tho mound thnt thcy ara ownore 

r larger tracte of' land. The Unemployment Eaqulry Committee dao noted that 

acres of land lie Idle B Thinuvitamcore rur want  of capital and a large 

on of land ownem are deeply immersed in debts on which various ratee of 
have to be paid irom which they are not likely to emerge unaided.' The 

'I (hB amp10 d Iwh mj.qjectim 16 the 1m awliratim frm Velayudhrm IQdmdhm 
aliae FWm Pappan 'Iharm of V a k b  &sa~ t&Makkan, h a d  rm the Wrt. frrm 
t h e i ) A u a f i P e m , T r i v ~ t h a t t h e a p p l i c a n t m  r i d l ~ t o r a l m -  
fm ehmhm. letter frm l.RlX to a, F 1533/24; W ,  WrT. 

I' letter fmn Director of A g r i d t w e  mi Fiskries mhP) to CF, F W: 2105/a8; m. 
m, 



State, hawever. failed to dYer any definite policy directive to the subrdbte 
officerrr in this mgard. "It Je dlfllcult to lay down any hnrd and fmt htrwtion 
h thLa meet but the ~pvemmmt ezpat the otricm ooslpetsnt to mmt loane to 
sxemlsa their d i~er s t iw  judielousl~.' 

w a v e r ,  wwle tbe owmmmt was mt a4e to M a t e  m y  clear 

palicy mgadng the dirrtrlbution ot l o ~ e  to the dlfYehent etrata of the peaemtry, 
the ayrtam vss dsganamting in the facsee d gmwJno mmptjon md nspotlamM It  
was not (yuarante~d that the loaner were strictly umd toxl agricultural pupmem. A 

laademtte in the *Ksrala IWmmn wr tba 29th November 3923 d a t e d  mt that 

many of those who have taken &cultural lome wemi ueing it fwr other 

purposes.' I t  was s-sted that a statement eontddng particulars -ng 
those who have evaited laanr and the wo&a far which they spent tht money should 
be publfsbed in the ~a2ette.U Mrmahelapl, tbs ollldal FBB- to an Internal 

enquiry was to dismiss the allegation as W l y  baaelass.' mRathldinamn dated 

6th February 1925 allaged that the wets were not the real benelidarfes of the 

selaeme "Tltcse loans were Intended to hip the poor and b a f l d a  ~ c u l t u r l e t a .  But 
h practice bfg rem behg given to merriment omcare and EIpvernment 

penaionersm." Them w e m  wveral hat-m w h e n  ratired government onldlle 
mceived @pedal treatment in getting the loan as well gs mtting relaxations In the 
pmms ol recovery.' Deaplte Ih61 offkid denial. as late as 1030'. ~omplainte 

51 t b i a g e a d ~ d n s r t f e r ~ ~ i n t b e c a m o f ~ o f b m l  
l i & t p ~ - ~ a l s o , ( h s & ~ a i n t M r h & i n ~  
W d a t s d ~ ~ r ~ ~ ~ d y b y t h e ~ * ~ 2 1 y , ~  
~ ~ t f n a ~ ~ ~ ~ ~ , b a r g a i n , ~ , - ~ Q f  
~ p n p x t y a t c . w i t h h t b a i r ~ e t ~ w i t b e r n t p r L o r ~ f m t b e  
~ , ~ l ~ g ~ . i D B e Q r n : 6 t U X ; J a , W . ~ ,  shmtbh-awlcd 
a b i n f t i a l p o l l ~ ~ l a t b a s t a t a a l c a g ~ ~ ,  the-af 
~ t i u t a m d ~ d m i d ~ b e ~ n a  t b t d a l s t r a t e g i ~ d  rival 
~ g r a p s m g a i n 3 n u g p o r b a a e k n ~ ~ ~ t i c a l ~ d ' I b l m l -  
Stab. 

56 ~ ~ ~ t h e c a s e o f a r e t i r e d ~ ~ l w b a d e d l o r r n f m n t h e ~ a a d  
f d d  to fulfil tb odium, pmdhw stalled zard m i m  
g r d  to him cn ths gmmd thnt IE ms rrtircd 'Wgl~" official In the m. 
I h e c a s e d v e d t h n t t r m t d m a t  thdianlm: h'-, lstJum192l. 



were raised in the legislative lorums regarding m p t l o n ,  nepotism and non- 
avail~lblllty of loan to the pmr and the needy whicb characterized the syetem or 

proridlng agrfcultural leans. 

Moat otten the potentially pmductivs small Tamers were also rentable to 

sn tisfy the callnteral security requiremetkt e p d f l e d  In the regulation. The State, 

like other lending inetitutlons, showed an "inherent tendency to  allocate reaourcee 
to Investom with best eecurity, rather thm W e  with the bmt i8chemeeu,' Even 
in caees whew the smell fstmem were able to offer security, the State preterred 
large and capitalist farmem. It could be the pemeived hi* risk of lending to 
small borrowers that prevented the government h m  allotting loans, I t  was 

observed In  1929 that *The general complaint in the matter of &ranan& lortoe is 

not that the poor who are unable to offer security am not granted loms, but that, 

as compared with the well to do, the relatfvely poor and the  Addle claasee, who 

are able to offer security find it  difficult to obtain loans and that the bulk of the 

loans go generally to the well-toydo and the influential! But it can be seen 

thit even after following a pollcy or selective lendfng to large ramem, the rnte 

or recovery was hovering around 40 per cent In the a m g a t e .  Table 4 dvea a 

scul.omant aT the nmuunt. pay ablo, the amaunt recovered and tha balance left In tha 
year 1941, under agricultural loane. 

Tabla I 

Recovery Statm of A&eul;trrral Loans, 1841 

laarce: LALID, 1941-42, p. 36, 

Kim, P.L. pInara foc tb% M & m l  Ommh a-, Is:%) rn h 
IbddkOHLsszake, gxrsgslitpiditv swrdrrr!intlm B m k i n a ~ y a h j n l o v  i m  
wmirrp m e a ,  WohR;fag mJo.34, -5 of -, - of 
ckiantal ad AgrfdhrraE mK?h, Unimity af -, P. U* 



Under these circumstanc~e, it was not poesible for the wvemmont to  pt~sh 

mwith the programme of agricultural lome. Therefore the work of granting suck 

loam was transferred to  the Trlivancore Credit Bank in 1940 and government, 

mpletely wjthdrew from the scene. 5t 

ACITON AT A DISTANCE : THE CHAOS OF CO-OPERATION 

The ground was set for tho intmduetion of ,:o-opertntive syptem in 

TbIruvitamcore quite unexpectedly in 1911 after a discussi~n on the working of 

3dnt stock companies in the SMPA, The SMPA, criticJzing the fl~nctioning of tlla 

bht Btock companies requested the governments; to Infti ate ateps for Ehc, cflx~trni 

tnd regulation of these companies.' The government however refused to interfere 

rfth the working of the joht  stock companies and Inetead directed the legislation 

hpartment to take neceesary steps to  formulate! a co-operative regulation haeed 

M the nlodel whlch prevailed in the Britlsh Indian provlncs of ~ n d r a s . "  An noled 

bp the Trnvaricore Cn-operative Enquiry Cornmi ttet! the conditions or the in6 t i  t11 tion 

of co-operatlvee In Thiruvjtamcorn were entirely different from that of the 

rltuation in British India. However, the multiplex social-etructure into whlch the 
&-operathe aystern was introduced affected j t s  poten ti al of' BUCCBRA in 
mfFuvitamcore in terma of mobilization of resources as well ae the suetainahility 

of the movement. The initial phase of its growth therefore was eesclntially 

chcter3zed by multifarious tensions and Frictions. This resulted in creating an 

fasurmountable inertia for the co-operative institutions particularly in its early 

years, The perf'unctory rnanrrer in which the syatem was Introduced in 

fiimvitamcore had a long and standing negative impact on i ta  functioning both a6 

a democratic infititr~tion Re well os an inetitutional  upp port. h r  the pensant. in 
d f f l t r e ~ ~ .  

'' Itishtemtingtarec01l~theShte'smlierawrsim~sUGRp~itim~,Jn 
1926, the Dewan p m m m d l  that "'I have rn faith in Rqriml hlral Pa&. rim bnks 
have pwvcd to be a f ailwe wherever thy hue heen trk?" . Imto(x7 Ihe Dman b e d  
to ?EX co-aperative d e t y  as "a nore appmriate a w l  TJumlqtr which ponr my 
&Mn ImP'. P.No.2302/% MI, KAT. 



Soon after the co-operative regulation was prursed by the GMPA, n Regietrar 

of eo-operatives was appointed in 1814.' Following this, In November 1915 the 
f h t  society in Thlruvitmcore, the Trlvmdrum C t m M  co-operative Bank Ltd., 

(TCCB) wse regietemd, To begin witb, the Barrk had a share capital oT 1 lakh 
Bb.Rs, dlvfded into m e  thowand a h m e  of 100 flritiah m e e  (Eib:Re.) each payable 

in flva instalments." By the and of the year, the membership of the Bank was 

srtimated to be 09 IndvIdrrsle and 16 primmy eodstisa. A total  of 377 eharer 
were d-ed d m  the year and the pdd up capital at the end ot the year atood 

at Bh.Rs. 8340, However, the d e t y  began ite functioning by borrowing heavIIy 
Prom the government at a very nominal rate of internst. 22 loan8 8Wmhg up to 

an amount of Bh-RB. 37710 were attvanced In the Initial year itself indicating the 
prevalence of a vew Mgh demand tior mdlt. 

.n 

Dsapfte government patmnmge for the Bank and the gwwing pllbllc demand 
for institutional credit the growth of TCCB was very tardy, pwticzllarly in the Pirat 
elk years of ita exi~tenee. I t  was noted that despite the asaistmce of government 
and involvement of Mgh bureauma& and ihnuentlal local elite, the TCCB could not 

make much progress durlng ita utlal y e w .  This wae particularly true or the 
Bank's cap~city to attract d e p i b  fmm the pubUc. The RMatrsr o f  co-opmtives 

opined in 1017 that: 
"it Ifl a matter of eurprhs that the Bank, coneieting ae it does ot the 
elite or the Town and with e d h t o r a t e  comgmaed of gentlemen 
admittedly wielding vaet influence, should not hava been able to tap 
local reeourcas by attracting depodts ofther fxom the members or h m  
outside public, inepite of the clrcmstarpe that the Lntereet the. Bank 
otfers on deposits i s  tempting enoughm. 

'. 
Thie apathy and ladifiermce of the public, aaoFBlng to the omdal version, 

waa an unfortunate turn out of the chaos that prevailed in the money market in 
1917.' However, I t  could be noted here that in the fallowing year abo there wms 

algdflcant change In the dtuation, In 1918 the Registrar of Co-operatives agdn 
noted thltt Rthe Bank cannot be add to hava eucuitedd in attracting deposits on 
any appreciable ecale. In 1019 also t h e  them waa a growth in tame of both 

Sndlvidual md sadeta1 membemhlp In the Bank, tha Registrar had to conclude that 



"no attempt seems to have been made by the Bank to attract deposits."" Default 
of loan dues alm became a case or constant worry From that year onwar&. The 

Regiet~ar in hie proceedings for the year 1919 etated that: 
"OH the whole tbe year under review cannot be said to have been a 
prospsmus one for the 8ank. Large mums both by way of l o w  md 
fntereata are overdue to the Bank. No efforts ware put tofih to reallee 
these overdue amounts. Many OI the share holder8 i t  Ie seen, have 
remained defaultera for much larger time than can reasonably be 
allowed. Some of them, it ie reported, do not even think of repaying 
the borrowed money at all. These 'h yplooked for t h e  undesirable 
phaaes in the development of the Bank." 

h 1920 alao the Reghtrar was overly w d e d  about the apathy of the Bank 

authorities in making an all-out effort tow- "punctual m d  rigorous collection 
of e w "  due to  the Bank. He aim wanted all the prhary awfetles ta "strictly 

adhere ta the term of Ite covenant ta repay h t h e  its dues to the Central Bankn, 
However, he was ready to admit that such irregularitiee In repayment on the part 

of the primary smietisa cannot be coneidemd am "vary etrange" since they were In 
thoir early ethpaa and "ham not undaratood the mdn princlplae o l  ca-operbtlonw. 
But the bumaucmcy w a ~ l  equally ignorant and iaeff'icient in matters connected w i t h  

eo-operatim. The Ra@strar muld not undedna tha tact that the co-operative 
fnspsctorvl were aiao teohnlcall y unequipped and "several matarlnl irregularltim 

(I were allowed unnoticed" by them* 

Deirpite all theee words or caution from Governmenl the Bank contlnusd Its 

lethargic attitude tow- the enhancement of depmits to the Bank and depended 
mainly on the government advance and itu paid up ahare capital. By 1921, the 
Bsnk had reached a atage where even the repnyment or the 1st hstdment of the 

government advance was going to seriowly afeect the working o t  the Bmk, 

The government dedded to  tighten its grip over the TCCB by directing the 
nn11k nlrblrtrrll Snu la  abtrll lltr tll*(r Irr l l ln  t,lvon lo i?rlpnl I lrcr prlmnry wt~:hLtnn to mpay 

sum which are due to the Bank. But several sdet les  wrote back to the TCCB 

Board of directom that the savere eclonomic dietress prevalent in their judediction 
makee it impossible for them to reepond positively to these initiatives. They 

required the h a r d  not to  go Tar any extreme etepe. The Board was mom concerned 



wlth the long run impllcatlon~ of the adoption of extreme mewurea than the 
immediate fhanchl cride mmag~ment and hence infarmed the guvemment that m y  

extreme measure at that " h c t u r e  *would be fatal to the co-operatiwe movement 
whfch had only begum to take mot 1n the cauntry~."' 

." 

The government however wsle unwilling to  accept thls 'distmos* argument as 

an excuse. Going one step hrthw, tbe government w e d  that as far ae they are 

aware there was no serioue economic dbtreee in Thiruvltamcore at that t h e .  The 

Chief Secretary even cldmed that though there la a food ahortage in Home parts 

of Thimvitamcore, "people were not wanting in money as they were getting very 

good prices for their exportem? This optimtsm, however, was unwarranted and tho 
statements far f m m  true, since the region wse slowly sinking into a quagmire ot 

raoney-ehartage, non availability of food and general e c o n o ~ c  decline, The 

Registrar of the co-operative societies in trle letter to  the Chief Secretary in 1821 

exgrassed his indignation over the behaviour of TCCB es well aB aTfi!iateQ 
societlee. He stated that yew after year the Regietrar and the gnvernment in 

reviewing the work of the Bank had to remark unfavowably on the ablllty of the 

Bank to attsact flxed depositsm. He accused that the Bank Directors in ordsr to 

~afemard thalr self intarast had taken a loan up to nlmslst the extent of the 
advancea made by them by way of ehare money. "They appear not to  have moved 

an inch towardrr Improving the wnditioa of the Bmk. Acc~rdlng to him, the 
mliated ~ocietios were also making use of this chaotic situation. Realizing that 

the Bank was not In 8 position to ~dvance fresh loans, the affiliated socletles had 
begun t o  lome confidence in TCCB. They had "wilfully become defaulters and 

thought af managing their a t f a h  with the money they had dready secured 
t h w e b m u . '  Government took a s d o u s  note to this observation and publlahed 

in the Gazette the statement of the Registmr. This caused the tanaion between t h e  

State and Co-aperativo organizatfon to  reach a new high and the General Body af 

the TCCEI passed a resolution criticizing the government Tor its unwarranted 
interference into the amaim of the Bank in the government proceedfnm contained 

'' Letter h n  CP to Secretary W, Bid, lhis m~ eiilher W l e  talkiag oc s;heer. 
i gmrmsinoethBepwtaf the~s tra t imof th  jaintst&t-esfor th 

dves an m c t l y  m i t e  pi-. r t  WS: '52 ww mrpanis 
mqistered during th m, atl Mted by E h m E ,  again& 101 new mqmies in t l ~  
y x v h  yew, f a  in the @st&ian of r w  m q d e s  in B21, Is rqmW 
m b e b u e t o t l l e b v y s t r a i n h t h e ~ m i k e t f e l t a l l w e r  tkStateH [ W F t J o :  
770/2l, W, rrsnfl. 



ths Gazette dated 25.1.1921 .' The General Body of t,hu Bank dso plwed on 
d its appreciation of the ' p o d  work-dona by tho Board of Manarnment during 

year. However, tho ract remaSrled that there was n rapid ntah of rrpplicntlone 

withdrawal o t  membership during tF;cse years of st&-co-operative 

fiontatjon." 

The sub committee for Bankln~ nnd Co-operntion Instituted by the newly 
mtituted Economic Development Board placed before tho Board n resoEuEEon 

mesting the government to apl~oirlt a comrnitt.ee to enquire into the working of 

the co-operative societies and sumes t meonures for their improventent." Some ol 

lbepmrnlnent members of the Board &om the nascent entrepreneurial class mgued 

bat the network of co-operative s y s t e m  in the stnte wn.s in doldrums. C.P. Wathen 

md P. John, the non-offjcinl  member^ of t lw  Eonrrl crit.icized t.he co-operative 

lovemerlt for not fulfilling their function in "nrneliornti~lp: the conclition of the 

pwr'? P. John argued that so far as his knowladge went, "there was not a 

lingle co-operative society working satisfactorily in t h e  Northern Division. The 

cbjctive of the Departmerit as in the case of otllem, had b~ert to nugmcnt the 

number of societlea rather than on proper lines"'.76 ' Thc government side however 

was not willing to accept the resolution for thc appointment of a committee of 

mquiry which they thought was  too early since the movement waa introduced in 

Thiruvitamcore only in f 914. m~tefid, a reeolution requesting the Registrar of co- 

operatives to conduct an enquiry into the working of co-operatives on the lines 
chalked out by the Board wnF: u~ranimously pnsserl. Hnwcvr?r it wrra only from 1925 

onwards that there was any effectual attempt on the pnrt of the government to  

norgadze the cooperative department on a scale commensurate with the increaeed 

votumer and importance of' work and r e ~ l i z e  the rr~obilizational potential of the 

movement,' From 1925 O ~ W R ~ ~ E  one can see a rapid nnd sustained growth in the 

number of societies and their membership strength, w11icll was interrupted during 

1J m. 
l6 - aid. 

F No: lflR2/30, lm, 1ls:l'l'. 



tha years Following tho global slump (See Table 81, a rupturo from whlch tho 

movement never recovered completely, 

'Sable 5 

Progreaa of Co-omrative Societies 1924/25 - 1939140 

Source: Report om the working of the Co-operative Societies in 
Travancore various years. 

Year 

1924-35 
1935-116 
1926-27 
1927-28 
1920-as 
1929-30 
1930-31 
1931-32 
1932-33 
1933-34 
1934-35 
1935-36 
1936-37 
1937-38 
1938-39 
1939-40 
1939-40 

The stagnation of tho co-operative movement during the post -depression 
years and Its subsequent idlure to show m y  resilience could be explained only by 

Number I Membership 

placing it in the local context of tbeC organizational and functional  characteristic^. 

1002 
1325 
1555 
1688 
17013 
1806 
1018 

When the movement was introduced in Thiruvitamcore, the State fallowed a policy 

74076 
115303 
150932 
177024 
196070 
213027 
230989 

of encouraging the formation of ~ocietiee dong caste and religious 1 ines gIven the 

acute caste and communal feelinas that prevailed In the r e ~ o n  during that period. 

1810 
1786 
1762 
1767 
1766 
1747 
1704 
1655 
14BO 
1 4 8 0  

111 the early decades of the century the state bureaucracy wns easc?ntially run by 

casts Hindus who oecupi~d tdhs majority of the high oftlces or lhls p r o f e ~ ~ e d  

324532 
230433 
229675 
223760 
220486 
313272 
306699 
198788 
181377 
181377 

'Hindu' erate," Poli tice in Thimvitamcora began crystalliAng In an Ideeloglcal 
plane where three major cornmunitlea Christians, Muslime and Ezhavaa were 

continually at loggerheads with the policies of the state. The proto fome of t h l ~  

development which attained maturity in t h e  eubeequent years could he seen in the 
initial phme of the co-operative movement itselr. The Pact that state actJon In the 

l 8  Nnir d r  of ~ J E  wc n d m ~ ~  m rm* he asserted ~t "mis 
(?lldnrvlMmrel is a Itmh 8 b t ~  and lllahls fonn over 70 per mt of tJr! 
~ndaticm".  St is interestirq tr, note I- Urat this ~ I ~ l ~ m a t  was mk in th 
cmtmt of a dimmfm fn 11Xr: mgardi.nq tJa n d  for pddbi  Uly cnw slavgliCar ht 
the nntata [sag tW), W l . W ,  p. 154, lg23J. 



co-operathe sector was d~nrinelled through the caste-)If ndu dominated bureaucratic 
set up hnd an important bearing on shaping tho nature of relationship@ between 
workers of the co-operatives and the State off~clalrlorn predominated by caste 

~indus.' Thie czkrne illto the open when the Regivlrar of co-uperatives iasued s 

circular asking his ~luhordinates to discourage the formation of ca-operative 
~oeietios dong eommwal  line=.' The circ~llv was an orlshoot of the ~ ~ ~ C U E R ~ O ~ R  

held at the conference of co-operative lnspectom In 1825 regarding the maln 
principles and system that ought to guide the departroental etaSf. Although the 
circular had clearly ~ t a t e d  that registration of such societies need not be totally 
ref'used, it  created a feeling of inaecurIty among certain Non filndu communities 
esprtcially Chri~t l sn  C~tholics. They pointed cr t~t  that cornnll~nel ~odetfea among 

Christians were loss In number in "rhlruvitamcom eirlce most of the high oficiala 

of the ~ U ~ C Q U C ~ & ~ ~ C  network of the eo-operatives were caste Hindus who were 
biased againat them. I t  wa8 argued that a policy ot  encouragement to caste 

eacietles had been adopted in the beginning when the new movement was popular 

among the Nairs and 'high' caste Hindus and the new move to stop the registration 

or exclrlsive cagte societies was ill-motivated." The seclrlnr posture lhat the 
Thiruvitamcore state attempted to asurn@ through this change in polfey actually 

boomaranged. I t  should be noted here that by 1924 ttaelf the gwvernment had 
succeeded In removfng born the bye-laws or communal socletfea claueea rebating to 

restriction8 of sdmleaion of outeidere? J t  was observed ten yearn later that: 
*The policy or the Department h a  been Scrr long Ea discourage the 
regiatratian of communal eacletjes ~Ince  their existence has been round 
to warp the true co-opernlive spirit amongst the members. Thnt 
communalism, so rife In many of the public activifiefi i n  the State Is 
a grave menace to the stability of the movement has been well 
appreciated by a vast body at co-operatom. The real danmr to the 

M ~ 2 0 ~ I n t h e ~ t l v e ~ 5 m ~ a a d 6 w e W r s .  
O t b a r 1 U n d u s ~ l ~ a r m d 2 V e l l a l a s . 3 ~ p m t e s t a n t s a n d 1 t t a r t b c r r r a G y r ~ ~  
am3 1 refond Byria, hiin QUmUa, Phrs;liRls imd J d h  Syrian did mt b e  aoy 
repmataticmatall. I h e c n l y p t o f ~ ~ a ~ ~ i s t a g t . r a s b e l d b y a W I f &  
W,Vol .  rX, p.859, EX). P . S . ~ , ~ o f . % C ~ m m m d I n t h e f l s s  
negative NIYS &el if mstfras wcRlld mIntA as a-qeratiw [See 
IID, Vol.XTIT, p.  752, I%?]. lksewr, it  wa8 reported to th 9.C in 1% tht an 
order has boen p s d  kht m a n  Qlristlans M d  k in tlla Rottaya 
dlvislm ad other vtwr U q  wm fa law r n m h r r ;  iuKt I h i l i a r w  in  th 
~ d i a t F i ~  "m tie-etbpt hcrroperatlve!mk -1carp lMy to 
r q m d  btter to their am folk" W, W.mI, p.581, MI. 

81 ~ d . , ~ ~ ~ r n f m n a & e c t i m o f O K ~ ; l ~ h a l ~ u ~ i ; m ~ m i t ; y t o ~  
O1tt3~t-y dated 2lrd septmkr, 19;19. 



movement,, wae fiactionsi in vinsgss rather than from ctlmrnunal 
feelings." 

This however does not reflect the ground re.eal$ty of the sharp communal 
&vide that existed in rural ThJruvitamcora. A more realistic mneesment of the 
sltuatio~b wnR mndr? by the Co-operetive Enquiry Committee when I t  observed that 
even bhnagh tl3@1*@ fa a growjng realizntion that communal ~oc ie t i se  we against the 

spirit ot  t.me co-operation, the pernand ror such d e t i e a  have not shown any 

appreciable fall, The dmlar of the Registrar of co-operathee regarding the palfcy 
decision to  dl~eourage the rormatfon of communat swietiee was vehemently 
criticized in the legislature before it was accepted "In g ~ i n c i p l e ' . ~  The media aleo 

waE quite apprehensive and critical on the circular. I t  is not redly surprising 
that tkia new twinge of scruple that the state orPScials pretended to ewer with 
regard to the growth at EommunaI societies waB viewed by many as an explicit 
eapalrsal of the cause of the caste Hindua, who by then had censolidated their 
poaitian In the co-operative mavement. State'e policy of veering towards the 
decomm~al~sation of eoeietlee had momatitme eonssquenceq for the non-ca~te HIndu 
cmmunitiee partfmlarly during a period when the political environment in the 
country was fast crystnH1mlng dong the Jntandf cntlon ot the ntrlte bntweon clrata 

Hindus and rent oS the population, with regard to thelr share lu the poll tlcal power 
structure, The years that fdlowsd witnwed a more aucceeahrl~articllstim of the 
feelinga of nm-caste HSndu communitjea like CMat!ana, Muallma and Ezhavas who 
eharerl a common platform to ralsa Ehdr demand for proportfanate mpreeentation 

- in the legislative bodies.' 

Those co-opemthe d e t f e e  f d e d  sxclu~ivaly for the dapreeeed castme like 
hrlayas, Paray as A d  Kuravae, et the instance of atate. following the Britlah lndsn 

h 
Model, wrre~lrci Q2deep crisis, Pulaye and other backward casbu were glven - 
acceqlon to  ,memberehip of the societies ae early aa 1917 and they were 

&&aged a to lorn their own soefetlss.' This was partly due to the averslve 
. 'attitude of the caste Hindus who retused to shed ofY their caste prejl~dkee and 

k e l y  agedate  with lower caste groups. However, even though the government 



tlppolntcd n prr,bRctor or dopresaed crtslea to look rrf'tnr the affairs of thn bnckwnrd 

caeta aociet.Ies, their performance was qulte helow the expectations, I t  was 

reported in 1939 that: 
"'Rlare are at  prosorht 360 co-opertitivo ~ w i o  tisa comprlslny axclu~ivaly 
or mdnly or the various depressed cornmunltlea of the atate. I t  haa 
to  be admitted that the condition of working of these inatltu#ons fn' 
general is very poor. Almost all of them are credit, societiesn. 

Not only wae the movement in total shackles, but the members were caught 
in a debt trnp too. The socletlee aadstdl  then in obtaining lome which -wera 
rndnly utilized for non-productive purposes. Their means of repayment were scanty 

which resuited in a slttratim where "most of the pwr people have got themselves 
involved in heavy debt. out of which they find no ealy sixapeam.* 

The state's answer to the crisle was further burea~lcratizetfan. A new bill 
was introduced in the Legislative Council aimed at pmvldhg dictatorial powers t o  

the Reglstfnr of Co-operatives. f t  w m  pointed out by a member SCGC that "the 

only Idea which seems to have been before the fiamars ,f this Bill was to make 
the Registrar ut Co-operathe Societies the Centre of the whole echerne and fo-t 
altogother the primary socletics*.' In TLC aleo the r m b o r a  argued thst the 

government should consider the degree ot  etate control that they  ought to exercise 
In the Interests of the-Co-operation. "State intwferenco ahould be to the mfnimum 
p d b l e  extent onlp." The policy of hinging m to bureaucratization for a 
posdble revival of the co-operative movement in the state, however, dtd not pmve 
aumjlshtl even in the short mn sinci'ft failed to provide a breakthrough by , 

n r e i a g  the initial baa. 

mv- 6ri state mm, Val, JX 1437, p* #a. Amth aasber 
dm w h l  that "to lo- 0-al deme~t rnre thsl rbat Is m vlll 
wrbinty debrimate tbe -tn, m., p. 467, 



These two case etudiem of stater interventi~n in the formal credit market give 
an internsthy ~cenario of comparison and conEraat. On the one hand, it could ba 

seen that the more direct intervention in the form ot qgr3eultural lome euffemd 
setbacks forcing tho atate to pull itnelf out completely. The state could not m~olve 
the Qllemala posed by the existence of a vsrdcdty hlermcal  elms society with 
each gmup trying to ddlsrte It8 htewste In varled ways. Shortam af mumm 

to cater to the increaehg demands of an expanding capitalist mgrlcultum further 
cnmplicated the eituation. Con~equently, the state withdrew h m  the scene, 
entruatlnp the task of dieltributhg agricultural loam to a newly constituted 

autonornova agency, the Travancm d t  Bank, In the case of co-operative 
soctetiee, where the state held only indirect control, the attempt was to  hrther 
"Statif y "It through conet~tutlonallsation and bureaucrat izstion. Cacte and communal 
cleavages, consequent on the religioue biaaea af the state oflcialdom transmitted 

Irnpuleem of Insecurity among mlnorlty cmmmitiss whom dietmet of ths state bad 
a algnifictlad impact on propelling the downfall of the eo-weratlve movement. Both 

the casea clearly rhow that the intetventlonierm of the state in a aoclaty that 1e 
vertically divided according to economic eatemdea and horizantelly scattemd a l o n ~  
' a t e ,  rellgioua or communal iines, ie deetined to fa13 if I t  embraces an 
SnsensfWvity towards the caste a d  daea cleavages that permeate the eoeial spheri. 
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